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Background & Overview

Economy

Although aid organizations have repeatedbtressedthat the PAis able to conduct the sound
economic policies expected of a whlhctioning state, the Palestinian ecommy remains
unsustainablendheavilydependent on support from outsideT his isnainly due to restrictive Israeli
policies (limitingaccess to natural and economic resouragesureregimeand separationetc.) but

also due tothe financial crisis faced by the PA, especially with the dramatic decline in external
support, and the negative impacts of the internal divide between the West Bank and Gaza, (e.g.,
dual regulatory framework) on the economy and the tax base a result, theeconomyis aid-
driven,dominated by servicesyith an underdevelopedhdustryanda decliningagriculturesector.

In 2015the valueadded for alleconomic activitiedncreased, with the exception of agriculture and

industry activities, resultingafter a 0.2% decline in 20X4in anoverall GDP growthby 3.5%. While

there was a drop from 5.3% to 2.5% in the West Bank, the Gaza GDP reached 6.8% (after a 15.1% drop

in 2014), mainly owing to reconstruction efforts in Gakae GDP per capitairew by 0.5% in 2015

(WB:-0.2%, GS: 3.3%HCBPerformance of the Palestinian Economy, 2048y 2016) In the first quarter of i
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5.5%).However, according tthe World Bank, e Palestinian economy is not growing enough to

keep up with population growth, raise living standards and reduce high unemployfwent Bank,
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With regard toGazathe 2015Report2 Y | b/ ¢! 5Q& ! aaAaidl y Oamedtdat G KS t £ Sad)
U K Ssocial, health and securitglated ramifications of the high population density and o
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Theinflation rate remains low and in line with Israeli price trends, averaging 0.19% (WB: 0.24%, GS:
00.2%) during Jafdune 201&World BankEconomic Monitoring Report to the AHS@pt. 2016)

It is estimated that ajuarter of the Palestinian popu tyLi ; ;

lation lives inpoverty, with rates in Gaza twice as high ;’8;3@ |QL(;?/EEE C{ l?nssztjggser;e%nrnfcz)ggi cloth
(3M) as in the West Bartk6%)(bid). ing and housing for a family of two ad
. | and three childen):NIS 1,82.

Some 21% ohouseholds in the West Bank and 73% ibqpoverty line(as above plus spending
Gaza arecurrently in need of humanitarian assis | educaion, health, transportation, pesona
tance (UNCTADReport2 y | b/ ¢! 5Qa ! &a A & ¢ape® Rousé@epitid<stippliesNIS 293
tinian People2016).

Key Indicators of the Palestinian Econonfgxcl. Jerusalem, selected years)

1995 | 1999 | 2002 | 2006 | 2009 | 2012 [ 2014" | 2015
GDP (US$ million) 3,283 | 4,271 | 3,556 | 4,910 7,268 |11,279|12,716 | 12677
GNI (US$ million) 3,723| 5,025| 3,775| 5,333 | 7,800 |12,137|14,198 | 14,059
GDP per capita (US$) 1,427 | 1,553 | 1,182 | 1,449 | 1,963 | 2,787 | 2,960 | 2,866
GNI per capita (US$) 1,618 1,827 1,255| 1,573 | 2,107 | 2,999 | 3,305 | 3,178
Real GDP growth (%) 7.1 8.3 | -125| -3.9 8.7 6.3 -0.2 3.5
Real GNyrowth per capita (%) | 0.5 47 | -16.1| 54 3.2 3.6 -1.9 -0.2

SourceUNCTADNVS L2 NI 2y | b/ ¢! 5Q& ! & & A, Sapt 2018 SrelimhanyestiBates | t SAGAY ALY t §2 LI |
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WBGS Economistructure, 2016 (% ofGDP)

Households with Agriculture,
Public Employed Forestry &
Administration & Persons,0.1 \_______ Fishing, 4.1 Mining
Defense, 12.6 — Manufactu,ring’
) 3 Electricity &
[7 Services, 20.2 \- Water, 13.9
of which(inter alia): ‘ COHSSII.’gCtIOI’l,
- AccommodatiohFood1%
- Real Estate 3. 2%
- Education 6.9% Trade & Vehicle
- Health & Social Work3.2% . Repair, 19.2
Information
Communication, Transport &
5.4 Financial & Storage, 2.1
Insurance
Activities, 4.2

Source PCBSQuarterly National Accounts, Second Qua@i6 (Eastlerusalem excluded).

GDP by Economic Activity and Activity ShardBG$June2016

EconomicActivity West Bank Gaza Total
Agriculture, Forestry & Fishing 2.8% 3.1% 2.%
Mining, Manufacturing, Electricity & Water 15.3% 8.1% 13.6%
- Mining and Quarrying 0.5% 0.1% 0.4%
- Manufacturing 13% 4.6% 11%
- Electricity, Gas, Steam, Water Supply, Sewerg 1.8% 3.4% 2.2%
Construction 7.1% 9% 7.6%
Wholesale & Retail Trade, Repair (Vehicles) 17.1% 16.7%0 17.0%
Transport & Storage 2.3% 1.4% 2.1%
Financial & Insurance Activities 4.8% 2.3% 4.2%
Information & Communication 7.2% 0.5% 5.6%
Services 18.% 25.%% 20.3%
- Accommodation and Food Services 0.7% 1.8% 1.0%
- Real Estate 4.6% 2.8% 4.2%
- Professional, Scientific & Technical Activities 1.% 0.2% 1.5%
- Administrative & Support Services 0.7% 2.5% 1.1%
- Education 6.4% 8.8% 6.9%
- Health and Social Work 2.6% 5.3% 3.2%
- Arts, Entertainment & Recreation 0.3% 1.0% 0.5%
- Other Services 1.5% 3. 2% 1.9%
Public Administration and Defense 6.9% 30.9% 12.6%
Households with Employed Persons 0.1% 0.1% 0.1%
Minus: FISIM -3.2% -1.8% -2.9%
Plus: CustomButies 10.3% 1.2% 8.1%
Plus: VAT on Imports (net) 10.6% 3.0% 8.8%
Total 100% 100% 100%
GDP at current pricefJS$ million) 25312 849.9 3,3811
GDP at constant price@JS$ million) 1,550.8 484.4 2,0352

Source PCBSQuarterly National Account§econd Quarter 2@1(2004=base yeargept 2016. *Excl East Jerusalem.

1 Theinflation rate remains low and in line with Israeli price trends, averaging 0.19% (WB: 0.24%,
GS: 00.2%) during Jalune 201World BankEconomic Monitoring Report to teHLCSept 2016).



1 Theper capita income growthhas almost stagnated and the projected growth rate of 3.3% for
2016 will not support an improvement in living standagda!).

A Consumer Price IndexYearly Averages)

TheOverall Consumer Price Indgrr the WBGS (2010=100) reachedLBL in September 2016
decreasing by ®8% compared with Aug. 261 During the firstnine months of 2086 the CPI
increased by).14% compared with the same period of the previous year (WB5%, GS:0.33%,
Jerusdem: -1.24%)(PCBSVionthly Consumer Price Index NumheSeptember2016).

During 205 the CPhad grown by 143% compared to 204, mainlydue to increasd pricesfor alco-
hol & tobacco(+10.924), education services (+4.98%), textiles, apparels & footea75%), andur-
niture & home appliances (+3.41%) the same year, pricglecreasedmainly forlodging andelated
supplies {56.64%)and transportation (-1%) (PCBBVMASPMA, Quarterly Economic and Social Monité#4,
May 2016.
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Source PCBSyarious years(2010=100).

0 20 40 60 80 100 120 140

Agriculture

The agricultural sectofwhich accounted for over half of the
GDP in 1968} suffering from occupn-related actions (e.g.,
blockades, closuresestricted access ttand, especially Area C,
and natural resources, mainly watedeterioration of water

qualty; damages to agricultural assetsestrictions onimport ¥
of fertilizers and oriree trading and movementonfiscation of

land and water reources insufficiency of vaccinesiprooting
of trees, difficulty to obtain needed permits for infrastructure,® 2 2
etc.) resulting in inefficiesies and weak competitiveess.Despitethe sameclimate and natural
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environments, Palestinian agricultural output and productivagsbehind that of the regionon

average, the yield per dunum the WBG$s half that in Jordan and only 43% of the yield in Israel.
(UNCTADThe Besieged Palestinian Agricultural Sedloxember 201p

Productivity Differences in Palestine and Israel [Sged Crops)

Productivity

fsrael OPT OPT relative to Israel
Irrigated
Chickpeas
(tons/hectare/year) 3 L5 0.49
Oranges
tons/hectare/year) 42.5 30.7 0.71
Bananas
(tons/hectare/year) 65 325 0.5
Dates
(tons/hectare/year) 15 5 0.33
Table grapes
(tons/hectare/year) 26 6.67 0.26
Tomatoes 400
(tons/hectare/year) (greenhouses) 127 0.32
Rain-fed
Winter wheat
(tons/hectare/year) 25-6.2 16 0.63-0.25
Barley
(tons/hectare/year) 0.5-2.0 1.4 2.8-07
Olives .
(tons/hectare) 1.5-2.5 04-24 0.27-0.96
Livestock
Milk cows (average litres 11448 i 041

of milk/cow/year)

Source UNCTADThe Besieged Palestinian Agricultural Sed¢doyember 2015

Agrifood exportscurrently account for 21% d?alestinianexports. Israel accousfor over 75%of

the total export value, followed by Arab countries (12802013) and Europe (5% in 2013)

(UNSCQReport to the AHLGeptember 2016).

It is estimated that theoccupation of Area = 60% of West Bank land and over 66% of its grazing
land) costs the Palestinian economy the equivalent of 35% of GDP (US$4.4rbRIids)Moreover,
since 1967, oveR.5 millionproductive trees(including 800,000 olive trees) have beeprooted
Only 35% ofrrigable Palestinian lands actually irrigated, costing the economy 110,000 jobs per

year and 10% of GDBndat least 10% of the modertile West Bank land has been lost due to €on
struction of the Separation Barri@yNCTADy S LI2 NJi

In 2015,the number ofemployed persons in the sector fell by

2y |

14.3%over 2014, comprising only 8.7% of total playment

(PCBSerformance of the Palestinian Economy, 204y 2016)
The GDPshare of agricultue has declined by 72% since 199

WSLRNI 2y

2.8%, GS: 3%)(PCBQuarterly National Account§22016).

! thntettd theQPalestingra Fedplauly 20). It
was estmnated at3.3% in 2015 and &.%% in June 2@ (WB:

As of June 20167.4% of theemployed personsn the WBGS
were working in agriculture, fishing andréstry (WB: 8.4%,
GS: 5.3%), many of them as unpaid family roera (37.2% of

all unpaid family members in the total work force worked i

this field (WB: 42.2%, GS: 18.9%BSl.abor Force Surve@2

2016)

b/ ¢! 5Q0a

| &4 A, Bept2016)S

Contribution of
Agriculture to the GDP (%)
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The Agricultural Sector at a Glance

WBGS West Bank Gaza
No. of Agricultural holdings 105,238 85,885 19,353
- plant holding$ 71,761(68.2%) 58,694 13,067
- mixed holding$ 20,010 17,107 2,903
- animal holding® 12,167 8,569 3,598
Total Cultivated Land Aredunums)® | 931,500 843,500 88,000
- of whichwith permanent crops | 659,900 612,700 47,200
No. of cattlé' 33,980 25,612 8,368
No. of sheef 730,894 670,332 60,562
No. of goat§ 215,335 204,937 10,398
No. of cameld 2,058 1,226 832
No. of donkeys, mules and horses 21,137 16,160 4,977
No. of broilers 31,515,383 23,297,203 8,218,180
No. of layer§ 1,776,778 1,425,579 351,199
No. of turkey$ 546,413 538,320 8,093
No. of rabbit$ 19,690 18,812 878
No. of beehived 46,226 39,211 7,015
No. of greenhouse’ 14,633 10,054 4,579

Source: *PCBS, Livestock Survey, 2048il 2014,b PCBS/Ministry of Agriculture, Agricultural Statistics Survey,

2010/2011, July 2012PCBSWest Bank NortherBovernorates Statistical Yearbook, 2026814.

1 Olivesare the main source of income fesome80,000 Palestinian familiethey coversome 48%
of the agricultural land in the WBG@®&daccount for 70% of fruit productigreontributing around
14% to the Pakginian economy. 93% of the olive harvest is used for olive oil produ¢tiomlive

Tree CampaigrReport 201£2015) There were 272 operatinglive pressedn Palestine (WB: 248, GS:
24) in 2015, which extracted 21,084.4 liters of(R@BlivePresses Surveg015).

1 In Gaza half of thecultivable areaand 85% of
fishery resourcesareinaccessiblego Palestinias,
while the cost of the directdamageinflicted by

Israel between 20084 is estnated to be at
least three times the size of Gaza's annual GI
(UNCTADNSLEZ NI 2y !'b/ ¢! 5Qa ! &i
People Sept. 201p

1 Over 35,000 Palestinians depend bri- 1 fisk &
ing industry. On 3 April 2016, Israel expandec
the fishing area along the southern coast to 9
nautical miles(NM), while retaining the current 6
NM fishing limit in thenorth (the Oslo Accords sti
pulate 20NM!). As a result, the quantity and-di
versity of the catch iereased by 25%-However,
on 27 Junelsrael reversed the decisionthen
reintroduced it for two months starting 1 No
vember(UN OCHA, Humaniian Bulletin, May 2016).

Industry & Private Sector

6 NM

A Facts & Figures

1 Israeli imposed administrative and movement/access restrictionersdy limit private sector

YALyY

activity and discouragprivate investment which is amongst the lowest in the world. As a result

productive capacityremains very low and aid dependency increadas201315, the sector

witnessed furtherdeterioration, indicated by a 9% drop in the PCBS industrial production index.
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1 Investment in plant and machinery as a proportion of GDP has fallen from 12.9% in 2000 to 4.8%
in 2014. The current annual level efiderinvestmentin plant and machinery amounts to about
$1.4 billion a yea(Office of the QuartetReport for the Meeting of the AHLSeptember 2016).

1 As a result of the ongoing restrictions, the Palestinian economy has deegrdustrialized with
the share ofmanufacturing in GDP droppingrom 18% in 1995 to around 10%rivate
investmentlevels, averaging about 15% of GDP in recent yaaesery low and concentrated in
low productivity activitiesless affected by political rislSome50% of all private lendg is going
to construction or consumer loan®/orld BankEconomic Monitoring Report to tieHLCSeptember 2016).

{ Theindustrial & S O (i(@axdB&turing, mining/quarryingdhare of the PalestiniaGDPwas esti
mated at13.6% inJune2016 (WB:15.3%, GS8.1%)(PCBRQuarterlyNational AccountsQ2-2016).

1 The number ofhewly registered companief the West Bank in 2015 was 1524, up 34 (or 2.3%)
from 2014(PCBS/MAS/PMAuarterly Economic and Social Monité44, May 2016).

1 ByJune 206, 14.68% of theemployed personsvere working in mining, quaying& manufaduring
(WB:184%, GSb.8%) 18% in constructiorfWB:23.3%, GS5.5%)PCBS,aor Force Surve@2-2016).

1 Palestinianbusinessis dominated by microand small enterprises (90% of firms have less than
20 employees)whichis correlated with capital intensity and low labor productivityorld Bank
West Bank& Gaza: Investment Climate AssessnteRtagmentation and UncertaintReport No. AUS2122, 2014.)

1 In 2015, there were 135,880 neagriculturalenterprisesin Palestine (WB: 94,175; GS: 41,705),
the majority of which were active in tradeCBS;conomic Surveys Series 2006tober2016).

1 Most of the operating establishments

. . o
are sole praprietors (85.4%) with no Enterprisesby Economic Activity (%), 2015

further branches (90.9%). Some 90.8% 1 Construction
the establishments are privatelgwned, Transport & Industry, 0.4%
5.6% by the government and 2.6% by th Storage, ~ 13.3%

NGG. Hebron is the governoratevith 0.7%

most establishments, while Jericho ha  ggpjices
the least(PCBE stablisment Censu013).

27% 58.1%

1 As ofOct 2016, 48 companies from five Q\
main economic sectors (bankirfoyan-
cial sevices, inswance,investments, iA
dustry, services) were listed in thiales

rnal

Information

tinigan StOCk EXChange1szllwww.pex.ps) & Communi Source PCBSEconomic
WhICh In September 201@&8 ||Sted by cation, 0.5% Surveys Series 20_‘(5th016
global financial index provider FTSL

Russell

fT¢KS 2. D{ NIY1SR 2yfé& b2d wmnnDoingBimines® 0lifdehn v 2y GKS
(down from 138 in 2016 and 129 i915), which lists economies on their ease of doing haess
(starting operating a local firm)It rankedNo. 101in paying taxesNo. 70 in getting electricityand
No. 99 in trading across borderdgut only No. 158 in protecting minority investors, NdL69 in
starting a busines$\lo. 157in dealing with construction permitend 169in resolving insolvency.
Among the 20 Middle East/North African statd2alestine rankedNo. 14. In comparison, Israel
ranked No. 52 on the overall ligtttp://www.doingbusiness.org/rankings).

T Inthe; b5t Q&HumanNDevelopment IndexPalestineranks113 (down from107 in 2014)
out of 18 countrieswith an HDI of 0.87, lying above the average fdyoth countries in the
medium human development groufHDI: 0630) and the Arab stategHDI: 0.68). Israel, in
comparison, rankslo. 18 with an HDI of 0.84. (http://hdr.undp.org/en/countries/profiles/PSE



Labor Market & Employment

A General Development

1In 2015 the size of thelabor force increasedby 4.3%,the number of
employedpersons grew by 5.1% (WB: 2.3%, GS: 1ladt)helabor
force participation ratestood at 46% (down from 46.7%¥gsulting
in an unemploymentrate of 25.9%(compared with27.26 in 204)
(PCBSerformance of the Palestinian Economy,320lay 205).

TAs of June 2086, the Palestinian labor force (working age
populationof 15+ years) wag by ILO standards2,918000 people
strong of which 1333800 (or 45.%%6 - which is very low by
international standardgparticipated in the labor force (VB:45.8%
GS:45.9%), while 54.3% or 1584,200 people remainedutside the ldor force Of the 45.7%
participating,71.1%were malesand 19.6%females(PCBS,abor Force Survey Report Sei@%2016).

The mainreasonfor beingoutside the labor forceis housekeeping44.1%), followed by study
ing/training 32.7%6) and age/ilinesd.4.8%)(Ibid.)

Some834% of West Bank and 100% of Gazegss.
workers were working in th@alestinian territo e
ries, 74.8% and 81.2% of them within the same )
region About 16.6% of the West Bankersvere h
employed inisrael incl. selements(ibid.)

7 Of the employed workforceg4.4% were working A
in the private sector (WB: 67.8%, GS56.1%), g
212% (WB:14.84 GS:37.3%) in the public
sector, 2.7% in other sectors (WB: 10%, GS: §
6.6%) and16.6% of the West Bank labor forae
Israel or settlerents (Ibid.)

1 As of June 2(d, average daily net wage$or Palestiniansvere N1S98.3 (West Bank, exckettle-
ments), NIS 66.(Gaza) and NI221.9 (Israeland settlement}. The average daily wage in the
public sectorwas NISL03 (WB: NISL09.9 GS: NIS1.6) conpared to NIS6.3(WB: NI®3.2 GS:
NIS36.6) in the private sector. Excluding Israel, the average wage for men was3N8Sf@ women
85.8 The highestaverage daily wagesere paidin services/other branchesA(B:NIS111.4; GS:
NIS 84.8and in Israel in construction (N289.9. Theaverage monthly wagen the WBGS was
NIS 2870 (PCBS,abor Force Survey Report Ser@32016).

0N 9 October 2012, the PA adoptedninimum wageat the rate of NIS 1,450 per montN|S 65
per day and NIS 8.50 per hotitowever, about 36% (WB: 21%, GS: 67%) of private sector wage
employees receive less than the minimum wa@€BSPress Release on Palestinian Child, Bappril
2016) In comparisonthe minimum wagen Israel rose to NIS 825and NIS25.94 per hourin July
2016 and will increase to NIS 5,000 in January 2017.

TAt 15% of GDP, the relative size of thé @age billis amongst the highest in the world

TAs of June 23, unemployment- by ILO standardsstood at26.%6 (WB:18.3%6, GS41.7%6). Un
employment amongrefugees was with 34.1% considerably higher than among n@iugees
(22.1%), and amongvomen (44.%%6) much higher than among me22¢s). The highest ungptoy-
ment occurred in theage group from 2024 years 42.6% - WB: 30.26, GS61.%6). Unemploy-
ment figures do neither include undererployed workers 1.9% of the labor forcewho have
turned to unpaid family or seasonal agriculture labor, nor discouraged workers wholdfaviee
labor force, nor the large number of workerssamt from theirusual work due to illness, work
stoppage, etc. but still eeiving theimpay).
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Unemployment in the West Bank and Gaza Strip, 190@e 206
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Source PCBS, Labor Statistics, various years.

1Somel7.5% of the employed persons are affiliated tavarkers vocational union far more in the
Gaza Strip30.4%) than in the West BankZ.2%)(PCBS.abor Force Survey Report Ser@22016).

Of the private sector wage employeé&s.3% are hiredvithout a contract (WB:45.4%, GS69.6%)
only 22.9% contribute to gension fund 22.8% haveannual paid leaveand 37.7%6 of female em
ployees receive paithaternity leave.(Ibid).

Labor Force Distribution by Sector (%
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40
H Israel 31.9
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Agriculture Mining Construction Commerce Transportation Services &
Fishing Quarrying Restaurants Storage other
Forestry Manufacturing Hotels Communication branches

Source PCBS,abor Force Survey Rep@2-2016.



Palestinian Labor Force Various Features (by ILO Standards)

2016 (June) 199799 | 2005 2010

By Employment Statug) WB GS Tota| Average

Labor force participation rate 45.8 455 | 457 42.85 404 41.1
Full employment 79.7 56.6 | 71.2 77.7 69.9 69.2
Underemploymenttime related) 2.0 1.7 1.9 6.7 6.6 71
Unemployment 18.3 417 | 26.9 15.5 20.4 23.7
By Labor Statug¥o)

Employers 74 3.3 6.2 55 4.3 6.4
Seltemployed 214 14.0 | 19.2 20.4 26.1 18.8
Waged employees 64.8 785 | 688 65.4 59.5 67.6
Unpaid family members 6.4 4.2 5.8 8.7 10.1 7.2
By Economic Activit{o):
Agriculture, forestry, fishing 8.4 53 7.4 12.8 15.0 11.8
Mining, quarrying, manufacturing| 18.3 5.8 14.6 15.8 12.9 114
Construction 23.3 55 18.0 212 128 13.2
Commerce, hotels, restaurants 22.9 25.2 | 23.6 17.8 192 193
Transport, storage, communicatiof 6.6 7.4 6.9 4.7 56 6.0
Services and other branches 20.5 50.8 | 295 27.7 345 38.3

i i WBGS average

Working Time and Wages WB GS Israel 19979 2008 20109 5015
Average weekly working hours | 44.5 37.8 40.7 | 44.3 | 424 | 415 | 414
Average monthly working days| 23.1 230 20.1 | 226 | 233 | 222 | 220
Average daily net wageNIS 98.3 61.6 2219 678 | 77.0 | 91.7 | 103.9
Median daily net wageNIS 88.5 46.0 200 | 53.8 | 67.0 | 76.9 | 84.6

* Induding workers in Israel and settlemengpurce PCBS,abor Force Survey Repdp22016, previous rounds.

A Public Sector Employment

T As of June 2016, 21.2% of th m Public Sector = Private Sector
employed workorce worked in
the public sector(WB: 14.6%, GS: 207 64.40% 67.80%
37.3%) as compared to 64.4% i 60%
the private sector(WB: 67.8%, GS: g0
56.1%) (PCBS, Labor Force Survey

56.10%

Report Series22016). 20%
1 As of June 2016, theverage daily ~ 0%
wagein the public sector was NIS All West Bank Gaza Strip

103 (WB: NIS 109.9, GS: NIS 91..,
compared to NIS 76.3 in the private
sector(PCBS,abor Force Survey Rep@®-2016).

9 At 45% of total expenditureand 15% of GDPthe relative size of the ! @age billis amongst
the highest in the world and well above the below 10% of GDP figure that is expected from a
O2dzy iNBE 2F tIfSaliAySQa fS@38t YR 2mMS DRAYAINRIWAIR N0 K
chronic fiscal difficulties is mainly driven by théigh average public sector wage, while other
reasons include pay practices, annual 1.25% step increases, and automatic prongebans
Bank,IMF,Reportsto the Ad Hoc Liaison Committé&gptember 2016).

9 Although the overall number ofivil servantsis rot large by international standards,
particularly the health, education and security sectors are considered overstaffed. Since 2013,
GKS t! Q& |yydz f aelofhé Sidingpilicyabut@he humSeRof FAZeMpldyees
has increased by 1,453, omat basis, between 2013 and 201%A employment increasedy
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4,306 in the West Bardnd by 102abroad anddecreased by 2,955 in Gaza. The net increase in
education, security and health was 1,557, 330 and 14 employees respectively Bank,
Economidvonitoring Report to the Ad Hoc Liaison Commiteptember 2016).

ffSomen ;> 2F (KS (or'6% af GPR) go8s @Azk &lthough the PA has not received
any domestic revenue from there since 2Q086F,West Bank& Gaza- Report to the AHL®)ay 2015).

9 Based on the PA pension systethere were 151,646 public sector eployees 86,359 civil
servantsand 65,277 security personnél 2015(World BankReport to the AHLGeptember 2015).

A Women in the Labor Force

1 Despite the high and successful seconda Labor Force Participation Rate, 202015

school enrolment of women, which gener
ally correlates posively with female work,
& 2 Y S ariforce participation(15+ yrs) 60 1707 64.565.0 66.766.6 6.8 691
. ! 4.5 65. . . .

remains low, acounting for only196% of
the formal labor force (18.4% in the wB, 40
21.7% in Gaza) one of the lovest in the 12310« 13.514.615.3 147174194191
world. As oflune 206, 44.@%0f the female 20 ==>10.5
labor force wasinemployed(males:22.1%,
most of them 684%) in the 224 yearsage 0 —_—
group (PCBS.abor Force Survey Report Seds 199920022004200620082010201220142015
2016). While the female rate has increasec M

S . —eé— Men —m—\Women
over the last 15 years, it is still low b
regional comparisofeee tablebelow). Source PCBS,abor Forc&urvey, Annual Report 2015.

80

-
7

Female Participation Rate (%) in Selected MENA Countries, 2014
60

46.8
39.6
A Yy 272 26 27 284 27
b0 Lo 18477 455177 188 152 21.3 223
N : 135152 ¢ 0 0 _
0 . I .
x B X S X > O
@o*q & @“OQ ‘—)*& N Qf?oz S O'-Z’@ &%O% z@é\ QQ\L’@ \/Q «0&0 \‘90% e}&% \$o‘\ ef‘&%
N Q'b\ © 6\?“ ! Q &S © b’bA
> SR O
< ®‘<, &0

Source World Bank, http://data.worldbank.org/ indicator/SL.TLF.TOTL.FE.ZS?view=chart

1 Most working women(47.2%) haveover 13 or moreyears ofschooing. However,the highest
unemployment rate was also among those with 13+ years of scho@h&/)(PCBS.abor Force
Survey Report Serjg322016).

9 Of the women outside the labor force 60.4% did not participate due to housekeeping and
25.M%6 due to studying/trainingesulting in a great loss of economic potentiaid).

1 Employment of womenis concentrated inservices §2.%, mostly in public administration) and
in agriculture(13.1% often as unpaid family helper$PCBSPressRSt S 4SS 2y LYy GSNYyFGA2y & 2 2)
Day 208, 8 March 205).

1 The vast majority of the female labor forc0(®%6) werewage employeesl3.5%selfemployed
13.4%unpaid family menbers and2.4%employers(ibid.)

1 Of the working women19% are fronrural areas,195% fromurban areas and21.5% from refu
geecamps (Ibid.)

]
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A Children & Youth

1 In 2015, 2% of children agdd-14 yearswere working (up from 2.1% in 2012) as were 9% of
the 15-17 yearsold (up from 7.7% in 2012). Of these 15.5%140years) and 33.7% (1Y)
respectively were not enrolled in educatigPCBPress Release on Palestinian Child Bapril 2016).

1 The mairreason for child laboiis low economic status of the househoks of June 2@, 3.7%
of children aged 147 years wereemployed (WB: 5%, GS1.8%) (PCBSl.abor Force Survey Report
SeriesQ22016). In 2015, most of the working childrerworked in trade/ restaurants hotels (34.8%)
or agriculture (27.4)PCBPresRelease on Palestinian Child DayApril 2016).

1 In mid2016, 41% ofyouth (1529 years) were economically active, but thememployment
rate had reached 39%. The highest unemployment was amotfi3@ar olds (43%), followed
by the 2529 years (39%) and the 119 years group (35%). Highest unemploymeb$%- was
among youth who had not completed school. Unemployment amymgh graduates stood at
51%(PCBSress Release on International Youth,[@yAug. 2016).

1 In 2015, 16% of youth (1% years) had successfully completed thensition from education
to the labor marketand worked in stable jobs, while 84% had moved out of the labor force,
were unemployed, or worked in temporary jobs (<12 montfisyl). The main reasons for not
working wereunavailable jobs (76.4%) or jobsot matching qualificationsand experience
(9.6%).(PCBSPalestinian Youth Survey, 20F&h 2016).

1 Of the working youth 83.4% were employed in fivévate and 10.1% in th@ublic sector Some
21% tried to establish thewwn businessegibid).

A WBGS Laborers in Israel

1 Prior to the secondntifada, during the third quater of 2000,146,000Pakstinians (116,000 from
the West Bank, incl. Eastrdsalem, 30,000rom Gaza)wvorked in Israeland setlements (PCBS)
The number has sigficantly deslined since thenPemits for employment in Israelare limited to
security-cleared WesBank Palestiains, who are at leas?2 years of age, married and psess a
magneticidentification card. Workers from Gazeve not been able to dhin such permits since
April 2006 The permitsystem continues to be subject to ad hoc adjustmegnto,The Situation of
Workers of the Occupied Arab Territorig616. _

1 As ofJune 206, the number of Palestinians employed i
Israel and settlements wakl4,200(up from112,200 in June
2015,109,400 in June 2014 arkd3,300in Sept. 208). Of ¥
those, 60,400 had a permit, 40,600 worked without a
permit, and 13,200 held an Israeli idetity card or foreign |Jimees
passport. Some 95,100 worked in Israel 19,100 in settle- ¥§ @
ments (PCBS,abor Force Survg®2-2016). .‘.: =

1 As ofJune 208, 16.6% of West Bank employees workedisnael and settlementsTheaverage
daily wagein Israel and settlementsvas NIS221.9 average monthly working day20.1 (Ibid.),
adding up to an average monthly wage of NSI 4,#66omparison, theaverage wagdor Israels
was NID,844as ofJuly2016 (http://www1.cbs.gov.il).

1 The vast majority bthose working in Israel or settlementgorked inconstruction (63.5%) fol-
lowed by mining/quarrying/manufacturingl8.9%) Commerce/Hotels/Resaurant (10.26) and
Agriculture (8.5%(PCBS,abor Force Surve®2-2016).

1 Employment ofPalestinians in Israel and the settlementgew in 205 by 5.1% to reach some
115,000 workers.According to the Israeli Coordinator of Governmétivities in the Territories
(COGAYJ, by March 208, 58,203 Palestinians held permits to work in Israel, out of a total quota
of 60,900, with a further Z,632 permits issued for work in the settlemenfthe quota for permits
allowing overnight stays irstlael was increased froi,000to 16,000and the minimum age limit
lowered from 24 to 22 yeardt is estimated thasome 30,000 additional workers seek work in
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Israel without permits or with permits issued for otheurposes (than employment)LO, The
Situation of Workers of the Occupied Arab Territp2646).

Tourism

While the Israeltourism industry has flourished in Palestine since 1967, often through the exploi
tation of Palestinian sites, thealestinian sector faces unfair competition adigcriminatory re
strictions.L & NI St Qa O 2(g5pebidly in Add EdodrcesyaRd people, as well as its on
going attempts to subvert Palestinian history, culture and identity, have degenerated many of the
positive potentials of tourism for Festinians.

1 As ofJune 206, 21.7%6 of theemployed personsin the WBGS were working in commerce,
restaurant and hotels (WR1.4%, GS22.5%)(PCBS,abor Force Surve®2-2016).

1 In 2014 7,064 establishmentswere working in tourism(down from 7,936 inr2013) Of these,
2,634 were restaurants,1,129 souvenirs and handicraftshops, 1,667 outlets in beverage
serving,224working in aiques and wooden handcraftg37 car rental services,dB organizing
trips to Hajand Umrah 116 hotels,58 travel and tourism agencies, ail@®1 engaged in creative
arts, entertainment and other recreational activiti€®CBSPress Release on World Tourism ,C8gpt.
2016).

1 Accommodation and food servicesontributed 1% to theGDPin the 2 Quarter of 208 (excl.
East JerusalentPCBSQuarterlyNational AccountsQ2-2016).

Hotels and Related Features

Room Beq Workers engaged
Area  [Hotels |Rooms| Beds | Guests | Occupancy |Admin. Operation Total
End 1996WBGS | 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 |21.86 |31.3% | 559 2,391 2,265
WBall | 93 5,451 11,977 148271
-North 21 435| 1,212 | 18704 |13.1% |12. ™6

as of Jun|-Middle | 36 1634 | 3,353 | 29,586 (28.3%0 (18.1%

2016 |-South | 36 3,382 | 7,412 | 100,072 | 9.2% |22.8%
wQft S 20 1,259 | 2,821 | 45383 | 43% | 30%
Total 113 6,710 |14,798 |193,745 [19.8% |22.4% | 636 2,242 2878
June 201!Gaza 12 619 | 1,167 2,228 |11.5% | 6.4%

! Average length of stayd.1days Zincl.667female $ource PCBSHotel Activities Survey2016.)

Hotel Guestsn Palestine 1996June 206

700000 A
77383 600,362
600000 - 575‘_49 *-QOM
500000 - N 4,394
335711 510435
400000 | Jonady 316949
a00000 429712 2142308 209712
| Otptmg’] 151801 gt
200000 020c31357 o81 %00,18%_* 20850
100000 g B 168852 93,745
o P->¥ 131008
0 T

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
Source PCBSotel Activities Survey$9962016.
]
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Guests by Nationality (Jarlune 208):

Palestiniar(from abroad) 21,991 .., Palestine Arab i
Arab 8,079 Afica 1 1.6% 7%

_ : 1.9% — 133% g e
Israeli 26,382 e Conada
US/Canada 17,988 9.5%
Other American 4,215 Asia
Australia/New Zealand 1,337 18.9% Other
EU 56,577 American
Other European 16,369 2:2%
Asia 37,211 Other
Africa 3,606 E“g%ﬁfa Australia &
Total: 193745 o0 New

EU Zealand
Source PCBSotelActivities Survey2016. 29.8% 0.7%
Trade

Thetrade sector suffers fronisraeli restrictiongwith some 500 closure alacles on average in the

West Bank)the provisions of thel994 Paris Protocon underdeveloped industrial basend lack of

access to natural resourcasarketsand irvestment. The steady énease in the noitradable sectors

(services, to lesser extent constructiand thede-agriculturalization and déndustrializadion trends

reflect the donordriven nature 6 the economy.From 19752014, theGDPshare of the tradable

goods sector (agricultur& industry) dropped from 37% to 18%he employment sharefrom 47%

t0 23%(UNCTADYS L2 NI 2y ! b/ ¢! 5Qa ! 4aA%ept30BS (2 (GKS tIFfSadAyAly tS2Lx

ExternalTrade (excl. Jerusalem)Key Indicatorgmillions of US$)

1995 | 1999 | 2002 | 2005 | 2009 | 2013 | 2014" | 2015

Exports of goods and services 562 752 478 736 | 1,133 | 2,072 | 2,172 | 2,323
Imports of goods and services 2441 | 3,364 | 2,234 | 3,683 | 4943 | 6,804 | 7,209 | 7,323
Trade balance (US$ millions) -1,879(-2,612 |-1,756 | -2,947| -3,810| -4,732| -5,037| -5,179
Trade balance (% of GDP) -57.2 | -61.2 | -494 | -60.0 | -524 | -37.9 | -39.6 | -40.8

Trade balance with Israel (US$ milli{ -922 |-1,598 | -886 | -1,887| -2,558| -3,167| -2,920| -2,748

Trade balance with Israel (% of GD} -28.1 | -37.4 | -249 | -384 | -35.2 | -25.4 | -23.0 | -21.7

PA trade with Isragg
-as % of total Israeli trade 4.2 3.7 1.8 22 2.9 29 29 3.7
- as % of total PA trade 83.5 | 675 56.9 | 644 | 651 | 60.4 | 56.7 | 55.3

SourceUNCTADY S LI2 NI 2y ! b/ ¢! 5Q4& | & & A aSkpteyhieR016] 2 PrélikiGaryedtiages G Ay ALy t §2 L3

A Facts & Figures

9 Besides food and live animals, manade items of the
Palesinian economy are manufactured goodexports)as
well as manufactured investment goods and rawtenals
(imports). The largst import items are mineral products [
(fuel, lubricants) followed byndustrial suplies (mainly ma § :
chinery, equipment) the largestexport items are indus- Pl A8 b
trial supplies(especially dicles of stone, plaster, ceent, Fs i ‘
adestos, mica or similar matels) (PCBSRegistered Foreign | ®i;
TradeStatistics 2015, Sept 2016; for a detailed list of trade items see:|
http://www.pcbs. gov.ps/Downloads/book2216.pdtable 8).

1 As of June 2016@yholesale and retail tradgincludng repair) contributed 17%NB: 17.1%, GS:
16.7%Yo the GDP(excl. East Jesalem)(PCBQuarterlyNational AccountsQ2-2016).
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9 During 2015, thébalance of trade(for registered goods) suffereddeficit of US$4267.7 million,
vastlyaccounted to trade with Israglmports dropped by 13% and exports by 3. @¥%BS/MAS/PMA,
Quarterly Economic and Social Monité44, May 2016).

Trade Balance in the Palestinian Territor49952015

6000 - Impqrts Exports Net TradeBalance in Good

4000 \ " s2255

2000

Value in Millions USD

-2000

-4000

Source PCBSRegistered Foreign Tra&atistics2015Sept. 208.

1 In June 2016exports had decreased by 9.8% cpared to June 2015 and reached US$ 77.7
million, while imports decreased by 2.0% to US$ 436.1 mill@CBSPreliminary Results of the
Palestinian Registered External Trade in Goods of2i@& August 2016).

1 Whiletotal trade accounts for 77% of GDP, this is mostly dutade with Israel which accounts
for 55% of total Palestinian trade (which in turn accounts only 3% of total Israeli trade). In recent
years, Israel accounted for more than 70% of Palestinian imports and absorbed about 85% of
Palestinian exports. In 2015, the Palestinteade deficit with Israel accounted for 54% of the
total Palestinian trade deficit and stood at 230% of net current trans{eNCTADReport on
''b/¢15Qa ! aarailyO§sap20i)KS t 1 f SadAyAlLy t S2LX S

1 Trade dependence on Israak the only viable faign market for Pa&stinian eyports and imports
persists. By June 201éxports to Israelrepresented 87.5% of total ewrts, imports from Israel
52.9% of total importgPCBRalesinian Registered External Trade in Goods of June 2Qffiist 2016).

1 Thesecond most important exporimarket for Palestinian goods after Israel is #g which in
April 2011 gave all agricultural andHeryproducts originaingin the WBGS immediate duty free
access to its markethttp://trade.ec.europa.eu/doclib/docs/R06/september/tradoc_113382.pdf)In 2015,
SELRNU& 02 0KS 9} |Y2dzyudSR U 2)aedimports franfthe EY o6 mdm: ]
Uz emdp YATEAZ2Y ol o ¢dodizatradgbalbiBef & I3y M SINkpOHsA 2 /0> INE a dzt
are mainly agricultural products (79.4%), mostly vegetable products (53.2%), inapentsainly
industrial products (75.5%), mostly transport equipment (32.8%).

Main TradePartners, 201%value in thousand US$

6,000,000
8,225,467
5,000,000 -
4.000.000 O Imports  ®m Exports
' ' | 3,044,627 Source PCBRegisteredroreign
3,000,000 - Trade Statistics, 201%ept. 2016.
2,000,000 - 379’0%% 9431718?)3,626
1,000,000 - 8.03{48,485 60,1274 694
. 141,948, 385 I | 14,753 12 660 10 700
0 - T T T A T T T T T T )
> > A\ @ SR o > > I & N K
SR AN COF N C R S P RN N S & &
O & /\o"* S \0@) NSRS \o‘b S *_\)‘s S
T
v
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1 Due to Israeli restrictions, the Palestinian trade sector is also disadvantaged when it comes to
transaction costs and process duratiok: y’ GKS 2 2D<hi1gRBusmlas¢ POQiAdex, the
WBGSranked No.99 @u 2 F mMdno AY & ( MNb/Riwldhgbisitddd.Bgraakingd)2 NR S NA &

Tradng Across Borderén hours and USSH

m Palestinian firms ®MENA average 1 Israeli firms

600 554.5

500 459.6

400 2851 305.1

19

300 - 50

200
74 64. 14$i74 J.LUO 42_012 70

o | .. , ,

Time to Cost to Time to Cost to Time to Cost to Time to Cost to
Export: Export: Export: Export: Import: Import: Import: Import:
Border Border DocumentaryDocumentary Border Border DocumentaryDocumentary

Compliance Compliance Compliance Compliance Compliance Compliance Compliance Compliance

Source World BankPoing Business 2@ http:/iwww.doingbusiness.org

1 As of August 2016, a monthly average of 10,804kloads of goodshad enteredGaza(mainly
construction materials and human food products), while only 164 truckloads had left (agricultural
products, furniture and clothing to the West Bank; agricultural products and scrap
metal/aluminum to Israel)(OCHAGazal NP a&Ay 34 Q hLISNI GA2y { Gl ddzAaz az2ydiKfte ! LIRFG!

Number of Truckloads Entering Gaza (monthly averag

15,000 13,733
10,204
10,000 9,290 7896
6,285
’ 5,652
4,815 =
4,107 4,307
5,000 - 27236 2,593 3,305
0 4
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
SourceOCHADF T+ / NRAaAy3IaQ hLISNI-Augdos{ I Gdzas azydKfe ! LIRFGS
Commercial Crossing Points in the West Bank & Gaza | 4 ;
: . - . : 5
West Bank Crossing$aybehd 2 NJ L NI | K 2 NJ { K| SN =
Tulkarm AlJamalemorth of JeninBetuniasouthwest of Ramallahj. -/~ \::‘;?r'r', [
andTarqumianorthwest of Hebron. : - @F%‘ B |

Gaza Crossing&+Montar/ Karnisoutheast of Gaza Citgufaeast
of RafahKarem Abu Salem/Kere&halomin southeast Gaz&eit
Hanoun/Erein north GazaRafah andNahal Ozeast of Gaza City|
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Finances

A Taxation Taxes in the Palestinian Territories

1 Individual Income Taxwithheld by enployer)

1 The Gazdericho Accord (May 1994]1 Corporate Income Tafor companies)
transferred the authoity to organize all |1 Foreign Dividend Taondividends distthuted to
tax-related issues to the PAsoutlined in shareholders of a foreign cqrany)
the Early Emowement Agreemenof 29 (1 ValueAdded Tax (VATonsumptionbased tax
Aug. 1994. Taxai 2 y A A 0K imposed on all local goods and services
32dzNDS 2 7F )\rgrpégzemé‘ugm I Tax for Service Contrac{income geneaited or
to hand over taxes collected on behalf d e€arned from contracts for the provision of service
the PA (VAT, import, fuel, income an{1 Tax o Dividends, Leases & Royaltign profit)
health taxes) and ineffiency in collecting |1 Purchase Tafpayable by manufacturers or importe}
taxes dr $a G A O ffe& KI ¢gs| attheportofentryon cedainconsumer products).

fiscal revenuesonsiderably. Sourcehttp://www.pipa.gov.ps/taxation.asp

9 Under the quascustoms uniorwith Israel,
stipulated in the 1994Protocol on Economic Retms the PAadopted - with minor exeptions-
L a NJtaBfff sfutture and must peg its gasoline prices anAT rate to Israel's(=/- 2%) The
standard VAT rate is 16%rael cdécts taiffs and VAT on Palestinianparts on behalf of the PA
levying unjustifiably high3% collection and processing fedmefore transferring them If these
fees were proportional to the share of Palestinian imports in total imports handled by the Israeli
tax department, they would drop from 3 to 0.6% and would have pres@i$50 million worth of
overpayment to Israel in 20J@WNCTADYS L2 NIi 2y ! b/ ¢! 5Q& ! &aABapt2g®)S (2 GKS t+tSa

1 The World Bank estimates that the PAlasing US$285 million irrevenues (2.2% of GDP)
annually under the current economic arrangements with Israel, mainly duextdeakages on
bilateral trade with Israel and undervaluation of Palestinian imports from third countries
addition, revenues currently retained by Israel but esvto the PA and to Palestinian workers
(e.g., pension contributions collected from Palestinians working in Iseaebtimated at US$669
million (5.3% of GDP)World Bank, Economic

. . Old law Amended law
Monitoring R r heAHLCApril 2016).
onitoring Report to theAHLCApril 2016) Income, NIS Taxrate,% Income, NIS Tax rate,%
fIn April 2015 President Abbas issued a decree <3000 exempt <36,000  exempt
amend thelncome TaxLaw in a bid to ease the tax 30.000-40.000 5 36,001-75000 5

burden and stimulate more consumption anc #0.001-80.000 10~ 75001-150.000 10

: . . 80,001-125000 15 >150,000 15
investment. The annual exemption on salaries h '

been set at 36,000 NIS (previous: 30,000 NIs, SourceiMFReportio theAHLCSept 2015.
while amended income tax bracket®w rangefrom 5-15% (previous: up to 20%)Corporation
tax remains at 15% for most companies.

9 Gross domestic tax revenuesave risen continuously since 20@de to tax collection reforms
and accounted for 25% of totalnet revenues in 208 (= US$ 68.2 million) (PCBSPerformance of
the Palestinian Economy, ZiMay 205).

A Budget and Fiscal Accounts

f Public revenuegrew by 24% in the first half of 20J8ue todomestic taxes and revenue trans .
fersbylsra@f o0dzi GKS t! Qa FAaOIThe fisdahdefitit(bieforg ghants)BsY I A ya RAF T
projected to decline to 10% of GDP (US$1.3 billion) in 2018aaiin aidto under US$700 mil
lion, leaving dinancing gapin excess of US$600 million (4.7% of GDP), which will be mestly fi
nanced through arrears to the private sector and the pension fund. On the external sid®yrthe
rent account deficit(excluding official transfers) is expected to slightly decline to 81 @DP in
2016 due to a decline in importe/¢ridBankt I £ SaGAySQa 902y 206h2016ndziift 221 ClLftf Hnmc
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PA Budgetndicators 206-2015(% of GDP

Total Expenditure& Net Lending

in Palestine, 2015

[ Fiscal Balance (RHS)

2005
2006
2007
2008
2009
2010
2011

Source IMF,Report to the AHL.@ugust 2016.

——General Government Revenue -

-=-General Government Spending |

2012
2013

Non
Wages
45.0%

Net
Lending
7.5%

Salaries
and
Wages
47.5%

Source PCBSPerformance of the Pales

General Government Finand@Vest Bank)2015

tinian Economy015,May 2016.

| Central Government | Local Government

Expenses
Total US$ 4,428.1million
Grossexpenses $ 3,909.5million $ 518.6 million
ofwhich:9 YLJ 2eSSaQ 0O2YL 53.3% 16.7%
- Social benefits 20.3% 1.4%
- Use of goods/services 17.4% 27.7%
- Others 5.5% 17.7%
Revenues
Total US$ 4,112.2 million
Governmentrevenues $ 3,744.0 million $ 638.2 million
of which:-Taxes 73.6% 14.8%
- Social contributions 0.0 0.2
- Grants and aids 21.6% 4.5%
- Other revenueb 4.8% 78.7%
tincludes feegor administration,water/electricity re-sales fines, etc.
Source PCBRress Release @eneral Government Finance 3024 Aug. 2086.
Fiscal Indicators (in million US$007-16
2007 | 2009 | 2011 | 2013 | 2014 | 2015 2016
budgeted
Total Net Revenues 1,194 | 1,597 | 2,046 | 2,311 | 2,744 | 2,754 2,869
Gross domestic revenues 323 585 728 853 870 855 896
Clearance revenues 896 1,103 | 1,424 | 1,690 | 2,049 | 2,055 2,260
Tax refunds 25 91 116 231 176 154 92
Total Recurrent Expentlires | 2,544 | 3,190 | 3,325 | 3,693 | 4,068 | 3,973 3,901
(commitment basis)
Wages 1,283 | 1,467 | 1,783 | 1,919 | 2,050 | 1,912 1,965
Nonwages 725 1,349 | 1,402 | 1,564 | 1,732 | 1,816 1,718
Net lending 535 374 140 210 286 301 218
Development Expenditure
(commitment) 310 430 370 187 262 230 350
Recurrent Balance
(commitment basis) -1,350( -1,592 | -1,279 | -1,38 | -1,324 | -1,219| -1,032
Overall Balancécommitment) | -249 | -1,771| -1,649| -1,560 | -1,586 | -1,449 | -1,382
Total Financing 249 1,771 ] 1649 | 150 | 1,586 | 1,449 1,382

Source IMF and Finance Ministry estimates, quotedNt, West Bank and Gaz&eport to the AHLBugust2016.
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1 While the balance trade deficit increased, tloerrent account deficitactually decreased by
20.3% in 2015 compared to 2014 to US$1,712.9 mjllioainly due to a rise of the values of net
current transfers and net incom@CBSerformance of the Palestim Economy2015 May 20E).

 Atthe endof 20155 (1 KS  tpuble @lebtérgolintedl to NID.9 billion (=20% of GDParound
50% of which was owed to the local private sect@PCBBVASPMA, Quarterly Economic and Social
Monitor, #44, May 2016).

1 In 2015 foreign assetdotaled US$5.855 billion, 6% of which were direct investment and 18.5%
portfolio investment. Totakxternal liabilities reached US$4.956 billion, 50.1% of which in the
form of foreign direct investmen&xternal debttotaled US$1.649 billio(PCBS/MAS/PMAQuarterly
Economic and Social Monité44, May 2016).

1 In 2015, the current Palestiniabudget deficitdecreased by.2% in 205 to US$ 1218.8million
compared to 204, mainly due to a decrease in government expgame with stable total net
revenuesPCBSPerformance of the Palestinian Economy,201ay 20F).

1 In 2015,net public revenuesand grantsamounted toNIS 14.3 billionAid and grants fell 29%,
while domestic collectiorgrew by 13.7%nd clearanceevenue by 8.% (PCBS/MAS/PMAQuarterly
Economic and Social Monité44, May 2016).

1 International aidmade up 21.%0f total public revenuen 2015(Ibid.).

1 In 2015, gross domestic revenueffax, nontax and earmarked collections) represented 32.dfo
total net revenues, for up to US$910.6 milli®®CBXRerformance of the Palestinian Economy,2QD16).

1 In 2035, total clearance revenuesicreased to US$ 2,053.5 million and constitut@d1% of total
net revenuegPCBerformance of th®alestinian Economy, 28iMay 205).

9 Access to economic activity ifirea C(mainly agriculture and Dead Sea minerals processing
indudries) would increase the GDP by as much as 35% and public revenues by an estimated
US$800 milliorg, significantly reducing the need for donor gidforld BankEconomic Monitoring Re
port to the Ad Hoc Liaison Committ&eptember 2016).

PA Expendituregin thousandNIS) 2015

of which (inter alia):

PA organization Total Wages & | Use of good{ Development
(and largest budget item) Expenditurd  salaries | & services Expenditure
Central Administration 1,268,591 388,053 205,939 68,230
of which: PLO Institutions 800,962
Security & Public Order 4,250,625 | 3,307,421 301,143 221,447
of which: Ministry of Interior & 3847418
National Security
Financial Affairs 1,800,010 251,552 38,780 55,953
of which: Retirees Pension Allowand 1,098,288
Foreign Affairs 257,333 147,966 87,073 83
of which: Embassies 206,139
Economic Development 362,394 189,791 26,701 126,141
of which: Ministry ofAgriculture 122,471
Social Services 5,490,355 | 2,945,009 691,997 162,262
of which: Ministry of Education &
Higher Educatiox ZBAE80
Cultural & Information Services 233,205 126,167 70,744 19,046
of which: Palest. News AgencdWAFA| 136,813
Transport & Communication 88,543 68,589 9,391 3,743
Grand Total 13,751,056 7,424,549 | 1,431,768 656,904

(100%) (54%) (10.4%) (4.8%)

Source PAMinistry of Financehttp://www.pmof.ps/documents/10180/586396/Dec.+2015+v.p@able5 B).
T
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A Banking

Data of the Palestinian Monetary Authority as of June 2016 indicate an 11.7% increa$@gsets
compared to June 2015, reaching US$13.3 billion, and increadieect credit by approx. US$1
billion to US$6.4 billion. While the Palestinian banking system renstaige and liquid in 2016,
Grt ONB Réxpmaure ltoythid puBli§ setat i a ol
2y FTAYIFYyOAYy3d FNRBY
ment loans now account for US$1.44 billion or 25% of all lending by the banking sﬁ&st@ffrﬂune
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2016, PA debt isliedzA @I £ Sy i
dit limit for the PA. The PA and public employees account for over 40% of total banking sector cre
dits. (World BankEconomic Monitoring Report to the Ad Hoc LiaiSommittee September 2016).

Before 1967, there were 32 banks in thee¥¥ Bankand 6 inGaza From19671980there was no
banking systenat all.In 1981 a Bank of Palestine ophin Gazabetween1986:1989,the Bank of
Palestineand the CaireAmman Bank pened further10 branchesA real boom startedwith the
Oslo processand airrently there are 15 banks (7 Palestinian bankdwo of them Islamicand 8

NBtAIYyOS

G2 o2

2T GKS olylAy3

Arabbanlks) with 158 branchesin the WBGSdistributed as follows:

as0i2NDa

Type Name Branches] Type Name Branches
-Bank of Palestine P.L.C 19 -Cairo Amman Bank 19
Local | paestine Investment Bank | 7 -Arab Bank 24
CommeF | _palestine Commercial Bank 6 -Jordan Kuwait Bank 2
cial -Al Quds Bank 16 Arab |-Jordan Ahli Bank 5
-The National Bank 5 jCommer |-Bank of Jordan 12
cial -Egyptian Arab Land Batr 4

Local |-Arab Islamic Bank 9 -The Housing Bank for

Islamic | -Palestine Islamic Bank 14 Trade & Finance 12
-Jordan Commercial Bar 4

Source Palestinian Monetary Authoritf-actSheet,October2016

1 Banksin the WBGS&ire governed by and fullgdhered to theBanking LawNo. 2 of 2002 and
comply with the best international banking practicdheyhave very limited exposure to global

markets, and apply conservative lending practices domestically.

I ThePalestine Monetary AuthoritfPMA) assumes several functions of a central bank (without own

OdzNJ\lBVOeu FyR OGa I a

GKS t! Qa TFAYL yOAI f
commercial banks in Europe), operates as a credit registry and &0&2 a deposit insance
scheme Besidessupervisingl5 banks,the PMA is also in charge 894 licensed money chagers

and6 specialized lending institutiongwith 75 branches) in th&BGSPMA, FactsheeQct.2016).
1 ThePalestine Securities Exchanfed its first trading session on 18 Feb. 19970y 2016, 48 com-

panies were listed. Inthe first nine months 0f2016, transactionshad increased by over 23%
(compared to the same period iM025) and thetrade vdume had reachedl9046 million shares
(+72.39% over same period in 20Mth a value of US$339,2 millior{+676) TheAl-Quds Index
(comprised of 15 of the listed companjdsad started at 139.13 in 1997, had its peak in 2005 with

1128.59 and stood &07.77 at the end of Aug. 20ip from481.81 in Aug. 201ttp://ww.pex.ps).

A Donor Assistance

1 Since its establishment in 1994, the PA has recdmameaver US$15 billion idonoraid, with annual
per capita aid averaging US$3&estrictions on trade and access to resources have eroded the
productive capacity of the Palestinian economy over the years and donors have stresseail that

cannot substitute for a poor business environmenEollowing recent trendsdonor aid was

mainly wsed forbudget support with near total neglect for development suppddurrently only
11%) Thedeclinein donor fundingfrom 32% of GDP in 2008 to 6% in 2015 has significantly con

tributed to the recent economic weakenir@/orld BankEconomic Monitoring Report to theHLG April

20

i KS aééﬂz
GKS o1
G2al
F3Syaed L



Economy

2016).Consequently, PA was unable to reverse the downward tremubiblic investment whichhas

recentlybeen around 2% of GOBNCTADYSLI2 NIi 2y ! b/ ¢! 5Qa ! &aA,2008).y0S G2 GKS tf¢
1 International donor aidhas significantlgroppedin the last six yearé\s of Sept. 2016, only 46% of
the US$3.5 billiorpledged by donorsfor reconstructionafter the Gaza2014 war had been
dispersed. The US have given 100% and the EU 85% of their ledgte the other major
contributors (Qatar, Saudi Arabia, Kuwait, Turkey, UAE) ranged only betwek2%d®/orld Bank,
Economic Monitoring Report to the Ad Hoc Liaison Commitgel 2016).
External Financingasof August2015 (in million NIS)
Budget | Budget | Budget | Actual JanAug. 206 | Budget
2010 2012 2014 (in % of Budget) 2016
A. Budget Support 1,243 | 3,811 4,785 1,801 (61.6%) 2,925
a. Arab Donors 576.1
- Saudi Arabia 461
- Algeria 102.5
- Egypt 12.2
b. International Donors 1,2249
-USA 292
- France 34.8
- PEGASE 6165
______ -WorldBank | |l ... 282 |
B. Development Financing| 670 1,140 1,080 258(27%) 956
Total External Financing 1,913 | 4,951 | 5,865 2,059(53.1%) 3,881
Source Ministry of Financehttp://www.pmof.ps/documents/10180/813287/Aug_2016+nelang.pdfTable6).
9 The Israeli economighir Hever recently estimated that at a minimut@% offoreign huma-
nitarian aidto Palestine ends up in Israebfters, adding to the argument that donaourtries R
NS FAYIFYOAY3I UKS UNIRS AYOolIfFYyOS 0SUgSSYy LaNI St I
to finance the occupatior{Shir HeverHow Much International Aid to Palestinians Ends Up in the Israeli
Economy?Aid Watch, September 2015).
Total Aid to Palestine and Balance of Payments Deficit with Is(aemillionsUS$
3,500.00
3,000.00 ==
2,500.00 /XV/
2,000.00
150000 —S= A//
1,000.00 -
-
500.00
0.00
'?900 '?('t?/ ‘?C{g‘? '?003 '?05{1 '?005 ‘)005 ‘)00) ‘)00,51 “')("09 “)0.’0 ‘)o.ff ‘)0/‘7 ‘)f)/ 3
——=Trade Deficit ——Aid
Sources: ! b/ ¢! 55 a.Ffttry0OS 2F trevySyidaszé !b/¢!5 {Retetved5I G / SYdSNE Hun

Per Capita (currert { b Z0¥5¢quoted irhttp://www.aidwatch.ps/sites/default/files/resourceield_media
/International AidToPalestiniansFeedsThelsraeliEconomy.pdf

_/ |
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Top Ten Donors of Gross Official Development Assistance
(ODA)to the WBGS, 2014 average ($ millions)

United States 752.3
EU Institutions

UNRWA

United Kingdom 123.3

Germany 1211
Norway 112.8
United Arab Emirates - 78.2
Turkey

Sweden - 646
France - 62.0

Source OECBDAC http://www.oecd.org/dac/stats
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