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Poverty Lines (PCBS, established in 2011): 

¶ Deep poverty (budget for food, cloth-
ing and housing for a family of two 
adults and three children): NIS 1,832. 

¶ Poverty (as above plus spending for 
education, health, transportation, per-
sonal care & housekeeping): NIS 2,293.  

For comparison:  

GDP per capita (2016) 

Palestinian: $  2,943 
Israeli:          $37,293 

Source: data.worldbank.org/ 
indicator /NY.GDP.PCAP.CD). 

 
 
 

 1.1  Background & Overview  

 
The Palestinian economy remains unsustainable with a continuously eroding productive capacity and 
heavy dependency on external support, mainly due to restrictive Israeli policies (limiting access to nat-
ural and economic resources, closure regime and separation, etc. UNCTAD has denounced that the 
occupation inflicts a heavy economic cost and denies the Palestinian people their human right to de-
velopment (UNCTAD, Economic costs of the Israeli occupation for the Palestinian people, July 2016), as a result of 
which, the economy is aid-driven, dominated by services, with an underdeveloped industry and a de-
clining agriculture sector.  
 
According to another recent study the impact of Israeli security, military, political and economic 
measures have created a huge resource gap due to which domestic production is far lower than do-
mestic consumption and investment, leading to deficits in trade, the government budget and in na-
tional investment-saving (UNCTAD, The Occupied Palestinian Territory: Twin Deficits or an Imposed Resource Gap? 

2017). UNSCO, meanwhile, has warned that the absence of a political process impedes Palestinian 
development and worsens the humanitarian crisis, especially in Gaza.  
 

It has been estimated that without occupation the Palestinian economy would be twice 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 GDP per capita 
would be 40%-130% higher that it is today (IMF, Report to the AHLC, August 2016). 

 

In 2016, the value added for all economic activities increased, with 
the exception of agriculture and wholesale/retail trade activities, re-
sulting in an overall GDP growth by 4.1% (up from 3.4% in 2015). In 
the West Bank it grew by 3% (up from 2.5% in 2015), in Gaza by 7.7% 
(up from 6.8%), mainly owing to reconstruction efforts in Gaza. The 
GDP per capita grew by 1.2% in 2016 (WB: 0.5%, GS: 4.2%) (PCBS, Per-

formance of the Palestinian Economy, 2016, May 2017). In the first quarter of 
2017, real GDP growth had dropped to a mere 0.7% (World Bank, Memo 

on Recent Developments, October 2017). 
 

As the current 3.3% GDP growth (WB: 5.5%, GS: 2.7%) is not sufficient to generate jobs (which would 
require rates above 5.3%) and donor aid is delayed and declining, humanitarian conditions and 
economic prospects remain dire with stagnant incomes and poverty and unemployment expected to 
rise further όLaCΣ άLaC {ǘŀŦŦ /ƻƴŎƭǳŘŜǎ ±ƛǎƛǘ ǘƻ ²Ŝǎǘ .ŀƴƪ ŀƴŘ DŀȊŀΣέ мо CŜōǊǳŀǊȅ нлмтύΦ 

 

With regard to Gaza, the UN warned already in 2012 that high population density and overcrowding 
could make DŀȊŀ άuninhabitable ōȅ нлнл ƛŦ ŎǳǊǊŜƴǘ ŜŎƻƴƻƳƛŎ ǘǊŜƴŘǎ ǇŜǊǎƛǎǘΦέ In July 2017, a UN report 
stated that living conditions in Gaza have so much worsened in the 10 years since it was blockaded 
by Israel that it Ƴŀȅ ŀƭǊŜŀŘȅ ōŜ άǳƴƭƛǾŀōƭŜέ (UN Gaza - 10 Years Later, July 2017). 
 

The inflation rate remains low at 0.2% with a slight inflation in the West Bank and deflation in Gaza 
(PMA, Inflation Report 2017: Second Quarter, Vol. 23, August 2017). 
 

It is estimated 25% the Palestinian population lives in po-
verty (WB: 16%, GS: 39%) (PCBS). However, PovcalNet (the 
²ƻǊƭŘ .ŀƴƪΩǎ ǘƻƻƭ for analyzing national poverty data), 
implies that poverty - as measured by an internationally 
comparable poverty line - is below 1%. (USAID, West Bank & 

Gaza Inclusive Growth Diagnostic, May 2017). 

 
World Bank analysis suggests that by 2025 growth in the 
West Bank will not exceed 2% annually and Gaza unem-
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ployment could reach 48%. However, removal of Israeli restrictions on Area C alone could bring 
about additional 33% cumulative growth for the West Bank economy and lifting the Gaza blockade 
could lead to additional 32% cumulative growth there (World Bank, Economic Monitoring Report to the AHLC, 

Sept. 2017). 
 

Key Indicators of the Palestinian Economy (excl. Jerusalem, selected years) 
 

 1995 1999 2002   2006    2009 2012 20141 20161 

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 14,976 

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 8.3 -12.5 -3.9 8.7 6.3 -0.2 4.1 

Real GNI growth per capita (%) 0.5 4.7 -16.1 -5.4 3.2 3.6 -1.9 -0.7 
 

Source: UNCTAD, wŜǇƻǊǘ ƻƴ ¦b/¢!5Ωǎ !ǎǎƛǎǘŀƴŎŜ ǘƻ ǘƘŜ tŀƭŜǎǘƛƴƛŀƴ tŜƻǇƭŜ, 2017.  1 Preliminary estimates.     

 
 

Real GDP Growth, 1995-2016 (%) 
 

 
 

Source: World Bank, Economic Monitoring Report to the Ad Hoc Liaison Committee, September 2017. 
 
 
 

West Bank and Gaza - Real GDP per Capita Growth (%) 
 

 

Source:  UNCTAD, wŜǇƻǊǘ ƻƴ ¦b/¢!5Ωǎ !ǎǎƛǎǘŀƴŎŜ ǘƻ ǘƘŜ tŀƭŜǎǘƛƴƛŀƴ tŜƻǇƭŜ, 2017. 

 
 

Gaza Strip  
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WBGS Economic Structure, 2017 (% of GDP) 
 
 

 
Source: PCBS, Quarterly National Accounts, Second Quarter 2017 (East Jerusalem excluded). 

 
 

GDP by Economic Activity and Activity Shares, WBGS, June 2017 

Source: PCBS, Quarterly National Accounts, Second Quarter 2017 (2004=base year), Sept. 2017.  *Excl. East Jerusalem. 

 

 

 

 

Agriculture,  
Forestry & 
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Water, 13.9 

Construction,  
7.5 

Trade & Vehicle  
Repair,  17.5 

Transport & 
Storage, 2.3 Financial & 

Insurance 
Activities, 4.1 

Information & 
Communication,  

5.1 

Services, 20.7 

Public 
Administration & 

Defense, 12.4 

Households with 
Employed 

Persons, 0.1 

Economic Activity West Bank Gaza Total 

Agriculture, Forestry & Fishing 2.4% 3.6% 2.7% 
Mining, Manufacturing, Electricity & Water 

- Mining and Quarrying 
- Manufacturing 
- Electricity, Gas, Steam, Water Supply, Sewerage 

15.6% 
0.5% 
13% 
1.0% 

6.9% 
0.1% 
3.9% 
2.5% 

13.6% 
0.4% 
10.9% 
1.4% 

Construction 7.6% 7.5% 7.5% 
Wholesale & Retail Trade, Repair (Vehicles) 17.5% 17.5% 17.5% 
Transport & Storage 
Financial & Insurance Activities 

2.6% 
4.7% 

1.5% 
2.1% 

2.3% 
4.1% 

Information & Communication 6.5% 0.5% 5.1% 
Services 

- Accommodation and Food Services 
- Real Estate 
- Professional, Scientific & Technical Activities 
- Administrative & Support Services 
- Education 
- Health and Social Work 
- Arts, Entertainment & Recreation 
- Other Services 

18.8% 
0.9% 
4.9% 
1.7% 
0.8% 
6.4% 
2.4% 
0.5% 
1.2% 

26.8% 
1.6% 
5.8% 
0.9% 
0.6% 
9.1% 
5.3% 
0.7% 
2.8% 

20.7% 
1.1% 
5.1% 
1.5% 
0.8% 
7.0% 
3.1% 
0.6% 
1.5% 

Public Administration and Defense 6.6% 30.8% 12.4% 
Households with Employed Persons 0.1% 0.1% 0.1% 

Minus: FISIM -2.9% -1.6% -2.6% 

Plus: Customs Duties 9.0% 1.2% 7.2% 

Plus: VAT on Imports (net) 11.5% 2.8% 9.4% 

Total 100% 100% 100% 

of which (inter alia): 
- Accommodation/Food 1.1% 
- Real Estate     5.1% 
- Education     7.0% 
- Health & Social Work   3.1% 
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Â Consumer Pr ice Index (Yearly Averages) 

The Overall Consumer Price Index for the WBGS (2010=100) reached 111.15 in September 2017, 
decreasing by 0.14% compared with September 2016 (WB: -0.83%, GS: 0.27%, Jerusalem: 1.34%). 
During the first nine months of 2017 the CPI increased by 0.1% compared with the same period in 2016 
(WB: 0.14%, GS: 0.27%, Jerusalem: 2.47%) (PCBS, Monthly Consumer Price Index Numbers, Sept. 2017). 
 
The 0.14% decrease between September 2016 und 2017 was mainly due to decreased prices for food 
and soft drinks (-2.07%), education services (-1.93%), while prices increased mainly for housing (+3.51%) 
and recreational, cultural goods & services (+2.19%) (Ibid.). 
 

 
 
 

  2.x1 Agriculture  
 
The agricultural sector, which accounted for over half of the GDP in 1968, is suffering from occupation-
related actions: blockades; closures; restricted access to land, especially Area C, and natural resources, 
mainly water; deterioration of water quality; damages to agricultural assets; restrictions on import of 
fertilizers and on free trading and movement; confiscation of land and water resources; insufficient 
vaccines; uprooting of trees; difficulty to obtain permits for infrastructure; etc. All these have caused 
inefficiencies, sub-optimal crop allocation, and weak competitiveness. 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 is half that in Jordan and only 43% of the yield in Israel 
(UNCTAD, The Besieged Palestinian Agricultural Sector, November 2015). In 2016, agriculture activities declined 
further: in the West Bank by 12%, in Gaza by 8.7%, now only contributing 2.9% to the GDP (PCBS, 

Performance of the Palestinian Economy, 2016, May 2017). 
 
Only 21% of the cultivable land is utilized and 93% of it is not irrigated. 
The loss from non-irrigation is estimated at 10% of GDP and 110,000 jobs. 
In addition, Israeli restrictions on the import of suitable fertilizers cost 
the Palestinian agricultural producers US$ 28.6 million and cut one-third 
of land productivity, while Israeli producers enjoy subsidized imports. 
Some US$ 500 million in products originating in Israel enter Palestine (E. 

Barreto: Palestine: Microeconomic Competitiveness Analysis and Mapping of Market Access and Infrastructure Issues and 

Concerns. Memo, 2017, quoted in: PCBS/MAS/PMA/PCMA, Economic Monitor, #47, March 2017). 
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The GDP share of agriculture has de-
clined by 72% since 1994 (Report on 

¦b/¢!5Ωǎ !ǎǎƛǎtance to the Palestinian 

People, 2014). It was estimated at only 
2.9% in June 2017 (WB: 2.4%, GS: 
3.6%) (PCBS, Quarterly National Accounts, 

Q2-2017). 
 

Agrifood exports account for 21% of 
Palestinian exports, with Israel ac-
counting for over 75% of the total 
export value (UNSCO, Report to the AHLC, 

September 2016). 

 
It is estimated that the occupation of Area C (= 60% of West Bank land and over 66% of its grazing land) 
costs the Palestinian economy the equivalent of 35% of GDP (US$4.4 billion in 2015). Moreover, since 
1967, over 2.5 million productive trees (including 800,000 olive trees) have been uprooted (UNCTAD, 

wŜǇƻǊǘ ƻƴ ¦b/¢!5Ωǎ !ǎǎƛǎǘŀƴŎŜ ǘƻ ǘƘŜ tŀƭŜǎǘƛƴƛŀƴ tŜƻǇƭŜ, 2016).   
 

In 2016, the number of employed persons in the sector fell by 15.2% over 2015, comprising only 7.2% 
of total employment (PCBS, Performance of the Palestinian Economy, 2016, May 2017). In June 2017, 7% of the 
employed persons in the WBGS were working in agriculture, fishing and forestry (WB: 7.8%, GS: 
5.1%), many of them as unpaid family members (38% of all unpaid family members in the total work 
force worked in this field (WB: 45%, GS: 8.9%) (PCBS, Labor Force Survey, Q2-2017).  
 

The Agricultural Sector at a Glance  
 WBGS West Bank Gaza 
No. of Agricultural holdings a 
     -  mixed /  animal holdings 

 
20,010 / 12,167 

 
17,107 / 8,569 

 
2,903 / 3,598 

Total Cultivated Land Area (dunums) b 
   -  of which with permanent crops    

931,500 
659,900 

843,500         
612,700 

88,000 
47,200 

No. of slaughtered cowsc 33,129   
No. of slaughtered sheepc 42,354   
No. of slaughtered goatsc 4,004   
No. of slaughtered camelsc 22   
No. of produced broilersc 75,836,000 52,242,900 23,293,100 
No. of produced layersc 761,100  761,100 
Caught fish (metric tons)c 3,226.42  3,226.42 
No. of fishing boatsc 1,261  1,261 
No. of beehivesa  46,226 39,211 7,015 

  Sources: 
a 
PCBS, Livestock Survey, 2013, April 2014, 

b 
PCBS, West Bank Northern Governorates Statistical Yearbook, 

2013, 2014. 
c
 PCBS, Annual Agricultural Statistics, 2015. 

 
¶ Olives cover some 48% of the agricultural land in the WBGS, account for 70% of fruit production, 

and contribute around 14% to the Palestinian economy. 93% of the harvest is used to produce olive 
oil (JAI Olive Tree Campaign, Report 2014-2015). In 2016, 274 oper-
ating olive presses (WB: 245, GS: 29) extracted 20,135 liters 
of oil (PCBS, Olive Presses Survey, 2016). 

¶ In Gaza, 35% of the agricultural land and 85% of the fishing 
waters are not accessible to producers (UNCTAD, Report on UN-

/¢!5Ωǎ !ǎǎƛǎǘŀƴŎŜ ǘƻ ǘƘŜ tŀƭŜǎǘƛƴƛŀƴ tŜƻǇƭŜ, 2017).  

¶ In 2015, 3,617 fishermen with a total of 1,261 boats were 
working in DŀȊŀΩǎ ŦƛǎƘing industry (PCBS, Livestock Statistics, 

2016). Although the Oslo Accords stipulate a fishing zone of 
20 nautical miles (NM), Israel limits it to less than half of 
this. On 3 May 2017, Israel temporarily expanded the fish-
ing zone in southern Gaza to 9 NM, while retaining the 
άǳǎǳŀƭέ 6 NM limit in the north. On 27 June Israel reversed 
the decision, but reintroduced it on 18 October for two 
months.  
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  3.0    Industry & Private Sector  
 
ÂFacts & Figures  
 
¶ Israeli imposed administrative and movement/access restrictions severely limit private sector 

activity and discourage private investment, which is amongst the lowest in the world. As a result 
productive capacity remains very low and aid dependency increases.  

¶ The manufacturing ǎŜŎǘƻǊΩǎ GDP share has 
dropped from 19% in 1994 to an average 
of 11% in recent years (World Bank, Economic 

Monitoring Report to the AHLC, Sept. 2017). As of 
June 2017, its share was estimated at 
13.6% in June 2017 (WB: 15.6%, GS: 6.9%) 
(PCBS, Quarterly National Accounts, Q2-2017). 

¶ In 2016, ǘƘŜ ǎŜŎǘƻǊΩǎ ŎƻƴǘǊƛōǳǘƛƻƴ ǘƻ ǘƘŜ 
GDP rose to 13.9% (WB: 15.5%, GS: 8.4%), 
while there was only minor increase (0.3%) 
in the number of employees, which ac-
counted for 13.5% of all employed people 
(PCBS, Performance of the Palestinian Economy, 

2016, May 2017). However, there is an over-
all decline in private sector contributions 
to GDP (with a corresponding increase in government spending for public administration and 
defense). 

¶ Investment in plant and machinery as a proportion of GDP has fallen from 12.9% in 2000 to 4.8% 
in 2014 (Office of the Quartet, Report for the Meeting of the AHLC, September 2016). 

¶ As a result of the ongoing restrictions, the Palestinian economy has been de-industrialized with the 
share of manufacturing in GDP has halved in the last 25 years. Private investment levels, averaging 
about 15% of GDP in recent years, are very low and concentrated in low productivity activities less 
affected by political risk. Some 50% of all private lending is going to construction or consumer loans 
(World Bank, Economic Monitoring Report to the AHLC, September 2017). 

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

 
 

Source: ²ƘŀǘΩǎ IƻƭŘƛƴƎ .ŀŎƪ ǘƘŜ tǊƛǾŀǘŜ {ŜŎǘƻǊ ƛƴ aŜƴŀΚ YŜȅ CƛƴŘƛƴƎǎΣ нлмсΣ http://www.enterprisesurveys.org/ 
reports/ ~/media/GIAWB/EnterpriseSurveys/Documents/Misc/KeyFindings-MENA-Business-Climate-2016.pdf. 

 

¶ By June 2017, 13.2% of the employed persons were working in mining, quarrying & manufacturing 
(WB: 16%, GS: 6.5%), 16.5% in construction (WB: 20.9%, GS: 5.6%)(PCBS, Labor Force Survey, Q2-2017). 

¶ Credit to the private sector represents only 24% of the total allocated credit (public sector = 76%), 
and less than 5% of companies have lines of credit with local banks (PCBS/MAS/PMA/PCMA, Economic 

Monitor, #47, March 2017). 

¶ Some 46% of total registered companies are 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/PMA/PCMA, Economic Monitor, #47, March 2017).  

¶ Some 89% of all registered firms have 4 or less employees and only 137 companies have over 100 (E. 

Barreto, Palestine: Microeconomic Competitiveness Analysis and Mapping of Market Access and Infrastructure Issues 

and Concerns. Memo, 2017, quoted in PCBS/MAS/ PMA/PCMA, Economic Monitor, #47, March 2017). 
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¶ With some 87% of private sector firms in the WBGS being small or medium size (up to 99 em-
ployees) - compared to 67% for the MENA region - there is little potential to create jobs (World Bank 

Enterprise Surveys, http://www.enterprisesurveys.org/data/ exploretopics/workforce). 

¶ ¢ƘŜ ².D{ ǊŀƴƪŜŘ ƻƴƭȅ bƻΦ мпл όƻǳǘ ƻŦ мфлύ ƻƴ ǘƘŜ ²ƻǊƭŘ .ŀƴƪΩǎ Doing Business 2017 index (down 
from 138 in 2016 and 129 in 2015), which lists economies on their ease of doing business 
(starting/operating a local firm). It ranked No. 101 in paying taxes, No. 70 in getting electricity, and 
No. 99 in trading across borders, but only No. 158 in protecting minority investors, No. 169 in 
starting a business, No. 157 in dealing with construction permits, and 169 in resolving insolvency. 
Among the 20 Middle East/North African states, Palestine ranked No. 14. In comparison, Israel 
ranked No. 52 on the overall list (http://www.doingbusiness.org/rankings).  

¶ In the ¦b5tΩǎ 2016 Human Development Index, Palestine ranks 114 (down from 113 in 2015 and 
107 in 2014) out of 188 countries with an HDI of 0.684, lying above the average for countries in the 
medium human development group (HDI: 0.631) but below the Arab states average (HDI: 0.687). 
Israel, in comparison, ranks No. 19 with an HDI of 0.899 (http://hdr.undp.org/en/). 

 
 

 4.4   Labor Market & Employment  

 

Â General Development  
 

¶ The Palestinian labor market is not providing enough employ-
ment opportunities across the educational and skills spectrum, 
disproportionately affecting women youth. Over the past 20 
years, the labor force increased by 0.8 million, while only 0.5 
million additional jobs were created, raising the number of un-
employed by 0.3 million and resulting in an unemployment rate between 20-31% in the post Oslo 
period (World Bank, Economic Monitoring Report to the AHLC, Sept. 2017). On average, the labor force grew 
by 4% annually since 1990, with jobs primarily created in low-value added sectors and the gov-
ernment. (USAID, West Bank and Gaza Inclusive Growth Diagnostic, May 2017). 

¶ In 2016, the size of the labor force increased by 2.9%, the number of employed persons grew by 1.7% 
(WB: 0.6%, GS: 4.6%) and the labor force participation rate decreased to 46.5% (down from 46.7%), 
resulting in an unemployment rate of 27.1% (compared with 26.1% in 2015) (PCBS, Performance of the 

Palestinian Economy, 2016, May 2017). 

 
 
 
 
 

 
¶ As of June 2017, the Palestinian labor force (working age population of 15+ years) was ς by ILO 

standards - 3,012,400 people strong, of which 1,367,900 (or 45.4% - which is very low by interna-
tional standards) participated in the labor force (WB: 46%, GS: 44.4%), while 54.6% or 1,644,500 
people remained outside the labor force. Of the 45.4% participating, 71.1% were males and 18.5% 
females (PCBS, Labor Force Survey Report Series, Q2-2017). 

Labor Force Status, June 2017 

 
Source: PCBS, Labor Force Survey Report Series, Q2-2017. 
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¶ The main reason for being outside the labor force is housekeeping (46.2%), followed by study-
ing/training (32.6%) and age/illness (13.8%) (Ibid.). 

¶ Some 81.4% of West Bank and 100% of Gazan workers were working in the Palestinian territories, 
72.6% and 81.0% of them within the same region. About 18.6% of the West Bankers were employed 
in Israel, incl. settlements (Ibid.). 

¶ Of the employed workforce, 62.4% were working in the private sector (WB: 65.1%, GS: 55.8%), 21.9% 
(WB: 15.4%, GS: 38.1%) in the public sector, 2.4% in other sectors (WB: 0.9%, GS: 6.1%) (Ibid.).  

Labor Force Distribution by Sector (%) 
 

 
Source: PCBS, Labor Force Survey, Q2-2017. 

 

 

Source: PCBS, Labor Force Survey, Q2-2017. 

¶ As of June 2017, average daily net wages for Palestinians were NIS 103.7 (West Bank, excl. settle-
ments), NIS 59.9 (Gaza) and NIS 222.6 (Israel and settlements). The average daily wage in the public 
sector was NIS 107.3 (WB: NIS 115.2, GS: NIS 92.3) compared to 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 women 84. The 
highest average daily wages were paid in services/other branches (WB: NIS 114.2; GS: NIS 88) and 
in Israel in construction (NIS 248.6). The average monthly wage in the WBGS was NIS 2,968 (PCBS, 

Labor Force Survey Report Series, Q2-2017).  

¶ On 9 October 2012, the PA adopted a minimum wage of NIS 1,450 per month, NIS 65 per day and NIS 
8.50 per hour for all sectors. However, about 36% (WB: 21%, GS: 67%) of private sector employees 
receive less than the minimum wage (PCBS, Press Release on Palestinian Child Day, 5 April 2016). In 
comparison: LǎǊŀŜƭΩǎ minimum wage is NIS 5,000/month and NIS 26.88/hour since January 2017.  

¶ As of June 2017, unemployment - by ILO standards - stood at 29% (WB: 20.5%, GS: 44%). Unem-
ployment among refugees was with 35.4% considerably higher than among non-refugees (24.7%), 
and among women (50%) much higher than among men (23.7%). The highest unemployment oc-
curred in the age group from 20-24 years (46.3% - WB: 32.9%, GS: 67.4%). Unemployment figures 
do neither include underemployed workers (1.8% of the labor force) who have turned to unpaid 
family or seasonal agriculture labor, nor discouraged workers who left the labor force, nor those ab-
sent from their usual work due to illness, work stoppage, etc. but still receiving their pay).  
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Unemployment in the West Bank and Gaza Strip, 1999-June 2017 

 

Source: PCBS, Labor Statistics, various years. 

 

¶ Most of the Palestinian labor force has a secondary or tertiary level education, and the labor force 
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 market (USAID, 

West Bank and Gaza Inclusive Growth Diagnostic, May 2017).  

¶ Only 52.6% of all production workers are skilled workers (compared to 88.8% in Israel and 65.9% in 
the MENA average), and only about 11% of Palestinians firms offer formal training (WB: 14%, GS: 
3%) (World Bank, Enterprise Surveys, http://www.enterprisesurveys.org). 

¶ It should be noted that it is estimated that without the jobs in Israel/settlements, the unemploy-
ment rate in the West Bank would be over 36%, i.e. close to the rate of Gaza (UNCTAD, Report on 

¦b/¢!5Ωǎ !ǎǎƛǎǘŀƴŎŜ ǘƻ ǘƘŜ tŀƭŜǎǘƛƴƛŀƴ tŜƻǇƭŜ, 2017). 

¶ Some 16.7% of the employed persons are affiliated to a workers vocational union, more than double 
as many in Gaza (29.3%) than in the West Bank (11.3%) (PCBS, Labor Force Survey, Q2-2017). According to 
the ILO, trade union membership in 2015 reached 236,600 workers (190,000 men and 46,600 
women) (ILO, The Situation of Workers of the Occupied Arab Territories, 2017). 

¶ Some 50.5% of the wage employees in the private sector are hired without a contract (WB: 38.1%, 
GS: 75.6%), only 21.9% contribute to a pension fund, 21.7% have annual paid leave and 31.4% of 
female employees receive paid maternity leave (Ibid.). 

 
Palestinian Labor Force ς Various Features (by ILO Standards) 

 
By Employment Status (%) 

2017 (June) 
  WB           GS      Total 

1997-99 
Average 

2005 2010  2016 

Labor force participation rate  
Full employment 
Underemployment (time related) 

Unemployment 

46.0 
77.8 
1.7 
20.5 

44.4 
54.1 
1.9 
44.0 

45.4 
69.2 
1.8 
29.0 

42.85 
77.7 
6.7 
15.5 

40.4 
69.9 
6.6 
20.4 

41.1 
69.2 
7.1 
23.7 

45.7 
71.2 
1.9 
26.9 

By Labor Status (%):   
Employers 
Self-employed  
Waged employees  
Unpaid family members  

7.4 
21.0 
66.7 
4.9 

3.3 
13.4 
80.4 
2.9 

6.2 
18.9 
70.6 
4.3 

5.5 
20.4 
65.4 
8.7 

4.3 
26.1 
59.5 
10.1 

6.4 
18.8 
67.6 
7.2 

6.2 
19.2 
68.8 
5.8 

By Economic Activity (%)*:   
Agriculture, forestry, fishing  
Mining, quarrying, manufacturing  
Construction 
Commerce, hotels, restaurants 
Transport, storage, communication 
Services and other branches 

7.4 
16.5 
24.6 
23.1 
7.2 
21.2 

5.5 
6.9 
6.1 
22.9 
8.8 
49.8 

6.8 
13.7 
19.1 
23.0 
7.6 
29.8 

12.8 
15.8 
21.2 
17.8 
4.7 
27.7 

15.0 
12.9 
12.8 
19.2 
5.6 
34.5 

11.8 
11.4 
13.2 
19.3 
6.0 
38.3 

7.4 
14.6 
18.0 
23.6 
6.9 
29.5 

9.5 
12.2 

21.6 

28.2 

23.7 22.8 
20.4 
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17.9 
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16.9 
18.9 
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40.6 
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32.6 
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41.5 

41.7 
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11.8 
14.3 

25.3 

31.2 

25.5 

26.8 
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21.7 

26.6 
24.5 23.7 

20.9 
23 23.4 

26.2 24.8 
26.9 

29 

13.6 

20 

35.6 

42.6 
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Working Time and Wages  WB GS Israel WBGS average 
1997-9    2005      2010       2015 

Average weekly working hours 43.8 37.1 40.3 44.3 42.4 41.5 41.4 
Average monthly working days  23.0 22.8 18.4 22.6 23.3 22.2 22.0 
Average daily net wage ς NIS 103.7 59.9 222.6 67.8 77.0 91.7 103.9 
Median daily net wage - NIS 96.2 40.0 200.0 53.8 67.0 76.9 84.6 

* Including workers in Israel and settlements; Source: PCBS, Labor Force Survey Report, Q2-2017, previous rounds. 
 
 

Â Publ ic  Sector Employment  
 
¶ In recent years, about 22% of the Palestinian workforce is employed by the public sector, mainly due 
ǘƻ  ǘƘŜ ǇǊƛǾŀǘŜ ǎŜŎǘƻǊΩǎ ƛƴŀōƛƭƛǘȅ ǘƻ ŀōǎƻǊō ǿƻǊƪŜǊǎ ŀǎ ŀ ǊŜǎǳƭǘ ƻŦ ǊŜǎǘǊƛŎǘƛƻƴǎ ƻƴ ƳƻǾŜƳŜƴǘǎΣ 
investments, exports and imports and the high population growth (USAID, West Bank and Gaza Inclusive 

Growth Diagnostic, May 2017). 

¶ As of June 2017, 21.9% of the em-
ployed workforce worked in the pub-
lic sector (WB: 15.4%, GS: 38.1%) as 
compared to 62.4% in the private 
sector (WB: 65.1%, GS: 55.8%) (PCBS, 

Labor Force Survey Report Series, Q2-2017). 

¶ As of June 2017, the average daily 
wage in the public sector was NIS 
107.3 (WB: NIS 115.2, GS: NIS 92.3) 
compared to NIS 77.9 in the private sector (PCBS, Labor Force Survey Report, Q2-2017). 

¶ In April 2017, the PA eliminated all allowances for Gaza public employees, resulting in an average 
salary cut by 30%. In July, it referred 7,000 civil servants in Gaza to early retirement to be 
followed by 5,000 security forces (World Bank, Economic Monitoring Report to the AHLC, Sept. 2017). 

¶ At 45% of total expenditures and 15% of GDP, the relative size of the t!Ωǎ wage bill is one of the 
highest in the world (well above the below 10% of GDP figure that is expected from a country of 
tŀƭŜǎǘƛƴŜΩǎ development level) and a main reason for its chronic fiscal problems. The high wage 
bill results from the high average public sector wage, pay practices, annual 1.25% step increases, 
and automatic promotions (World Bank, IMF, Reports to the AHLC, September 2016). 

¶ Although the overall number of civil servants is not large by international standards, particularly 
ǘƘŜ ƘŜŀƭǘƘΣ ŜŘǳŎŀǘƛƻƴ ŀƴŘ ǎŜŎǳǊƛǘȅ ǎŜŎǘƻǊǎ ŀǊŜ ŎƻƴǎƛŘŜǊŜŘ ƻǾŜǊǎǘŀŦŦŜŘΦ {ƛƴŎŜ нлмоΣ ǘƘŜ t!Ωǎ ŀƴƴǳŀƭ 
budget has called for a zero net hiring policy, but the number of PA employees has increased by 
1,047, on a net basis, in 2016 due to additional recruitment in the West Bank (mainly in 
education) while net employment in Gaza decreased. PA employment increased by 1,965 in the 
West Bank and by 8 abroad, and decreased by 926 in Gaza. The net increase in education and 
health was 1,146 and 302 employees respectively, while it was reduced by 244 in the security 
sector (World Bank, Economic Monitoring Report to the Ad Hoc Liaison Committee, May 2017). 

 
Â Women in the Labor  Force  
 
¶ Despite the high and successful second-

ary school enrollment of women, which 
generally correlates positively with fe-
ƳŀƭŜ ǿƻǊƪΣ ǿƻƳŜƴΩǎ labor force partici-
pation (15+ yrs) remains low, accounting 
for only 19.3% of the formal labor force 
in 2016 - one of the lowest in the world. 
In 2016, 44.7% of the female labor force 
was unemployed (males: 22.2%) (PCBS, 
Press Release on International Women's Day 
2017, 7 March 2017). As of June 2017, un-
employment stood at 50%, most of them 
(72.7%) in the 20-24 years age group. 
(PCBS, Labor Force Survey Report Series, Q2-

2017). While the female rate has in-
creased over the last 15 years, it is still low by regional comparison (see table below).  

70.7 
64.5 65.9 66.7 66.6 66.8 69.1 71.5 71.9 71.6 

12.3 10.5 13.5 14.6 15.3 14.7 17.4 19.4 19.1 19.3 

0 
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60 

80 

1999 2002 2004 2006 2008 2010 2012 2014 2015 2016 

Labor Force Participation Rate, 2001-16 
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       Source: PCBS, Labor Force Survey, Annual Report 2016. 
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Source: World Bank, https://data.worldbank.org/indicator/SL.TLF.TOTL.FE.ZS?locations=MD-IE&view=chart. 
 
 
¶ Most working women (46.7%) have over 13+ years of schooling. However, they are also those re-

ported with the highest unemployment rate (57.4%) (PCBS, Labor Force Survey Report Series, Q2-2017).   

¶ Main reasons for female non-participation in the workforce was housekeeping (62.7%), study-
ing/training (25.7%), and age or illness (6.6%) (Ibid.).  

¶ Employment of women is concentrated in services (65.6%, mostly in public administration) (Ibid.). 

¶ The vast majority of the female labor force (74.2%) were wage employees, 14.5% self-employed, 
9.9% unpaid family members, and 1.4% employers (Ibid.). 

¶ The rate of females aged 15-29 who transitioned from school to the labor market was only 6.6% 
(compared to 44.8% of males) (PCBS, Press Release on International Women's Day 2017, March 2017). 

 

Â Chi ldren & Youth  
 
¶ In 2016, the percentage of working children was 1.7% for the age group 10-14 years and 7.8% for 

the age group 15-17 years. Of these 17% (10-14 years) and 31% (15-17) respectively were not 
enrolled in education (PCBS, The Status of the Rights of Palestinian Children 2016, April 2017). 

¶ Most of the working children (10-17 years) worked in trade/restaurants/hotels (35.8%), agricul-
ture/forestry/fishing (23%), or mining/queries/ transformational industry (19.8%) (Ibid.).  

¶ The main reason for child labor is low economic status of the household. In mid-2017, 3.1% of the 
10-17 years old were employed (WB: 4.2%, GS: 1.5%) (PCBS, Labor Force Survey Report Series, Q2-2017). 

¶ In mid-2017, the unemployment rate of youth (15-29 years) had reached 50%. The highest unem-
ployment was with 46.3% among 20-24 year olds (WB: 32.9%, GS: 67.4%) and particularly con-
cerning youth who had not completed school. Unemployment among youth graduates stood at 
53% (PCBS, International Youth Day, 12/08/2017, August 2017). The main reasons for not working were 
unavailable jobs (76.4%) or jobs not matching qualifications and experience (9.6%). (PCBS, Pales-

tinian Youth Survey 2015, Feb. 2016). 

 

Â WBGS Laborers in Israe l  
 
¶ Prior to the second Intifada, during the third 

quarter of 2000, 146,000 Palestinians 
(116,000 from the West Bank, incl. East Je-
rusalem, 30,000 from Gaza) worked in Israel 
and settlements (PCBS). The number has sig-
nificantly declined since as permits for em-
ployment in Israel are limited to security-
cleared West Bank Palestinians, who are at 
least 22 years of age, married and possess a 
magnetic identification card. Workers from 
Gaza have not been able to obtain such 
permits since April 2006. The permit system 
continues to be subject to ad hoc adjust-
ments (ILO, The Situation of Workers of the Occu-

pied Arab Territories, 2017).  
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¶ As of June 2017, the number of Palestinians employed in Israel and settlements was 128,400 (up from 
114,200 in June 2016 and 112,200 in June 2015). Of those, 62,300 had a permit, 37,900 worked with-
out a permit, and 28,200 held an Israeli identity card or foreign passport. Some 110,100 worked in 
Israel, 18,300 in settlements (PCBS, Labor Force Survey, Q2-2017).  

¶ According to the Israeli Coordinator of Govern-
ment Activities in the Territories (COGAT), the 
overall quota for Palestinian workers in Israel in-
creased from 74,400 by the end of 2016 to 
81,500 in March 2017. The quota for work 
permits in the settlements was increased by 
2,900, reaching a total of 29,795 in March 
2017. It is estimated that some 35,000-42,000 
additional workers seek work in Israel without 
permits or with permits issued for purposes 
other than employment. The Israeli permit system has led to the emergence of permit brokers, who 
charge workers exploitative fees between NIS 1,500-2,500 (ILO, The Situation of Workers of the Occupied 
Arab Territories, 2017). 

¶ In mid-2017, 18.6% of West Bank employees worked in Israel or settlements, with an average daily 
wage of NIS 222.6 and 18.4 average monthly working days (Ibid.), adding up to an average monthly 
wage of NIS 4,096. (Average wage for Israelis = NIS 10,449 as of March 2017 (http://www.cbs.gov.il). 

¶ The vast majority of those working in Israel or settlements worked in construction (57.6%), followed 
by Commerce/Hotels/ Restaurant (12.7%), mining/quarrying/manufacturing (12.6%), and Agriculture 
(8.8%) (PCBS, Labor Force Survey, Q2-2017). 

¶ Palestinians working in Israel and settlements are often employed in dangerous and difficult jobs 
with no adequate health and safety provisions nor proper payment (receiving only 39-44% of the 
pay of an Israeli worker performing similar work) (Macro Centre for Political Economics, The Working Condi-

tions of Palestinian Wage Earners in Israel, Tel Aviv, February 2017). 
 

  5.x Tourism  

 
While the Israeli tourism industry has flourished since 1967, often through the exploitation of Pal-
estinian sites, the Palestinian sector faces unfair competition and discriminatory restrictions due 
to LǎǊŀŜƭΩǎ ŎƻƴǘǊƻƭ ƻǾŜǊ ƭŀƴŘΣ ǊŜǎƻǳǊŎŜǎ ŀƴŘ ǇŜƻǇƭŜΣ and its ongoing attempts to subvert Palestinian 
history, culture and identity.  
 

¶ As of June 2017, 21.4% of the employed persons in the WBGS were working in commerce, restau-
rant and hotels (WB: 21.5%, GS: 21.0%) (PCBS, Labor Force Survey, Q2-2017). 

¶ In 2015, 7,218 establishments were working in tourism (up from 7,064 in 2014). Of these, 3,685 
were restaurants, 382 souvenirs & handicrafts shops, 1,510 outlets in beverage serving, 210 work-
ing in antiques and wooden handcrafts, 264 car rental services, 105 organizing trips to Haj and 
Umrah, 106 hotels, 52 travel and tourism agencies, 107 tour operator activities and 797 engaged in 
creative arts, entertainment and other recreational activities (PCBS, Press Release on World Tourism Day, 

Sept. 2017). 

¶ Accommodation and food services contributed 1.1% to the GDP in the 2nd Quarter of 2016 (excl. 
East Jerusalem) (PCBS, Quarterly National Accounts, Q2-2017). 

¶ According to the UN Word Tourism Organization, Palestine recorded a 57.8%-increase in the number 
of foreign tourists during the first half of 2017, thus topping the list of fastest growing destinations 
ŎƻƳǇŀǊŜŘ ǘƻ ǘƘŜ ǇǊŜǾƛƻǳǎ ȅŜŀǊΦ ¢ƘŜ ǊƛǎŜ ƛǎ Ƴŀƛƴƭȅ ŀǘǘǊƛōǳǘŜŘ ǘƻ ǘƘŜ ƻǇŜƴƛƴƎ ƻŦ ŀǊǘƛǎǘ .ŀƴƪǎȅΩǎ 
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 630,000 tourists in Palestine) (Gilad, MmΣ άtŀƭŜǎ-

tinian Authority Tops UN List of Fastest-ƎǊƻǿƛƴƎ ¢ƻǳǊƛǎǘ 5ŜǎǘƛƴŀǘƛƻƴǎΣέ Haaretz, 12 August 2017). 
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Hotels and Related Features 
 

  
Area 

 
Hotels 

 
Rooms 

 
Beds 

 
Guests 

Room         Bed 
Occupancy1 

Workers engaged 
Admin. Operation Total 

End 1999 WBGS  92 3,752 8,102 316,871 35.5% 30.3%   308      1,399      1,637  

End 2013 WB  113 6,072 13,902 600,362 21.4% 31.3%   559      2,391      2,265 

 

 

as of June 

2017 

 

WB all 

 -North 

 -Middle 

 -South 

104 

29 

36 

39 

5,734 

528 

1,529 

  3,667 

12,609 

1,212 

3,353 

7,412 

202,233 

19,983 

32,214 

  148,036 

 

15.4% 

22.8% 

8.9% 

 

11.1% 

14.6% 

21.7% 

 

WΩƭŜƳ 21 1,468   3,024 58,635 33.9% 29.6%  

Total 125 7,202 15,663 260,868 17.5% 20.8%   716      2,233    2,9492 

June 2012 Gaza 12 619 1,167 2,228 11.5% 6.4%  
 

1 Average length of stay: 3.0 days.    2 incl. 705 female    (Source: PCBS, Hotel Activities Surveys, 2017.) 
 
 

Hotel Guests in Palestine, 1996-June 2017 

  
Source: PCBS, Hotel Activities Surveys, 1996-2017. 

 
 

Guests by Nationality (Jan.-June 2017): 

 
Palestinian (from abroad) 20,961 
Arab     4,966 
Israeli                 33,873 
US/Canada                  24,277 
Other American     4,951 
Australia/New Zealand   1,775 
EU                  96,998 
Other European       14,381 
Asia   54,496 
Africa       4,190 
Total:                  260,868 
 

Source: PCBS, Hotel Activities Surveys, 2017. 
 
 

  8...  Trade  

 
The trade sector suffers from Israeli restrictions (with some 500 closure obstacles on average in the 
West Bank and a long list of dual use items whose export/re-export from Israel to the PA is highly 
controlled), the provisions of the 1994 Paris Protocol, an underdeveloped industrial base, and lack of 
access to natural resources, markets and investment. The steady increase in the non-tradable sectors 
(services, to lesser extent construction) and the de-agriculturalization and de-industrialization trends 
reflect the donor-driven nature of the economy. From 1975-2014, the GDP share of the tradable goods 
sector (agriculture & industry) dropped from 37% to 18%, the employment share from 47% to 23% 
(UNCTAD, wŜǇƻǊǘ ƻƴ ¦b/¢!5Ωǎ !ǎǎƛǎǘŀƴŎŜ ǘƻ ǘƘŜ tŀƭŜǎǘƛƴƛŀƴ tŜƻǇƭŜ, Sept. 2016).   
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External Trade (excl. Jerusalem) - Key Indicators (millions of US$) 

 1995 1999 2002  2006 2010 2014 20151 20161 
Exports of goods and services 562 752 478 736 1,367 2,172 2,338 2,432 
Imports of goods and services 2,441 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 -49.4 -60.0 -43.7 -39.6 -41.0 -38.6 
Trade balance with Israel (US$ million) -922 -1,598 -886 -1,887 -2,737 -2,838 -2,578 -2,602 
Trade balance with Israel (% of GDP) -28.1 -37.4 -24.9 -38.4 -30.7 -22.3 -20.3 -19.4 
PA trade with Israel ς  
 - as % of total Israeli trade 

 
4.2 

 
3.7 

 
1.8 

 
2.2 

 
2.1 

 
3.1 

 
3.5 

 
3.3 

- as % of total PA trade 83.5 67.5 56.9 64.4 66.6 61.9 59.8 58.5 
 
Source: UNCTAD, wŜǇƻǊǘ ƻƴ ¦b/¢!5Ωǎ !ǎǎƛǎǘŀƴŎŜ ǘƻ ǘƘŜ Palestinian People, 2017.    1 Preliminary estimates. 

 
 
Â Facts & Figures  
 
¶  Palestine is highly import-dependent and re-

liant on Israel as it main trading partner. As long 
as barriers to trade, access, and movement re-
main high, the Palestinian economy will con-
tinue a path of low growth and high joblessness. 
Export growth has been achieved through ex-
pansion of key existing products rather than di-
versification through new products (USAID, West Bank and Gaza Inclusive Growth Diagnostic, May 2017). Main 
import items are mineral products (fuel, lubricants) followed by industrial supplies (mainly machi-
nery, equipment), while the largest export items are industrial supplies (especially articles of stone, 
plaster, cement, asbestos, mica or similar materials) (PCBS, Registered Foreign Trade Statistics, 2016, Oct. 

2017; for a detailed list of trade items see: http://www.pcbs.gov.ps/Downloads/book2287.pdf - table 8).  

¶ As of June 2017, wholesale and retail trade (including repair) contributed 17.5% to the GDP (excl. 
East Jerusalem) (PCBS, Quarterly National Accounts, Q2-2017). 

¶ In 2016, exports decreased by 3.3% compared to 2015 and reached US$ 926.5 million, while im-
ports decreased by 2.6% to US$ 5,363.8 million (Registered Foreign Trade Statistics, 2016, Oct. 2017).  

Trade Balance in the Palestinian Territory, 1995-2016 

 
 

 
 
 
 
 
 
 
 
 
 

 
 

Source: PCBS, Registered Foreign Trade Statistics, 2016, Oct. 2017. 
 
 

¶ Between July 2016 and July 2017 exports increased by 8.0% and imports by 21.1%, resulting in an 
18.6% increase of the trade balance (PCBS, Preliminary Results of the Palestinian Registered External Trade in 

Goods of July 2017, Sept. 2017). With close to 40% of GDP the trade deficit is one of the highest in the 
world (World Bank, Economic Monitoring Report to the AHLC, Sept. 2017). 

¶ Trade dependence on Israel as the only viable foreign market for Palestinian exports and imports 
persists. While total trade accounts for 77% of GDP, this is mostly due to trade 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 imports and absorbed about 85% 
of Palestinian exports (UNCTAD, wŜǇƻǊǘ ƻƴ ¦b/¢!5Ωǎ !ǎǎƛǎǘŀƴŎŜ ǘƻ ǘƘŜ tŀƭŜǎǘƛƴƛŀƴ tŜƻǇƭŜ, 2017).  In July 2017, 

Imports Net Trade Balance in Goods Exports 
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exports to Israel represented 90.7% of total exports, imports from Israel 58.3% of all imports (PCBS, 

Preliminary Results of the Palestinian Registered External Trade in Goods of July 2017, Sept. 2017). 

¶ The second most important market for Palestinian goods after Israel is the EU, which in April 2011 
gave all agricultural and fishery products originating in the WBGS immediate duty free access to its 
market. In 2016, exports ǘƻ ǘƘŜ 9¦ ŀƳƻǳƴǘŜŘ ǘƻ ϵм7 million (a 5.5% increase over 2014) and 
imports ŦǊƻƳ ǘƘŜ 9¦ ǘƻ ϵ254 million (a 30.3% increase over 2015), resulting in a trade balance of -
ϵ237 million. Exports are mainly agricultural products (77.2%), mostly vegetable products (48%), 
imports are mainly industrial products (76.4%), mostly transport equipment (40.5%) 
(http://trade.ec.europa.eu/doclib/docs/2006/september/tradoc_113382.pdf). 

 

  
¶ Average trade costs per transaction for a Palestinian firm are nearly three times as high as for an 

Israeli firm, while the average duration of the import process for a Palestinian firm is nearly four 
times as long. Alleviating external restrictions could raise real GDP by some 36% in the West Bank 
and 40% in Gaza by 2025 (World Bank, Economic Monitoring Report to the AHLC, Sept. 2017). 

 

 

Source: World Bank, Economic Monitoring Report to the AHLC, Sept. 2017. 
 

¶ As of August 2017, a monthly average of 10,114 truckloads of goods had entered Gaza (mainly con-
struction materials and human food products), while only 223 truckloads had left (agricultural 
products, furniture and textiles to the West Bank; agricultural products and scrap metal to Israel) 
(OCHA, DŀȊŀ /ǊƻǎǎƛƴƎǎΩ hǇŜǊŀǘƛƻƴ {ǘŀǘǳǎΣ aƻƴǘƘƭȅ ¦ǇŘŀǘŜǎύΦ 
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Source: PCBS, Registered Foreign 
Trade Statistics, 2016, Oct. 2017. 
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Source: OCHA, DŀȊŀ /ǊƻǎǎƛƴƎǎΩ hǇŜǊŀǘƛƻƴ {ǘŀǘǳǎΣ aƻƴǘƘƭȅ ¦ǇŘŀǘŜ - August 2017. 

 

 
 
 
 
 
 
 
 
 
 

 
 

  7.41 Finances  

 
Â Taxat ion  
 
¶ The authority to organize all tax-re-

lated issues was transferred to the PA 
as part of the Gaza-Jericho/Oslo I Ac-
cord (May 1994) and outlined in the 
Early Empowerment Agreement (29 
August 1994). Taxaǘƛƻƴ ƛǎ ǘƘŜ t!Ωǎ Ƴŀƛƴ 
source of income. TƘŜ t!Ωǎ fiscal reve-
nues are considerably affected by 
LǎǊŀŜƭΩǎ repeated refusal to hand over 
taxes collected on behalf of the PA 
(VAT, import, fuel, income and health 
taxes) and ǘƘŜ t!Ωǎ inefficiency in col-
lecting taxes domestically.  

¶ Under the quasi-customs union with Israel, stipulated in the 1994 Protocol on Economic Relations, the 
PA adopted - with minor exceptions - LǎǊŀŜƭΩǎ tariff  structure and must peg its gasoline prices and VAT 
rate to Israel's (+/ - 2%). The standard VAT rate is 16%. Israel collects tariffs and VAT on Palestinian im-
ports on behalf of the PA, levying unjustifiably high 3% collection and processing fees before 
transferring them (if applied fair, they should not exceed 0.6%) (UNCTAD, wŜǇƻǊǘ ƻƴ ¦b/¢!5Ωǎ !ǎǎƛǎǘŀƴŎŜ ǘƻ 

the Palestinian People, 2016).  

¶ Israel collects approximately тр҈ ƻŦ ǘƘŜ t!Ωǎ self-generated revenue (Ibid.), often abusing the clear-
ance system for political reasons and to unilaterally settle bills unpaid by Palestinians. 

¶ The PA is losing some US$285 million in revenues (2.2% of GDP) annually under the given economic 
arrangements with Israel, mainly due to tax leakages on trade with Israel and undervaluation of 
Palestinian imports from third countries (World Bank, Economic Monitoring Report to the AHLC, April 2016). 

¶ In the first half of 2017, revenues from domestic taxes grew by 13% thanks to the PAǎΩ ŜƴƘŀƴŎŜŘ 
tax administration efforts (World Bank, Economic Monitoring Report to the AHLC, Sept. 2017). 
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Entering Exiting 

Taxes in the Palestinian Territories 

¶ Individual Income Tax (5-20% withheld by employer) 
¶ Corporate Income Tax (15-20% for companies) 
¶ Foreign Dividend Tax (on dividends distributed to 
shareholders of a foreign company)  
¶ Value-Added Tax (VAT) (consumption-based tax imposed 
on all local goods and services) 
¶ Tax for Service Contracts (Income generated or earned 
from contracts for the provision of services)  
¶ Tax on Dividends, Leases & Royalties (on profit)  
¶ Purchase Tax (5-200% payable by manufacturers or im-
porters at the port of entry on certain consumer products)  
¶ Capital Gains Tax (15% from a certain threshold of gains) 

  
Sources: www.pipa.gov.ps/taxation.asp; www.doingbusiness.org 

Commercial Crossing Points in the West Bank & Gaza  
 
West Bank: ω   Al-Jamaleh north of Jenin  

¶ Taybeh όƻǊ LǊǘŀƘ ƻǊ {ƘŀΩŀǊ 9ǇƘǊŀƛƳύ ǎƻǳǘƘ ƻŦ ¢ǳƭƪŀǊƳ 
¶ Betunia southwest of Ramallah  
¶ Tarqumia northwest of Hebron.  

Gaza: ω Beit Hanoun/Erez in north Gaza  
¶ Rafah, at the Egyptian border  
¶ Karem Abu Salem/Kerem Shalom at GazaΩǎ southern end. 
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Â Budget  and Fiscal Accounts  
 
¶ ¢ƘŜ t!Ωǎ ǊŜǾŜƴǳŜ ƳƻōƛƭƛȊŀǘƛƻƴ ŜŦŦƻǊǘǎ ŀƴŘ LǎǊŀŜƭƛ ǇŀȅƳŜƴǘǎ ƻŦ Ǉŀǎǘ ƻōƭƛgations to the PA resulted in 

a recurrent deficit decline from 9.6% of GDP in 2015 to 5.6% of GDP in 2016. However, a further 
decline in donor budget support contributed to a financing shortfall and the accumulation of 
arrears όLaCΣ άLaC {ǘŀŦŦ /ƻƴŎƭǳŘŜǎ ±ƛǎƛǘ ǘƻ ²Ŝǎǘ .ŀƴƪ ŀƴŘ DŀȊŀΣέ мо CŜōruary 2017). Consequently, PA was 
unable to reverse the downward trend of public investment, which has recently been around 2% of 
GDP (UNCTAD, wŜǇƻǊǘ ƻƴ ¦b/¢!5Ωǎ !ǎǎƛǎtance to the Palestinian People, 2017).   

 

Investment in the WBGS (% of GDP) 
 

 

 

 

 

 

 

 

 
Source: IMF, West Bank and Gaza - Report to the AHLC, August 2017 (PCBS statistics/IMF calculations). 

 
 
¶ In the first half of 2017, PA spending declined by close to 3% and net lending increased by 8% (due 
ǘƻ ǿŀǘŜǊ ǊŜƭŀǘŜŘ ŎƻǎǘǎύΦ ¢ƘŜ t!Ωǎ total deficit declined by about 16%, amounting to US$ 490 million, 
while donor aid amounted to US$ 323 million, resulting in a financing gap of US$ 167 million. The 
t!Ωǎ ǘƻǘŀƭ ŘŜŦƛŎƛǘ ŦƻǊ 2017 is expected to reach US$ 1.2 billion (8.4% of GDP). With aid (projected to 
reach US$ 661 million) and external debt repayment, the financing gap is expected at over US$ 580 
million (4% of GDP) (World Bank, Economic Monitoring Report to the AHLC, Sept. 2017). 

 

Deficit and Aid (% of GDP) 

 

Source: IMF, West Bank and Gaza, Report to the Ad Hoc Liaison Committee, 10 April 2017. 

 

¶ ¢ƘŜ t!Ωǎ budget for 2017 projects 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 
11.8% (compared to 2016) (The Portland Trust, Palestinian Economic Bulletin, February 2017). 

 

¶ The budget for development expenditure - NIS 546 million - is 42.9% less than the amount pro-
jected for 2016 and revenues and expenditure leave a total deficit of NIS 4,335 million, marking a 
19.5% decrease from the 2016 projected deficit. International assistance is expected to cover NIS 
1,326 million of the deficit, leaving a financing gap of NIS 3,009 million (Ibid.). 

 

¶ Remittance payments gradually recovered from a low point of just 4% of GDP in 2003 (after the 
Second Intifada) to 13% of GDP by 2015. The main source is Israel, followed by Jordan and the Gulf 
countries (USAID, West Bank and Gaza Inclusive Growth Diagnostic, May 2017). 

 

¶ In the first half of 2017 aid received was 19% lower than in 2016 mainly due to a drop in budget 
support, led the PA to accumulate additional payment arrears in the amount of US$263 million and 
slightly increased its net domestic bank financing by US$42 million (World Bank, Economic Monitoring 

Report to the AHLC, Sept. 2017). 



PASSIA Factsheet 2018 

18 

PA 2016 Budgeted Expenditures 

 
Source: PA, Ministry of Finance. 

 
 

Revenues 

 

Source: PMA, quoted in USAID, West Bank and Gaza Inclusive Growth Diagnostic, May 2017. 
 
 

        Domestic and Clearance Revenues, 2015-2017  Total Revenues, 2015-2017 
 
 

 
 

Source: MAS, FY 2017 Public Budget: Assumptions and Changes Over 2016, Background Paper,  
March 2017, http://www.mas.ps/files/server/20171004090027-1.pdf. 
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Total Expenditure & Net Lending in Palestine, 2016 
 

  
 

Source: PCBS, Performance of the Palestinian Economy 2016, May 2017. 
 
 

General Government Finance (West Bank), 2016 

 Central Government Local Government 
Expenses 

Total US$ 4,600.7million 
Gross expenses US$ 4,108.7 million US$ 429 million 
of which:- 9ƳǇƭƻȅŜŜǎΩ ŎƻƳǇŜƴǎŀǘƛƻƴ  54.7% 22.3% 

- Social benefits 20.6% 2.6% 
- Use of goods/services 16.6% 30.4% 
- Capital expenses 3.7% 26.6% 
- Others 4.4% 18.4% 

Revenues 
Total US$ 4,713.0 million 
Government revenues US$ 4,293.0 million US$ 419.1 million 
of which: -Taxes  73.2% 12.8% 

- Social contributions 0.0 0.3% 
- Grants and aids 17.8% 9.2% 
- Other revenues1 9.0% 77.7% 

1 includes fees for administration, water/electricity re-sales, fines, etc. 

Source: PCBS, Press Release on General Government Finance 2016, 28 Aug. 2017. 
 
 

Fiscal Indicators (in million US$), 2007-17 

 2007  2009 2011 
 

2013 
 

2015 2016 
 

2017 
budgeted 

Total Net Revenues  
  Gross domestic revenues 
  Clearance revenues 
  Tax refunds    

1,194 
323 
896 
25 

1,597 
585 

1,103 
91 

2,046 
728 

1,424 
116 

2,311 
853 

1,690 
231 

2,756 
855 

2,055 
154 

3,457 
1,224 
2,325 

92 

3,603 
1,350 
2,352 

99 
Total Recurrent Expenditures 
(commitment basis) 
  Wages  
  Non-wages 
  Net lending  

2,544 
 

1,283 
725 
535 

3,190 
 

1,467 
1,349 
374 

3,325 
 

1,783 
1,402 
140 

3,693 
 

1,919 
1,564 
210 

3,976 
 

1,914 
1,761 
301 

4,202 
 

2,041 
1,893 
268 

4,325 
 

2,168 
1,903 
254 

Development Expenditure 
(commitment)  

310 430 370 187 230 335 439 

Recurrent Balance 
(commitment basis) 

-1,350 -1,592 -1,279 -1,382 -1,220 -754 -722 

Overall Balance (commitment) -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, quoted in IMF, West Bank and Gaza - Report to the AHLC, August 2017. 
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¶ While the balance trade deficit increased, the cur-
rent account deficit actually decreased by 34.7% in 
2016 (2015: 20.3%) to US$1,348 million, mainly due 
to a 57.9% rise of the values of net current transfers 
over 2015 (PCBS, Performance of the Palestinian Economy 

2016, May 2017). 

¶ In late 2016Σ ǘƘŜ t!Ωǎ ǘƻǘŀƭ public debt amounted to 
NIS 9.6 billion (=18.3% of GDP). About 58.6% of the 
debt was domestic and 41.4% foreign (PCBS/ MAS/ 

PMA/PCMA, Economic Monitor, #47, March 2017).  

¶ Foreign assets totaled US$6.297 million in late 
2016, of which 7.1% was direct foreign investment 
and 18.4% portfolio investments. Total external lia-
bilities reached US$5.022 million, over half of which 
were foreign direct investment (Ibid.). 

¶ In 2016, the Palestinian government budget deficit 
decreased by 38.2% (2015: 8.2%) to US$ 606.7 mil-
lion, mainly due to the rise of the total public net 
revenues by 26.5% (PCBS, Performance of the Palestinian Economy, 2016, May 2017). 

¶ Gross domestic tax revenues have 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 non-tax revenues accounted for 16.9%, earmarked collections for 2.4%, total 
clearance revenues for 65.8% (PCBS, Performance of the Palestinian Economy, 2016, May 2017). 

¶ Access to economic activity in 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 ς significantly reducing the need for donor aid (World Bank, Economic Monitoring Report to the Ad Hoc 

Liaison Committee, September 2016).  
 

PA Expenditures (in thousand NIS), 2016 
 

 
PA organization  
(and largest budget item) 

 
Total 

Expenditure 

of which (inter alia): 

Wages & 
salaries 

Use of goods 
& services 

Development 
Expenditure 

Central Administration 
of which: PLO Institutions 

1,489,395 
898,778 

402,208 270,169 132,814 

Security & Public Order 
of which: Ministry of Interior & 
National Security 

4,419,289 

4,008,936 

3,495,309 227,862 225,488 

Financial Affairs 
of which: Retirees Pension Allowances 

1,714,093 
1,029,323 

250,468 45,309 145,372 

Foreign Affairs 
of which: Embassies 

282,444 
224,400 

163,567 96,008 110 

Economic Development 
of which: Ministry of Agriculture 

366,712 
99,614 

190,328 23,503 90,493 

Social Services 
of which: Ministry of Education & 
Higher Education 

5,832,332 

2,871,138 

3,134,550 626,729 210,431 

Cultural & Information Services 
of which: Palest. Broadcasting Corp. 

223,088 
117,553 

129,844 60,060 19,300 

Transport & Communication  86,505 71,094 8,390 87 

Grand Total 14,383,859 
(100%) 

7,837,367 
(54.5%) 

1,358,031 
(9.4%) 

824,005 
(5.7%) 

 Source: PA Ministry of Finance, http://www.pmof.ps/documents/10180/813287/Dec.+2016..New...pdf (Table 5 B). 

 

 

Source:  IMF, West Bank and Gaza ς 
Report to the AHLC, August 2017. 

Public Debt (% of GDP) 


