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Background & Overview

The Palestinian ecamy remainsunsustainablevith a continuously erodingroductive capacityand
heavy d@endercy on externalsupport, mainly due to restrictive Israeli policies (limitingcess to nat
ural and economic resourcesjosureregimeand separationetc UNCTAD has denounced that the
occupation inflicts a heawconomic costand denies the Palestinian people their huntaght to de-
velopment (UNCTADEconomic costs of the Israeli occupation for the Palestinian pehple2016)as aresult of
which, the economyis aid-driven, dominated by servicesyith an undedevelopedindustryanda de
cliningagriculturesector.

According to another recent study the impact of Israeli security, military, political and economic
measures have created a hugesource gaplue to which domestic production is far lower than-do
mestic consumption and investment, leadingdeficits in trade, the government budget and in na
tional investmentsaving(UNCTADThe Occupied Palestinian Territory: Twin Deficits or an Imposed Resource Gap?
2017). UNSCO, meanwhile, has warned that the absence of a political process impeddmiBales
development and worsens the humanitarian crisis, especially in Gaza.

It has been estimated that without occupation tiRalestinian economywould betwice its current

Size (UNCTAD, Economic costs of the Israeli occupation for the Palestinian people, A/71/174, Geneva, 21 July 2016).
Similarly, different IMF scenarios suggested that without occupation, Palestinian real GDRpitger ca
would be 40%130% higher that it is todayMF,Report to the AHL@uUgust2016).

In 2036, the value added for alleconomic activitiesincreased, with

the exception of agriculture anatholesale/retail tradeactivities, re For comparison:
sulting in anoverall GDP growthby 4.1% (up from 3.4% in 2015)n GDP per capit&2016)

the West Bankt grew by 3% (up from 2.5% in 201J)Gazaby 7.7%
(up from 6.8%), mainly owing to @corstruction efforts in Gazarhe
GDP per capitgrew by1.2% in 206 (WB:0.5%, GS4.2%)(PCBSPer

formance of the Palestinian Economy, @0¢lay 20T). In the first quarter of
2017 real GDRyrowth had dropped to a mer@.7%(World BankMemo

onRecent Development®cbber2017).

Palestinian $ 2,943
Israel: $37,293

Source data.worldbank.org/
indicator /NY.GDP.PCAP.CEC

As thecurrent 3.3%GDP growt{WB: 5.5%, GS: 2.7%)not sufficient to generate jobsvhich would
require rates above 5.3%@nd donor aid is delayed and declininghumanitarian conditionsand
economic prospectsemaindire with stagnantincomes andoverty andunemploymentexpected to
risefurtheré LaCcz aLacC {GFFF /2yOfdzRS& +A&aAd G2 28&ad .+yl FyR DFEIFZ¢

With regard toGazathe UN warned already i2012 that high population density and overcrowding

could makeD | T Uninhdbitable6 & HAHAN AF Odz2NNBY (i InSuy2912 X WNperti NSy Ra LIS NAE
stated that living conditions in Gaza have so much worsened in the 10 years since it wasdbtbck

bylsrael thatity I & | f NB I R& (UblazaGodaarb Uatélity Q0fi7f ¢

Theinflation rate remains lowat 0.2% with a slight infldion in the West Bank and deflation in Gaza
(PMA Inflation Report 2017: Second Quariég|. 23 August2017).

It is estimated25%the Palestinian popation lives inpo- ( _ - \
verty (WB: 16%, GS: 39%CBgs However,PovcalNefthe | PovertyLines (PCBSestablished in 2091

2 2 NX R . I $61 a@alyzing aaidnal poverty daia | qpeep poverty(budget for food, cloth
implies that poverty- as measured by an intertianally ing and housing for a family of tv
comparable poverty line is below 1%.YSAIDWest Bank& adults and three chileén): NIS 1,82.

Gaza Inclusive Growth Diagnosfiday 2017). )
fPoverty (as above plus spending f
World Bank analysis suggests that 2825 growth in the education, health, transportation, per
West Bank will not exceed 2% annually and Gaza Hnemsonal care& housekeeping)NIS 2293)
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ployment could reach 48%However,removal of Israeli restrictionson Area C alone could bring
about additional 33%umulative growth for the West Bank economy and lifting the Gaza blockade
could lead to additional 32%umulative growththere (World BankEconomic Monitoring Report to the AHLC,
Sept. 2017).

KeylIndicators of the Palestinian EconomyXcl. Jerusalem, selected years)

1995 | 1999 | 2002 | 2006 | 2009 | 2012 | 2014' | 2016
GDP (US$ million) 3,283 | 4,271 | 3,556 | 4,910 | 7,268 |11,279|12,716 | 13,397
GNI (US$ million) 3,723 | 5,025 3,775 | 5,333 | 7,800 (12,137 {14,198 | 14976
GDP per capita (US$) 1,427| 1,553 | 1,182 | 1,449 | 1,963 | 2,787 | 2,960 | 2,944
GNI per capita (US$) 1,618 1,827 | 1,255 | 1,573 | 2,107 | 2,999 | 3,305 | 3,290
Real GDP growth (%) 7.1 83 | -125| -39 8.7 6.3 -0.2 4.1
Real GNgrowth per capita (%) | 0.5 47 | -16.1 | 54 3.2 3.6 -1.9 -0.7

SourceUNCTAPWS LI2 NI 2y ! b/ ¢! 5Q4 ! & & A,2007 \P&ifinaiyastinieésS t 1 € SAGAYALY t $2LX S

Real GDR5rowth, 19952016 (%)
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SourceWorld BankEconomic Monitoring Repaia the Ad Hoc LiaisdBommittee Sepember2017.
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- AccommodationFood1.1%
- Real Estate 5.1%
- Education 7.0%
- Health & Social Work3.1%

WBGS Economic Structure, Z0®6 of GDP)

) Households with
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Defense, 12.4
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Economy
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\ Construction,
7.5

Trade & Vehicle
Repair, 17.5

Source PCBSQuarterly National Accounts, Second Quaget7 (Eastlerusalem excluded).

GDP by Economic Activity and Activity Shares, WBIB8e2017

EconomicActivity West Bank Gaza Total
Agriculture, Forestry & Fishing 2.4% 3.6% 2.7%
Mining, Manufacturing, Electricity & Water 15.6% 6.9% 13.6%
- Mining and Quarrying 0.5% 0.1% 0.4%
- Manufacturing 13% 3. % 10.9%
- Electricity, Gas, Steam, Water Supply, Sewer3 1.0% 2.5% 1.4%
Construction 7.6% 7.5% 7.5%
Wholesale & Retail Trade, Repair (Vehicles) 175% 17.5% 17.5%
Transport & Storage 2.6% 1.5% 2.3%
Financial & Insurance Activities 4.7% 2.1% 4.1%
Information & Communication 6.5% 0.5% 5.1%
Services 18.8% 26.8% 20.7%
- Accommodation and Food Services 0.9% 1.6% 1.1%
- Real Estate 4.9% 5.8% 5.1%
- Professional, Scientific & Technical Activities 1.7% 0.9% 1.5%
- Administrative & Support Services 0.8% 0.6% 0.8%
- Education 6.4% 9.1% 7.0%
- Health and Social Work 2.4% 5.3% 3.1%
- Arts, Entertainment & Recreation 0.5% 0.7% 0.6%
- Other Services 1.2% 2.8% 1.5%
Public Administration and Defense 6.6% 30.8% 12.4%
Households with Employed Persons 0.1% 0.1% 0.1%
Minus: FISIM -2.% -1.6% -2.6%
Plus: CustomButies 9.0% 1.2% 7.2%
Plus: VAT on Imports (net) 11.5% 2.8% 9.4%
Total 100% 100% 100%

Source PCBSQuarterly National Accounts, Second Quarter2@D04=base yeargept 2017. *Excl East Jerusalem.
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A Consumer Price IndexYearly Averages)

The Overall Consumer Price Indefor the WBGS (2010=100) reachedll15 in Sepember 2017,
decreasing by 4% compared withSepember 2016 (WB:-0.83%, GS: 0.27%, Jerusalem: 1.34%)
During the firstnine months of 20% the CPI increased 1% compared witlthe same periodn 2016
(WB: 014%, GS0.27%, &rusdem: 247%)(PCB3Vionthly Consumer Price Index Numh&spt 2017).

The 0.14% decrease between September 2016 und 201 naady due to decreasedpricesfor food
and soft drinkg-2.07%9), educationservices{L.93%),while pricesincreasedmainly forhousing (8.51%)
andrecreational, cultural goods & servic@2.1%%6)(lbid.).

Annual Consumer Price Inde

2017 115.71
2015

2012

2010
H Total
2005
West Bank
2001 m Jerusalem
mGaza

1999

Source PCBS, various yeg2010=100).

1996 2017 as of September.
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Agriculture

The agriculturasector, which accounted for over half of the GDP in 1968uffering from occupéon-
related actions blockadesclosures restricted access ttand, especially Area @nd natural resources,
mainly water deterioration of water quaty; damages toagricultural assetsrestrictions onimport of
fertilizers and onfree trading and movementconfiscation of land and water seurces insufficiert
vaccinesuprooting of trees difficulty to obtain permits for infrastructureetc. All these have caused
inefficiercies sub-optimal crop allocationand weak competitiveess. Despite equal climate and
natural environments, Palestinian agricultural output and productivity lags behind that of the region:
on average, the yield per dunum in the WBGS isthalfin Jordan and only 43% of the yield in Israel
(UNCTADThe Besieged Palestinian Agricultural Sedtmvember 2015 In 2016,agriculture activities declined
further: in the West Bank by 12%, in Gaza by 8.7#&w only contthuting 2.9% to the GDEPCBS,
Performance of the Palestinian Economy, 2048y 2017)

Only 21% othe cultivable land isutilized and 93% of it isot irrigated.
Thelossfrom norirrigation is estimated at 10% of GDP and 110,000 jo
In addition, Israeli restrictions on the import of suitalikxtilizers cost
the Palestinian agricultural producetdsSh 28.6 million and cut orhird
of land productivity, while Israeli producers enjoy subsidized imporig
SomeUS$500 million in productoriginating in Israel enter Palesting.
Barreto:Palestine: Microeconomic Competitiveness Analysis and Mapping of Market Access and Infrastructure Issues and
ConcernsMemo, 2017 quoted in:PCBS/MAS/PMA/PCMEGonomic Monito#47, March 2017)
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The GDPshare of agriculture has de Contribution of Agriculture to the GDP (%
clined by 72% since 199%Report on 18.8

i b/ ¢! 5 Qtance! td e d Palestinian 20 -
People 2014). It was estinated atonly 15 _\11-9 10.4
2.9% in June 2017 (WB: 2.4%, G
3.6%) (PCBSQuarterly National Accounts
Q22017).

Agrifood exportsaccount for 21% of 9
Palestinan exports with Israel ae @q“' gV ,90”
counting for over 75% of the total

export value(UNSCOReportto the AHLC,
Sepember2016). Sourca: UNCTALRCBS.

It is estimated that theoccupation of Area €= 60% of West Bank land and over 66% of its gréenint)
costs the Palestinian economy the equivalent of 35% of GDP (US$#4ribi2015) Moreover, since

1967, over 2.5 millioproductive trees(including 800,000 olive trees) have beaprooted (UNCTAD,
wSLE NI 2y b/ ¢! 5Q4 ! aaA2a0i6).y0S (G2 G(KS t+HtiSadAyAaly tS82L) S

In 2036, the numberof employedpersons in the sector fell by5.2%6 over 2058, comprising only.2%

of total employment (PCBSPerformance of the Palestinian Economy,®0day 207). In June 20%, 7% of the
employed personsin the WBGS were working in agriculture, fishing ancdty (WB:7.8%, GS:
5.1%), many of them as unpaid family mbeers 38% of all unpaid family members in the total work
force worked in this field (WBE5% GS8.9%)PCBY,abor Force Surve22017).

The Agricultural Sector at a Glance

WBGS West Bank Gaza
No. of Agricultural holding8
- mixed/ animal holdings 20,010/ 12,167 | 17,107/ 8,569 | 2,903/ 3,598

Total Cultivated Land Are@unums)® | 931,500 843,500 88,000

- of which with permanent crops| 659,900 612,700 47,200
No. ofslaughtered cows 33,129
No. ofslaughteredsheef 42,354
No. ofslaughteredgoats 4,004
No. ofslaughteredcamels 22
No. ofproducedbroilers’ 75,836,000 52,242,900 23,293,100
No. ofproducedlayers 761,100 761,100
Caught fish (metric ton§) 3,226.42 3,226.42
No. offishing boat$§ 1,261 1,261
No. of beehived 46,226 39,211 7,015

Sources*PCBS, Livestock Survey, 2013, April ZTH@BSNest Bank Northern Governorates Statistical Yearbook,
2013 2014.°PCBS, Annual Agricultural Statistics, 2015.

1 Olivescoversome 48% of the agricultural land in the WB@&&ount for 70% of fruit prodtion,
and contribute around 14% to the Palestinian economy. 93% of the harvest istogemduceolive
0il (JAI Olive Tree CampaigReport 201£015. In 2016,274 oper-
ating olive presses(WB: 245, GS: 9) extracted20,135 liters S e
of oil (PCBSlivePresses Surve3016). X

1 In Gaza35% of the agricultural land and 85% of fighing e S .
waters arenot accessibldo producerUNCTADReport on UN \ 4
/¢l 50a !aaradlyosS ). 6KS tIftSal g

 In 2015, 3,617%ishermenwith a total of 1,261boats were 5°
working inD I | | Qrg indigtri (RCBSLivestock Statistics Gaza
2016) Although the Oslo Accords jtilate afishing zoneof e
20 nautical miles(NM), Israel limits it to less than half of
this. On 3 May 2017, Israggmporarily expandedthe fish-
ing zone in southern Gaza 9 NM, while retaining the
@ dza dzIN®1 Bmit in thenorth. On 27 Jundsraelreversed
the decision but reirtroduced it on 18 October for two
months
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Industry & Private Sector

A Facts & Figures

1

Israeli imposedadministrative and movement/access restrictionsverely limit private sector
activity and discouragerivate investment which is amongst the lowest in the world. As a result
productive capacityemains very low and aid dependency increases

Themanufacturinga S O (iGPRXEhardhas

. . R,
dropped from 19% in 1994 to an averag Enterprisesby Economic Activity (%), 2015

of 11%in recent yeargworld BankEcamomic Transport & Industry, Construction
Monitoring Report to the AHLGept. 2017)As of Storage, 13.3% 0.4%
June 2017 its share was esthated at 0.7%___

Internal

13.6% in June 2017 (WB: 15.6%, GS: 6.¢ 58.1%

(PCBSQuarterly National Account§22017). 7%

In 2016,i KS a80i2NRa O u\
GDProse to 13.9% (WB: 15.5%, GS: 8.4%
while there was only minor increase (0.3%
in the number of employees which ae :
counted for 13.5% of all employed people i(aigrr?rgtgr;]

(PCBSPerformance of the Palestinian Economy T Source PCBSEconomic
2016,May 2013. However, there isan over Surveys Series 2015ct.2016.

all decline in private sector contributions

to GDP(with a corresponding increase in government spendfiog public adminigation and
defensg.

Investment in plant and machineras a proportion of GDP has fallenrfrd2.9% in 2000 to 4.8%
in 2014(Office ofthe Quartet,Report for the Meeting of the AHLSeptember 2016).

Services

Information

9 As a result of the ongoing restrictions, the Palestinian economy hasdegustrializedwith the

share ofmanufacturingin GDFhas halved in the last 25 yealRrivateinvestmentlevels, aeraging
about 15% of GDP in recent years, are very low and concentrated iproductivity adivities less
affected by political riskSome 50% of all private lendiisgyoing to construction or consumer loans
(World BankEconomic MonitoringReport to theAHLCSeptember 20T).

Main Business Environment Obstacles for Firms in the WBGS (% of Firms)

%

30

Electricity
Informality

Tax rates
Corruption

25

Access to land
Transportation

20

: I
0

I West Bank and Gaza I MENA Enterprise Surveys

Political instability
Access to finance
Licenses and permits

Customs and trade regulations

Sourcez KI G Qa 1 2f RAy3 . IOl GKS t NA  htipAvwiv.én@ipséslinfeys.org/Sy I K YSe@
reports/ ~/media/GIAWB/EnterpriseSurveys/Documents/Misc/KeyFindWigNABusines<Climate2016.pdf.

1 By June 2017, 13.2% of teenployed personsvere working in mining, quarrying & mafaduring

(WB: 16%, GS: 6.5%), 16.5% in construction (WB: 20.9%, G$CB&%uor Force Survep22017).

1 Creditto the private sectorrepresents only 24% dhe total allocated credi{public sector=76%,

and kss than 5% of companies have lines of credit with local bgaes/MAS/PMA/PCMAConomic
Monitor, #47, March 201y

1 Some 46% of totalegistered companiesare less than 10 years in business. It is estimated that

60,000 companies are not formally registered and that 36% of total employment is informal
(PCBS/MAS/PMRCMA Economic Monitor#47, March 2017).

1 SomeB89% of all registered firms haveor less employeeand only 137 companies have o0 (E

Barretg Palestine: Microeconomic Competitiveness Analysis and Mapping of Market Access and Infrastructure Issues
and Concerndvemo, 2017 quoted inPCBS/MASPMA/PCMAEconomic Monitos47, March 2017)
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1 With some 87% of private sector firms in the WB®&ng small or medium size(up to 99 em
ployees) compared to 67% for the MENA regiethere islittle potential to create jobgworld Bank
Enterprise Surveys, http://www.enterprisesurveys.org/dagéxploretopics/workforce).

T¢KS 2. D{ NIYy1SR 2yfeé b2d mnDoingBgizéss 20Tnde (plown
from 138 in 2016 and 129 in025), which lists economies on their ease dbing busiess
(starting operating a local firm).lt rankedNo. 101in paying taxes No. 70 in getting electricity,and
No. 99 in trading across borderdut only No. 158 in protecting minority investors, NdL69 in
starting a businesd\o. 157 in dealing with construction permiteind 169 in resolving insolvency.
Among the 20 Middle East/North African stateRalestine ranked Ndl4. In comparison, Israel
ranked No. 52 on the overall ligfttp://www.doingbusiness.org/rankings).

1 Inthe} b 5 t2M6& Human Development IndexPalestineranks114 (down from113 in 2015 and
107in 2014)out of 18 countrieswith an HDI of 0.84, lying above the average for countries in the
medium human development grou@DI: 0631) but belowthe Arab statesaverage(HDI: 0.68).
Israel, in comparison, rank. 19 with an HDI of @99 (hitp://hdr.undp.org/en/).

Labor Market & Employment

A General Development

I The Palestiniatabor marketis not providing enough empley
ment opportunities across the educational and skills spectruts @ B
disproportionately affecting womeryouth. Over the past 20 [ ;
years, the labor force increased by 0.8 million, while only g
million additional jobs were created, raising the number of u L~
employed by 0.3 million and resulting in an unemployment rate betwee3126in the post Oslo
period (World BankEconomic Monitoring Report to the AHISept. 2017)On average,hte labor force grew
by 4% annuallysince 1990with jobs primarily createdni lowvalue added sectors and thgow
ernment (USAIDWest Bank and Gaza Inclusive Growth Diagnoistiy 2017.

1In 2016, the size of thdabor force increasedby 2.9%,the number ofemployedpersons grew by.7%
(WB:0.6%, G$4.6%)and thelabor force participation rate decreasedo 46.5% (down from 46.7%),
resulting in @ unemploymentrate of 27.1% (compared with26.1% in 20%) (PCBSPerfomance of the
Palestinian Economy, 26May 207).

Working age In laborforce 1,37 million [Employed 947,200 ]
population

Unemployed 396,400

3.01 million Out of labor force 1,64 million

TAs ofJune 207%, the Palestinian labor forcgworking age populatiorof 15+ years) wag by ILO
standards- 3,012400 people strong of which 1367,900 (or 454% - which is very low by interra
tional standard}y participated in the labor force WB: 46% GS:44.44), while 54.6% or 1644,500
people remainedutside the ldor force. Of the 454% participating,71.1%were malesand 18.5%
females(PCBS,abor Force Survey Report Sei@%2017).

Labor Force Status, June 2017

3500000
3000000
2500000 O Outside Labor Force D Inside Labor Force
2000000 1644500
901700
1500000 132000
1000000 |
1367900 617304) N 1210500
500000 74500 1092300
0 , 493400 75600
Total West Bank Gaza Strip Men Women

Source PCBS, abor Force Survey Report Ser@22017.
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PASSIA Factsheet 2018
1The mainreason for being outside the labor forceis housekeepind46.2%), followed by study
ing/training (32.6%) andage/iliness 13.8%)(Ibid.)

1Some81.4% of West Bank and 100% of Garnarkers were working in th@alestinian territaies,
72.6%and81.0%of them within the sameegion About18.6%o0f the West Bankera/ere employed
in Israel incl. setlements(lbid.)

10Of the employed workforceg2.4% were working in therivate sector(WB:65.1%, GS55.8%),21.9%
(WB:15.44 GS:38.1%) in thepublic sector 2.4% inother sectors(WB:0.9%, GS6.1%)(Ibid.)

Labor Force Distribution by Sector (%)

| m Israel/Settlements
13.3% 62.4% 21.9% 2.4% "] Private Sector

Public Sector
| m Others
0 20 40 60 80 100 120

Source PCBS,abor Force Surve22017.

70
Labor Force Distribution by Activity (%)
60 +

50 +

40 +

20 +

10 +—

Agriculture Mining Construction Commerce Transportation Services &
Fishing Quarrying Restaurants Storage other
Forestry Manufacturing Hotels Communication branches

Source PCBS,abor Force Surve22017.

1 As of June 2017average daily net wagesor Palestiniansvere NIS 103.7 (West Bank, exdttle-
ments), NIS 59.9 (Gaza) and NIS 222.6 (Israel and settlenlérsaverage daily wage in tpeblic
sectorwas NIS 107.3 (WB: NIS 115.2, GS: NIS 92.poednto NIS 77.9 (WB: NIS 97.9, GS: NIS 34)
in the private sector. Excluding Israel, the average wage for men was NIS 89.8, for woniEne84.
highestaverage daily wagesere paidin services/other branche@VB: NIS 114.2; GS: NIS 88) and
in Israel in construction (NIS 248.6). Tdverage monthly wagen the WBGS was NIS 2,968BS,
Labor Force Survey Report Ser@z2017).

10N 9 October 2012, the PA adoptechanimum wageof NIS 1,450 per montiNIS 65per day and NIS
8.50 per hour for all sectorgHowever, about 36% (WB: 21%, GS: 67%) of private secfiogres
receive less than the minimum wageCBSPress Release on Palestinian Child, CayApril 2016) In
comparisonL. & NIniifiunivagds NIS5,000/monthand NIS26.88/hour since January 2017.

TAs of June 2017Wynemployment- by ILO standardsstood at 296 (WB: 20.5%, GS: 44%).elbin
ployment amongrefugeeswas with 35.4% considerably higher than among-refugees(24.7%),
and amongwomen (50%) much higher than among men (23.7%). The highest plogment oc
curred in theagegroup from 2024 years (46.3%WB: 32.9%, GS: 67.4%nemployment figures
do neither include underepioyed workers (1.8% of the labor forceho have turned tounpaid
family or seasonal agriculture labor, nor discouraged workers leftghe labor force, nor tbse ab
sent from their usual work due to iliness, work stoppage, etc. but stiliving theipay).
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Unemployment in the West Bank and Gaza Strip, 198®e 2017
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Source PCBS, Labor Statistics, various years.

1 Most of the Palestinian labor force has a secondary or tertiary level education, artabitreforce
has shifted from being composed mostly by workers with complete primary schooling, to one
where secondary schooling (or higher) predominates, however with no matching job ngagkeb,
West Bank and Gaza Inclusive Growth Diagnostay 2017).

1 Only 52.6%f allproduction workersare skilled workers(compared to 88.8% in Israel and 65.9% in
the MENA average), arahly about 11% of Palestinians firms offermal training (WB: 14%, GS:
399 (World Bank, Enterprise Surveys, http://iwww.enterprisesurveys.org)

1 It should be noted that it is estimated that without the jobs in Israel/settlements, themploy
ment rate in the West Bank would be over 36%, i.e. close to the rate of GEBEETADReport on
'ph/ ¢! 50a ! aaradlyods§aorp GKS tlIfSadAyAaly tS82LXS

1 Some 16.7% of the employed persons are affiliated woekers vocational unionmore than double
as many in Gaza (29.3%) than in the West Bank (1{P&8%fj, abor Force Surve®22017. According to
the ILQ trade unionmembershipin 2015 reached 236,600 workers (190,000 men and 46,600
women)(ILO,The Situation of Workers of the Occupied Arab Territo?i@®).

1Some50.5%of the wage employeem the private sectorare hiredwithout a cortract (WB: 38.1%,
GS: 75.6%), onB1.9% contribute to gension fund 21.7% havennual paid leaveand 31.4% of
female enployees receive paithaternity leave(lbid).

Palestinian Labor Force Various Features (by ILO Standards)

2017(June) 199799 | 2005 | 2010 | 2016
By Employment Statu§b) WB GS  Tot{ Average
Labor force participation rate | 46.0 | 44.4 | 454 | 4285 | 40.4 | 41.1 45.7
Full employment 77.8 | 54.1 | 69.2 77.7 69.9 | 69.2 71.2
Underemploymenttime related) | 1.7 1.9 18 6.7 6.6 7.1 1.9
Unemployment 20.5 | 440 | 29.0 155 204 | 23.7 26.9
By Labor Statug%o)
Employers 7.4 3.3 6.2 5.5 4.3 6.4 6.2
Selfemployed 21.0 | 13.4 | 189 20.4 26.1 | 18.8 19.2
Waged employees 66.7 | 80.4 | 70.6 654 | 595 | 67.6 | 68.8
Unpaid family members 4.9 2.9 4.3 8.7 10.1 7.2 5.8
By Economic Activit{%e)*
Agriculture, forestry, fishing 7.4 55 6.8 12.8 150 | 11.8 7.4
Mining, quarrying, manufacturing| 16.5 6.9 13.7 15.8 129 | 114 14.6
Construction 24.6 6.1 | 19.1 212 12.8 | 13.2 18.0
Commerce, hotels, restaurants| 23.1 229 | 230 17.8 19.2 19.3 23.6
Transport, storage, communicatio] 7.2 8.8 7.6 4.7 5.6 6.0 6.9
Services and other branches 21.2 | 498 | 29.8 27.7 345 | 383 29.5
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Working Time and Wages WB | GS | lIsrael | 19979 V\%&S 35109 5015

Average weekly workinigours 43.8 | 371 403 443 | 424 | 415 | 414
Average monthly working days | 23.0 22.8 18.4 226 | 233 | 222 | 22.0
Average daily net wageNIS 103.7 | 59.9 | 226 | 67.8 | 77.0 | 91.7 | 103.9
Median daily net wageNIS 96.2 | 40.0 | 2000 | 53.8 | 67.0 | 769 | 846

* Including workers in Israel and settlemen8gurce PCBS,abor Force Survey Repdp22017, previous rounds.

A Public Sector Employment

1In recent years, about 22% of the Palestinian workforce is employed Iputilie sector mainly due
a2 GKS LINA@GIGS asSOd2NnRa AyloAfAaGe G2 Foaz2Nb 62N
investments, exports and imports and the high population groptbAlDWest Bank and Gaza Inclusive
Growth DiagnosticMay 2017).

M As of June 201 219% of the em H Public Sector H Private Sector
ployed workorce worked in thepub- ~ 80% 62.4% 65.1%
lic sector(WB: 15.4%, GS: 81%) as 60%
compared to62.4% in the private  4q0,
sector (WB: 65.1%, GS55.8%) (PCBS,
Labor Force Survey Report Ser@22017). 20%

0%

T As of June 2074 the average daily
wage in the public sector was NIS
107.3(WB: NISL15.2 GS: NIS2.3
compared to NIS7.9in the private secto(PCBS,abor Force Survey Repd@22017).

All West Bank Gaza Strip

9 In April 2017, the PA eliminated allowancesfor Gazapublicemployees resulting in an avage
salary cutby 30%. In Julyit referred 7,000 civilservantsin Gaza toearly retirement to be
followed by 5,000 securitiorces(World BankEconomic Monitoring Report to the AHBEpt. 2017).

1 At 45% of total expendituresand 15% of GDPthe relative size of the | @age billis one ofthe
highest in the worldwell above the below 10% of GDP figure that is expected from atgoah
t I £ S adevelgpmendevel) anda main reason foiits chronic fiscaproblems.The high wage
bill results fromthe high average public sector wage, pay practices, annual 1.25% stepses,
and automatic promotiongworld Bank, IMFReports to theAHLCSeptember 2016).

1 Although the overall number dfivil servantsis not large by international standards, partiaxy L
0KS KSIfGKZ SRdzOFGA2Yy yR aSOdz2NARGe aSOG2NR NS O2vya
budget has called for zero net hiringpolicy, but the number of PA employees hasregased by
1,047, on a net basisjn 2016 due to additional recruitment in the West Bank (mainly in
education) while net employment in Gaza decreaded employment increasedy 1,965in the
West Bank and b$ abroad, and decreased 826 in Gaza. The net increase in edtion and
health was1,146 and 30Zmployeesrespectively while it was reduced by 244 in the security
sector(World BankEconomic Monitoring Report to the Ad Hoc Liaison Commbtag2017).

A Women in the Labor Force

) . Labor Force Participation Rate, 2006
1 Despite the high and successful secon g, P

ary school enrtment of women, which

generlly correlates posively with fe W—mg
Y | fsS g 2 NJ[ |§b0rﬂbﬁ:éf®lﬁdﬂ c 60 707 64.5 65.9 66.7 66.6 66.8 09.1 " B
pation (15+ yrs) remains low, esunting :
for only 19.3% of the formalabor force 409 - ==¢==Men ==il==\\/omen
in 2016- one of the lovest in the world. 19.4 191 19.3
In 2016, 44.P%0of the female labor force 12.3 10 13.5 14.6 15.3 14.7 17.4 =% ' '
was unemployed (males: 22.2%) (PCBS, 20 -
Press Release on International Women's D
2017, 7 March 2017)As of June 2017, un 0 . . . . . . . . . )

employment stood ab0% most of them 1999200220042006200820102012201420152016
(72.7%0) in the 224 yearsage group
(PCBSLabor Force Survey Report Serig& Source PCBS,aborForce Survey, Annual Report 201

2017). While the female rate has in
creased over the last 15 years, it is still low by regional compafssertablebelow).
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60 - Female Participation Rate (%) in Selected MENA Countries, 2016
46.9
39.4
“Ta 24.9 287 26 26.9 26.1 26.4
' 20.4 ' ' 21.1 21.7
20 L 177 147 178 133151 5 .
0 I I R e A A S
X . > & < . R > Sl
%@\Q \o‘b’bo \0’6000 (9*\\ & z($0® %\\sb\ O’_?"& ?3%0\7’ *zé@? &Q&'—}’b \:\@\’b o(oé'o \c,‘%e \\é,gf’ \$o(\ < ?}rz&?’
N2 ] > % » 32
& & &
N N

Source World Bankhttps://data.worldbank.org/indicator/SL.TLF.TOTL.FE.ZS?locationtERAew=chart

1 Most working women(46.®%6)haveover 13+ years ofschoolng. However,they are also those re
ported with thehighest unemployment rates{.4%)(PCBS,abor Force Surv®eport Serig€Q22017).

1 Main reasors for female nonparticipation in the workforce washousekeeping62.7%), study
ing/training (25.7%, and age or ilines&.6% (Ibid).

9 Employment of womenis concentrated irservices§5.6%, mostly in public administratiogpid).

9 The vast majority of the female labor forcé4(26) werewage employees14.5%self-employed
9.%unpaid family menbers and1.4%employers(ibid.)

1 The rate of females aged ® whotransitioned from schoolto the labor market was only 6.6%
(conpared to 44.8% of malefyCBSPress Release on International Women's Day ,2@&vch 2017)

A Children & Youth

1 In 2016, he percentage of working children was 1.7% for the age group4lfears and 7.8% for
the age group 187 years.Of thesel7% (1014 years) and1% (1517) respectively were not
enrolled in educatiofPCBSThe Statusf the Rights oPalestinian Chirén2016 April 2017).

1 Most of the working children (107 years)worked in trade/restaurants/hotels (35.8%), agricul
ture/forestry/fishing (23%), or mininfgueriegtransformational industry(19.8%)bid).

9 The mainreason for child laboiis low economic status of the household.mid2017, 3.1% ofhe
10-17yearsold were employed (WB: 4.2%, GS: 1.6§96Bg,abor Force Survey Report Se@22017).

1 In mid2017, the unemployment rate of youth (15-29 yearshad reachedb0%. The highesinem
ployment waswith 46.3%among 2624 year oldgWB: 32.9%, GS: 67.4%)d particularly con
cerningyouth who had not completed school. Unemployment amguogith graduatesstood at
53% (PCBSInternational Youth Day, 12/08/201August 201y The main reasons for not working were
unavailablejobs (76.4%) or jobsot matching qualificationsand experience (9.6%)PCBSPales
tinian Youth Survey 201B6gb. 2016).

A WBGS Laborers in Israel

1 Prior to the second Intifada, dimg the third

quater of 2000, 146,000 Pabstinans Workers in Israel & Settlements
(116,000 from thewest Bank, incl. East-Je 160,000 146.000
rusalem, 30,000rom Gazaworked in Israel | 140,000 - 128,400 : :
and setlements (PCBS)The number has sig | 120,000 - -with foreign

e . . . 28,200 orIsraeli ID
nificantly delined since apermits for em- 100,000 - -
ployment in Israel are rited to seurity- 80,000 - 37.90¢ Wgrhn?iLtjt
cleared WestBank Palestimins, who are at 60.000 - p
least 22 years of age, married and pess a 40'000 |
magnetic identiftation card. Workers from ’ 62.300 With
Gazahave not been able to otain such | 20.0007 permit
permits since April 2006. The peit system 0 - T T T 1
continues to be subject to ad hoc adjust before Junl4 Junl7
ments (ILO,The Situation of Workers of the Oecu 2000 Source PCBS
pied Arab Territorie2017).
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1 As of June 2017, the number of Palestinians employed in Israel and settlemerit2&480(up from
114,200 in June 2016 and 112,200 in June 2015). Of those, 62,30pbadif 37,900worked with
out a permit, and28,200held an Israeli idetity card orforeign passportSome 110,100 worked in
Israel 18,300 irsettlements (PCBS,abor Force Surve®22017).

9 According to the Israeli Coordinator of Gowver
ment Activties in the Territories QOGA), the
overall quota for Paldimian workersin Israelin-  F%§
creased from74,400 by the end of 2016 tofg
81,500 in March 2017. The quota for worl#s

addltlonal workers seek work in IsraeI W|thou /
permits or with permits issued fopurposes @ ; -,
other than employmentThe Israeli permit system has Ied to the emergencpe]inlt brokers who

chargeworkers exploitative feewetween NIS 1,502,500 (ILO,The Situation of Workers of the Occupied
Arab Territories2017).

1 In mid-2017, 18.6% of West Bank employees workedisnael or settlements with an averagedaily
wage of NI1S222.6 and 18.4 averagemonthly working days(lbid), adding up to an average monthly
wage 0fNIS4,096. (Average wagédor Israels=NIS10,449as ofMarch 201 7(http://www.cbs.gov.i).

1 The vast majority bthose working in Israel or settlementgrked inconstruction(57.6%) followed
by Commerce/HotelsResaurant (12.7%)mining/quarrying/manufacturing12.6%) and Agriculture
(8.8%)(PCBS,abor Force Surve®2-2017).

1 Palestinians working in Israel and settlements afien employed indangerous and difficult jobs
with no adequate health and safety provisionsr proper payment (receiving onB9-44% of the

pay of an Israeli worker performing similar wQr{Macro Centre for Political Economid$e Working Cati-
tions of Palestinian Wage Earners in Isrdel Aviv, Febary 2017).

Tourism

While the Israeltourism industry has flourished since 1967, often through the etation of Pal

estinian sites, thé&alestiniansector faces unfair competition and discriminatorystréctions due

toLaN} St Qa O2y iNRf 2 @S NhditsloyyBiry ateBpis2alsNiVedtPaldstiiign LIS 2 LI S
history, culture and identity.

1 As ofJune 20%, 214% of theemployed personsn the WBGS were working in commerce, restau
rant and hotels (WB215%, GS21.0%)(PCBS,abor Force Surve®2-2017).

1 In 2035, 7,218 establishmentswere working in tourism(up from 7064 in 2014). Of these 3,685
were restaurants382 souvenirs& handicraftsshops,1,510outlets in beverage servin@10work-
ing in artiques and wooden handcraft264 car rental servicesl05 organizing trips toHaj and
Umrah 106 hotels,52 travel and tourism agencie&07 tour operator activitieand 797 engaged in
creative arts, entertainment and other recreational activitie€BSPress Release on World Tourism,Day
Sept. 20%).

1 Accommodation and food servicesontributed 1.1% to theGDPin the 2 Quarter of 2086 (excl.
East JerusalenipCBQuarterlyNational AccountsQ2-2017).

1 According to the UN Word TourisBrganizationPalestine reorded a57.8%increasein the number
of foreign touristsduring the firsthalf of 2017, thus topping the list of fastest gromg destinations
O2YLI NBR (2 (GKS LINB@OA2dza &SIFENW ¢KS NRaS Aa YlIAyfe
Walled Off Hotel in Bethlehem. Israel saw a growth of 25.1% (no. 10 on the list) and may finish the
year with 3.7 million tourists (compared to a top of 630,000rists in Palestine)Gilad, Mnz &t I £ Sa&
tinian Authority Tops UN List of Fast&NER g A y 3 ¢ 2 dzNAHaaretz3 SAugust OLT.A 2 y & 3 €
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Hotels and Related Features

Room Beq Workers engaged
Area  [Hotels |Rooms| Beds | Guests | Occupancy |Admin. Operation Total
End 1999WBGS | 92 3,752 | 8,102 (316,871 |35.5% [30.3% | 308 1,399 1,637
End 20B |WB 113 | 6,072|13,902 |600,362 |21.8% |[31.3% | 559 2,391 2,265
WBall | 104 | 5,734 12,609 |202233
-North 29 528 | 1,212 | 19983 |15.4% |11.1%
as of Jun|-Middle | 36 1529 | 3,353 | 32214 [22.8% |14.6%
2017 |-South | 39 3,667 | 7,412 | 148036 | 8.9% [21.P%
wQt S| 21 1468 | 3,024 | 58,635 |33.9% |29.6%
Total 125 | 7,202 [15,663 |260,868 |17.5%(20.8% | 716 2,233 2,949
June 201]Gaza 12 619 | 1,167 2,228 |11.5% | 6.4%

! Average length of stay3.0days 2incl.705female

Hource PCBFlotel Activities Survey2017.)

Hotel Guestsn Palestine 1996June 2A7

700000 -

77383 57549 600,362 ]
S a—glo3
N No-484,394
510435 448,24
20971 0.8¢
15180}'--‘\
%_1_20850
= 91)8 168852

600000 -
500000 -
35711

400000 : 220850 3]_6949’3
300000 429712 21422W
200000 - ""‘"“

0208 1001

| 51357%2812 ¢
100000 | 247
0

oo ~N

1996 1997 1998 1999 2000 2001 2002 2003 2004

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

Source PCBS;lotel Activities Survey$9962017.

Guests by Nat

ionalitfJan:June 20%):

Palestiniar(from abroad) 20,961 Africa PaS'E’ZS(;i”e i‘g’};’ israeli

Arab 4.966 1.6% =/ 270 12.8%

Israeli 33873 - N

US/Canada 24,277 Asia

Other American 4,951 20.9% Other

Australia/New Zealand 1,775 Aqg%an

EU 96,998 Other ﬁ

Other European 14,381 Europeal

Asia 54,496 5.5% Q e

Africa 4,190 Zealand

Total: 260,868 EU 0.7%
37.3%

Source PCBSlotel Activities Survey2017.

IEM Trade

Thetrade sector suffers fromsraeli restrictiongwith some 500 closure altacles on average in the

West Bankand along list of dual use items whose export/export from Israel to thePAis highly

controlled), the provisions of thel994 Paris

Protocogn underdeveloped industrial basand lack of

access to natural resourcesiarketsand investment. The steady @rease in the nosiradable sectors
(services, to lesser extent constructicem)d the de-agriculturalization and déndustrializéion trends

reflect the donordriven nature of the economyrom 19752014, theGDPshareof the tradable goods
sector (agriculture industry) dropped from 37% to 18%e employment sharefrom 47% to 23%

(UNCTADYSLI2 NI 2y ! b/ ¢! 5Q4a

| A4A,3dpt 3015 (2 GKS
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External Trade (excl. JerusalemKey Indicatorgmillions of US$)

1995 [ 1999 | 2002 | 2006 | 2010 | 2014 | 2015 | 2016"

Exports of goods and services 562 752 478 736 | 1,367 | 2,172 | 2,338 | 2,432

Imports of goods and services 2441 | 3,364 | 2,234 | 3,683 | 5,264 | 7,209 | 7,538 | 7,603

Trade balance (US$ millions) -1,879(-2,612 |-1,756 | -2,947| -3,897| -5,037| -5,200] -5,170

Trade balance (% of GDP) -57.2| -61.2 | -494 | -60.0 | -43.7 | -39.6 | -41.0 | -38.6

Trade balance with Israel (US$ milli{ -922 |-1,598 | -886 | -1,887| -2,737| -2,838| -2,578| -2,602

Trade balance with Israel (% of GD} -28.1 | -37.4 | -24.9 | -38.4 | -30.7 | -22.3 | -20.3 | -19.4

PA trade with Israg
- as % of total Israeli trade 4.2 3.7 1.8 2.2 2.1 3.1 35 3.3
- as % of total PA trade 835 | 675 | 569 | 644 | 66.6 | 61.9 | 59.8 | 58,5

SourceUNCTADY S L2 NI 2y ! b/ ¢! SFlastiniad Reapi201r. y' ®@liminay eftiti&es.

A Facts & Figures

9 Palestineis highly importddependent and re
liant on Israel as it main trading partner. As lon
as barriers to trade, access, and movement ré
main high, the Palestinian econonwill con
tinue a path of low growth and high joblessness
Export growth has been achievethrough ex
pansion of key existing products rather than di

versification through new product®SAIDWest Bank and Gaza Inclusive Growth DIagn,oMay 2017 Maln
import items are mineral productgfuel, lubricants) followed byndustrial suplies (mainly mehi

nery, equipment) while the largestexport items are indudrial supplies (especially #eles of stone,

plaster, cenent, adestos, mica or similamaterials) (PCBSRegistered Foreign Tradatistics,2016, Oct

2017; for a detailed list of trade items sdettp://www.pcbs.gov.ps/Downloads/book2287.pdfable 8).

1 As of June 204 wholesale and retail tradg(includng repair) contributed 1'5% to theGDP(excl.

East Jersalem)(PCBSQuarterlyNational AccountsQ2-2017).

1 In 2016,exports decreased by 3.3% cqgrared to 2015 and reached US$ 926.5 million, wimle

ports decreased by 2.6% to US$ 5,363.8 mil{Rayistered Foreign Trade Statist 20160ct. 2017).

Trade Balance in the Palestinian Territory, 192616

6000 - Imp Exports Net Trade Balance in Goo

4000

2000

Value in Million USD

-2000

-4000 -

Source PCBRegistered Foreign Tra&atistics 2016, Oct. 2017

1 Between July 2016 and July 20dxports increasedy 8.0% andmports by 21.1%resulting in an
18.6% increase of theade balance(PCBSPreliminary Results of the Palestinian Registered External Trade in
Goods of Jul017, Sept. 2017)With close to 40% of GDP tlmade deficitis one of the highest in the

world (World BankEconomic Monitoring Report to the AHBEpt. 2017).

1 Trade dependence on Isra@ls the only viable foreign market for Batinian eports and imports
persists. Whildotal trade accounts for 77% of GDP, this is mostly du¢rade with Israel which
accounts for 58% of total Palestinian trade (which in turn accounts only 3.3% of total Israeli trade).
In recent years, Israel accounted for more than 70% of Palestinian importshancbhad about 85%
of Palestinian exportfUNCTADNSLI2 NI 2y ! b/ ¢! 5Qa ! aaAa aa17yléddyiel7,i KS
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exports to Israelrepresented90.7% of total eports, imports from Israel58.3% ofall imports (PCBS,
Preliminary Results tffie Palestinian Registered External Trade in Goods dfQilifySept2017).

9 Thesecond most important markefor Palestinian goods after Israel is tB&} which in April 2011
gave all agricultural andsfieryproducts originaing in the WBGS immediatduty free access to its
market. In 206, exportsti 2 0 KS 9] I ¥ éhiinyi {a$5R% inckease aver 20)4nd
imports T N2 Y U K 354 illion (& ®.3% increase over 26), resultingin atrade balanceof -
€237 million. Eports are mainlyagricultural products (7.2%), mostly vegetable pragts @8%),
imports are mainly industrial products (8.4%), mo#fly transport equipment (40.5%)
(http://trade.ec.europa.eu/doclib/docs/2006/september/tradoc_113382.pdf).

Main Trade Partners, 201@alue in thousand US$)

6,000,000
=
225,467 O Imports  mEXxports
5,000,000+
4,000,000+ 3.044.627 Source PCBSRRegistered Foreign
3.000.000- Trade Statistics, 2@ Oct 2017.
| 943,717
2,000,000 476,687 770812
1,000,000 38267985 047 5147954 568
131,52
N 10 3'_,|5 %;439 I I 18,336 10,906 10 426
> 2 LR QLN L R o X
& @ ¥ & & P& @ SR A QNG
A D ,\& CQ & Q}& \é N < o \0& N b\v{b *_\)$
O
(,)'b

1 Averagetrade costsper transaction for a Palestinian firm are nearly three times as high as for an
Israeli firm, while the averagduration of the import process for a Palestinian firm is nearly four
times as longAlleviating external restrictions coulcise real GDBy some 36% in the West Bank
and 40% in Gaza by 20@Borld BankEconomic Monitoring Report to the AHSEpt. 2017)

2,000 Average Trade Cost per Transaction ($) a0 Average duration of Trade Process (days) 3g
1,800 3,150 3
1,600 1,425 30
1,400 1,307
1,200 1,166 25 23 24
1,000 2 20

800 620 565 15

600 0 10 10

400

200 5

0 0
Exports Imports Exports Imports
M Palestinian Firm | MENA Average Israeli Firm M Palestinian Firm W MENA Average Israeli Firm

Source World BankEconomic Monitoring Report to the AHSEpt. 2017

1 As of August 204, a monthly average of 1014 truckloads of goodsiad enteredGaza(mainly con
struction materials and human food products), while o3 truckloads had left (agricultural
products, furniture andextilesto the West Bank; agricultural products and scraptal to Israel)
(OCHADF T+ / NRaaAy3daQ hLISNIdGAzy {(liddas azydkfea ! LRFGSao®
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Number of Truckloads into and out of Gaza (monthly averac
15,000

13433 m Entering m Exiting
10,03810,114
10,000 2220
ag15 %2
5,000 - 4107 - 4,307
' 3,305
2,236 2,993
0 4

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

SourceOCHADF 1+ / NE&AAYIAQ hLISNI-ARBBOLZ{ (1 Gdzas a2y dKfe | LIRFGS

Commercial Crossing Points in the West Bank & Gaza

West Bankw AkRJamalemorth of Jenin
q Taybedb 2 NJ LNIF K 2NJ { KI QI N{
9 Betuniasouthwest of Ramallah
9 Tarqumianorthwest of Hebron.

GazawBeit Hanoun/Erein north Gaza
1 Rafah at the Egyptian border
i Karem Abu Salem/Kere@halomat Gaz& southernend.

DI7¥ D1 qion
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Finances

A Taxation Taxes in the Palestinian Territories

findividual Income Tax5-20% withheldoy enployer)

fiCorporate Income Ta{l5-20% forcompanies)

fForeign Dividend Tafon dividends disthuted to
shareholders of a foreign cqrany)

ValueAdded Tax (VATEonsumptionbased tax impose(
on all local goods and services)

9 The authoity to organize all taxe-
lated issuesvastransferredto the PA
as part of theGazalerichdOslo | Ac
cord (May 1994)and outlined in the
Early Empowement Agreement (29

Augjst1994). Taxdl A 2 )/' A a u F‘|]Tax for Service Contragfincome geneated or earned
source of mcom.eTK S tiidcdbieve from contracts for the provision of services)

nues are considerably affected by |qrax on Dividends, Leases & Royaltiea profit)

L & Nlrepdat@diefusal to hand over |gpyrchase Tags-200% payable by manufacturers or-im
taxes collected on behalf of the P4 noters at the port of entry on céain consumer products
g)fg;) ';%%rtk fgel, illglne(#i)(rﬁn:é 2;?nh§;m fICapitalGains ax(15% from a certain threshold of gaing
lecting taxes dmestically.

Sourceswww.pipa.gov.ps/taxation.asp; www.doingbusiness.q

1 Under the quastustoms uniorwith Israel, stiplated in the 1994Protocol on Economigeldions, the
PAadopted- with minor exceptions- L & NXardffsttudure andmust peg its gasoline prices ané\T
rate to Israel'{+ - 2%) The standard VAT rate is 16Prael cdécts taiffs and VAT on Pal@sian im
ports on behalf of thePA levying unjustifiably high3% collection and processing fedsefore
transferring them(if applied fair, they should not exce@®d6%) (UNCTADWSLIZ NI 2y | b/ ¢! 5Qa ! daradl
the Palestinian Peopl@016).

1 Israelcollectsapproximatelyr p”: 2 ¥ delkgBneratéd@venue (Ibid.), often abusing the clear
ance system for political reasons and to unilaterally settle bills unpaid by Palestinians.

1 The PA idosingsomeUS$285 million imevenues(2.2% of GDP) annually under thigeneconomic
arrangements with Israel, mainly due tax leakageson trade with Israel and undervahtion of
Palestinian imports from third countrig®/orld BankEconomic Monitoring Report to teHLCApril 2016).

1 In the first half of 2017revenues fromdomestic taxesgrew by 13% thanks to thet@ Q@ Sy Kl y OSR
tax administration effort§world BankEconomic Monitoring Report to the AHBEpt. 2017).
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A Budget and Fiscal Accounts

T¢KS t!1 Qa4 NBGSydzS Y20Af AT I (A2 ygathRskRthelPA reduliédin L & NI St A
arecurrent deficit declinefrom 9.6% of GDP in 2015 to 5.6% of GDP in 2016. Howevetharfur
decline in donor budget supportontributed to a financing shortfall and the accumulation of
arrearsoLaCsz dalLaC {Kaxd f2yoSdziSa | yuary 20y7RComsequertly, PA wasC S 6
unable to reverse the downward trend pfiblic investment, whichhas reently been around 2% of

GDRUNCTADY S L2 NIi 2y !tdnde tb ths Rakestirliad ReapR017).

Investment in the WBGS (% of GDP)

40

3

=}

2

=]

1

=}

O

@ Public B Private

1996 1998 2000 2002 2004 2006 2008 2010 2012 2014

Economy

Source IMF,West Bank and Gazd&report to the AHL@Bugust 201{PCBS statistics/IMF calculations).

1 In the first half of 2017PA spendingieclined by close to 3% amet lendingincreased by 8% (due
Uz ¢ 0SNJ NBft | UdaRdefididaclinadibgpabeuk18%, arhoQréing to US$ 490 million,

while donor aidamounted to US$ 323 million, resulting irfimancing gapof US$ 167 millioriThe
t! Qa U2 i12017iReRpedted fo fieach BI$2 billion(8.4% of GDP With aid (projected to
reach US$ 661 million) and external debt repayment, the financing gap is extaiedrUS$580
million (4% of GDRYVorld BankEconomic Monitoring Report to the AHBEpt. 207).

Deficit and Aid (% of GDP)

N Budget support

1o S5
6
4
2
0

2013 2014

¢ KS hudg& for 2017projects expenditures to increase by 6.15% and total revenues by 18.8%
and dependency on international aid and support to decline by 65.8% with net lending rising by

Development aid

Overall defict

Financing gap
FEEy ]
R -
B
2015 2016 2017

Source IMF,West Bank and GazReport to the Ad Hoc Liaison Committ&@ April2017.

11.8% (compared to 2016)he Portland TrusPalestinian Economic Bulletifiebruary 2017).

1 The budget for development expenditureNIS 546 milliort is 42.9% less than the amounpro-

jected for 2016 and revenues and expenditure leauwetal deficit of NIS 4,335 million, marking a
19.5% decrease from the 2016 projected defibiternational assistancas expected to cover NIS

1,326 million of the deficit, leaving a financing gap of NIS 3,009 milklion

1 Remittance paymentgradually recovered from a low point of just 4% of GDP in Za@8ar the

Second Intifadajo 13% of GDP by 201%he mainsourceis Israel, followed byordan and the Gulf

countries(USAIDWest Bank and Gaza Inclusive Growth Diagnostiy 2017.

1 In the first half of 2017&id receivedwas 19% lower than in 2016 mainly due to a drop in budget

support, led the PA to accumulate additioqayment arrearsin the amount of U$263 million and
slightly increased itmet domestic bank financindy US$42 millioriworld Bank,Economic Monéring

Report to the AHLGgept. 2017).
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PA 2016 Budgeted Expenditures

Use of Goods
and Services,
13%

Wages and Development,
Social Transfers, 8%
72%

Lending, Interest,
and Capital,
7%

Source PA, Ministry of Finance.

Revenues

2,000

1,500

1,000

500

= C|earance Revenues === Domestic Revenues - Grants and Donations (including budget support)

Source PMA, quoted irJSAIDWest Bank and Gaza Inclusive Growth Diagnostay 2017.

Domestic and Clearance Revenues, 22187 Total Revenues, 2013017
9,000 B Domestic Rev = Clearance Revenues 18,000 , M Total Current Expenditure & Net Lending
B Net Public Revenues
8,000 16,000
7,000 14,000
12,000
10,000
8,000
6,000
4,000
2,000
- - - 0
2015 2016 2016 2017 2015 2016 2016 2017
Actual  Estimated Budget Actual  Estimated budget Actual Estimated Budget Actual Estimated budget

Source MASFY 2017 Public Budget: Assumptions and Changes OverB2@kground Paper,
March 2017, http://www.mas.ps/files/server/2017100409002 7df.

18
\ Zg0

PASSIA“"“M‘;R



Economy

Total Expenditure & Net Lendinigp Palestine, 20&

Net
Lending
6.3%

Non

Wages
44.2%

/

Earmarked
payments
1.9%

Salaries
and
Wages
47.6%

Source PCBRerformance of the Pal@isian Economy 2016yiay 2017.

General Government Finand@Vest Bank)2016

| Central Government | Local Government

Expenses

Total US$ 4600.7million
Gross expenses US54,1087 million USS 429 million
ofwhich:9 YLJX 28SSaQ 0O2YL 54. ™% 22.%%

- Social benefits 206% 2.6%

- Use of goods/services 16.6% 30.%%

- Capital expenses 3.7% 26.6%

- Others 4.4% 18.%%

Revenues

Total US$ 4713.0 million
Government revenues US$ 4,293.0 million USF 419.1million
of which:-Taxes 732% 12.8%
- Social contributions 0.0 0.3%
- Grants and aids 17.8% 9.2%
- Other revenues 9.0% 77.7%
tincludes feegor administration,water/electricity re-sales fines, etc.
Source PCBRress Release @eneral Government Finance 3028 Aug. 207.
Fiscal Indicators (in million US$), 20Q7
2007 | 2009 | 2011 | 2013 | 2015 2016 2017
budgeted
Total Net Revenues 1,194 | 1,597 | 2,046 | 2,311 | 2,756 3,457 3,603
Gross domestic revenues 323 585 728 853 855 1,224 1,350
Clearance revenues 896 1,103 | 1,424 | 1,690 | 2,055 2,325 2,352
Tax refunds 25 91 116 231 154 92 99
Total Recurrent Expentlires | 2,544 | 3,190 | 3,325 | 3,693 | 3,976 4,202 4,325
(commitment basis)
Wages 1,283 | 1,467 | 1,783 | 1,919 | 1,914 2,041 2,168
Nonwages 725 1,349 | 1,402 | 1,564 | 1,761 1,893 1,903
Net lending 535 374 140 210 301 268 254
Development Expenditure | - 314 | 439 | 370 | 187 | 230 | 335 439
(commitment)
Recurrent Balance -1,350| -1,592 | -1,279 | -1,382 | -1,220| -754 | -722
(commitment basis)
Overall Balancécommitment) | -249 | -1,771| -1,649 | -1,569 | -1,450 | -1,080 -1,161
Total Financing 249 1,771 | 1,649 | 1,569 | 1,450 1,080 1,161

Source IMF and Finance Ministry estimates, quotedhti, West Bank and Gazd&eport to the AHLBugust2017.
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1 While the balance trade deficit increased, thar-
rent account deficitactually decreased b$4.7% in
2016 (201520.3% to US$1348 million, mainly due
to a57.9%rise of the values of net current transfers
over 2015(PCBSPerfomance of the Palestin|eEconomy

2016, May 20T).
1 In late 2016%

i KS tpublie @ebtargoiintet to

NIS9.6 hillion (=18.3% of GDP)About 58.6%of the
debt was domestic and 41.4%foreign (PCBS/MAS/
PMAPCMA Economic Monitor47, March 2017).

1 Foreign assetstotaled US$.297 nillion in late
2016 of which7.1% wadirect foreign invesiment
and 184% portfolio investmerg. Totalexternal lia-
bilities reached US%022 million, over halfof which

were foreign direct investmengbid).

1 In 203, the Palestiniargovernmentbudget deficit
decreased by38.2%(2015:8.2%) to US$606.7 mil-
lion, mainly due tothe rise of the total public net
revenues by 26.5%PCBXerformance of the Palestinian Economy,&04ay 20T).

Public Debt (% of GDP)

Source: IMF,West Bank and Gaza
Report to the AHL@ugust 2017

9 Gross domestic tax revenudsave risen continuously since 2007 due to tax collection reforms and
accounted for 17.6% of total net revenues in 2016 (=US$ 605.2 million), down from 21.5% in 2015.
Gross domestic nottax revenuesaccounted for 16.9%earmarked collectionsfor 2.4%, total
clearance revenuefor 65.8%(PCBSerformance of the Palestinian Economy, 2048y 2017).

9 Access to economic activity Area C(mainly agriculture and Dead Sea minerals processing indus
tries)would increase the GDP by as much as 35% and public revenues by an estimated US$800 mil
lion ¢ significantly reducing the need for donor gitlorld BankEconomic Monitoring Rert to the Ad Hoc

Liaison Committe€September 2016).

PA Expendituregin thousand NI1$)2016

of which (inter alia):

PA organization Total Wages & | Use of goody Development
(and largest budget item) Expenditure  salaries | & services Expenditure
Central Administration 1,489,395 402208 270169 132814
of which: PLO Institutions 898778
Security & Public Order 4419289 | 3,495309 227,862 225488
of WhiCh: Minis’_[ry of Interior & 4,008936
National Security
Financial Affairs 1,714,093 250468 45,309 145372
of which: Retirees Pension Allowanq 1,029,323
Foreign Affairs 282444 163567 96,008 110
of which: Embassies 224400
Economic Development 366,712 190,328 23,503 90,493
of which: Ministry ofAgriculture 99,614
Social Services 5832332 3,134,550 626,729 210431
of_ which: Minigtry of Education & 2871138
Higher Education
Cultural & Information Services 223,088 129844 60,060 19,300
of which: PalesBroadcasting Corp. 117,553
Transport & Communication 86,505 71,094 8,390 87
Grand Total 14,383859| 7,837,367 1,358031 824,005

(100%) (54.5%) (9.4%) (5.7%)

Source PAMinistry of Financehttp://www.pmof.ps/documents/10180/813287/Dec.+2016..New...{d@&ble5 B).
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