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Executive summary

UNCTAD s assi stance to the Pal estinian people has evolved froma focus on
t he anal ysis of prospects for the devel opment of the Pal estinian econony,
to an integrated deploynent of the secretariat's substantive capacities
in the framework of technical cooperation activities. This has entailed
exam nation of key performance and policy aspects of Pal estinian trade,
finance and rel ated services, which in turn has refined the secretariat's
capacity to deliver tinely and effective technical assistance in response
to requests by the Palestinian Authority. Prolonged adverse performance
of the Pal estinian econony, especially in trade and rel ated services, has
hi ghl i ghted the chall enges that remain to be addressed, despite the
positive devel opnments in the policy framework governing economc activity
since the Israel -Pal estine accords of 1993. These consi derations serve
as a continued incentive to the international comunity to intensify
assistance to the Pal estinian people in building their econony and
institutions. Accordingly, UNCTAD has expanded its programe of

techni cal assistance to the Pal estinian people in devel opi ng capacities
for effective policy-making and managenent pertaining to internationa
trade, investnment and related services. Wthin this context, the
secretariat is currently providing assi stance in eight project areas,
with action pending in six others, in the context of an increasingly
cooperative relationship with Pal estine and the internationa

or gani zati ons concer ned.
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| nt roduction

1. In accordance with its nmandate on assistance to the Pal estinian peopl e,
and as envisaged in the secretariat's 1998-1999 work-programe, this report
has been prepared covering UNCTAD s assi stance to the Pal estinian people
during the period July 1997-June 1999. Particular attention is focused on
wor k acconpl i shed since 1998, taking into account the informal Progress Report
prepared by the secretariat for the Forty-fifth Session of the Trade and

Devel opnent Board, which provided an update on work in this progranmme area.

2. Since its inception in 1985, UNCTAD s programe of assistance to the
Pal esti ni an people has transforned froma focus on research and anal ysis on
the prospects for sustained devel opnent of the econony of the occupied

Pal estinian territory, 2 to an integrated and sustai ned depl oynent of the
range of the secretariat's substantive capacities in the context of technica
cooperation activities, backstopped by appropriate research and policy
analysis. This devel opnent was consistent with the new opportunities for
provi di ng concrete assistance to the Pal estinian people offered by

I srael - Pal estine accords since 1993. It was furthernore a natural and usefu
evolution in a work-progranme that had produced a solid substantive basis for
rel evant and effective technical cooperation and policy advice.

3. Since 1995, the secretariat's “Programe of Technical Cooperation
Activities in Support of Palestinian Trade, Finance and Rel ated Services” 3
has served as the framework for a series of advisory mssions, training

sessi ons and workshops, in response to requests for assistance fromdifferent
M nistries of the Palestinian Authority (PA). Targeted research and anal ysis
continues to feature in the secretariat's work-progranme, in the context of
specific projects, as well as part of nonitoring of devel opments in the

Pal esti ni an econony, especially the trade, finance and rel ated services
sectors. This report provides a brief account of recent aggregate econom c
and trade performance, in the context of an assessnment of major
acconpl i shments of the interim period and pendi ng chal |l enges for
reconstructi on and devel opnent of the Pal estinian econony. This sets the
scene for a detailed review of UNCTAD s techni cal assistance to the

Pal esti ni an people in 1998-1999, areas for continued assistance in the
2000-2001 bi ennium and a prelimnary eval uati on of programe inpact.
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PALESTI NI AN TRADE, FI NANCE AND SERVI CES:  ACCOWVPLI SHVMENTS OF
THE | NTERI M PERI OD AND PENDI NG CHALLENGES

A. Recent devel opnents in the Pal estinian econony

1. Economi c slowdown ani dst popul ation and | abour force pressures

4, The popul ati on of the West Bank and Gaza in 1998 was estinmated by the
Pal estinian Central Bureau of Statistics (PCBS) to average 2,858,000, grow ng
by 6.4 per cent fromthe previous year. * The participation of working-age
popul ation in the |l abour force (crude activity rate) remains relatively | ow,
at around 42 per cent. The PCBS estimted the Pal estinian |abour force at
585,000 in 1998, an increase of 5.9 per cent from 1997. The average ful
enpl oynment rate grew to 78 per cent in 1998 (from 69 per cent in 1997),

| eavi ng 91, 000 persons unenpl oyed (16 per cent of the |abour force) and

38, 000 underenpl oyed (6.5 per cent). According to PCBS projections, the
resi dent Pal estinian popul ati on should exceed 3 million by the turn of the
century, with an annual population growh rate of 5.4 per cent. Along with
an expatriate popul ation estimated at over 3 nmillion, this constitutes a
form dabl e reservoir of resources on which the future Pal estinian econony
shoul d be able to draw.

5. In current prices, Palestinian gross domestic product (GDP) realized

an average annual growh rate of close to 10 per cent during the period
1990-1996. However, nominal growth fluctuated considerably, and registered
negative rates in sonme years. GDP had grown to $3,413 nillion by 1996,
according to recently available PCBS data. ° GDP per capita fell from $1, 438
in 1990 to $1,274 in 1994, regaining $1,497 only in 1996. G oss nationa
product (GNP) per capita dropped from $2,054 in 1992 to $1, 695 by 1996, a

| evel which was still below those attained in 1987. Different estinates of
real grow h have been published, the nost recent indicating that real GDP and
GNP grew by 1 and 2 per cent respectively in 1997, and at an estimated 3 and
3.5 per cent in 1998. This would nean that real per capita incone |evels

in 1998 grew for the first time since beginning their downward spiral in 1993.

6. The Pal estinian econony remai ns characterized by a distorted structure,
favouring services, residential construction and a traditional industria
sector. Services historically accounted for about 50 per cent of GDP, though
this share has been revised downwards in |ight of new statistics adopted by
PCBS. The share of GDP to GNP fluctuated around 76 per cent during 1990-1992
and increased to about 86 per cent during 1993-1996. Another sign of

the distortions in the economy is the large difference between fina
consunption (estimted at $4,297 nmillion in 1996) and donestic production
($3,413 mllion). This indicates a mnimal structural shift fromhistorica
econonmi ¢ trends, whereby external income sources rather than domestic economc
expansi on fuel aggregate demand. The Pal estinian econony remains

predom nantly based on small cottage industries and sol e proprietorships.

I nvestnent by the private sector in productive assets has remained low. \Wile
total investnent accounted for about 30 per cent of GDP in 1996, construction
mai nly in housing, accounted for 77 per cent of that total. This reflects a
conmbi nation of factors, including political uncertainty, restrictions on the
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movement of persons and goods, border closures and | ack of credit facilities -
despite the dramati c expansion of the banking system since 1994. Banks
operating in the territory have beconme effective in nobilizing domestic

savi ngs, but their financial internmediation role remains limted. By

m d- 1998, bank deposits were $2,269 mllion, while credit facilities did not
exceed $709 mllion, 58 per cent of which were in the form of overdraft
accounts.

2. A growing trade deficit weighs heavily on the econony

7. Avai |l abl e data confirmthat while the Pal estinian export sector has
declined in scale, conplexity and performance, inports have becone
increasingly varied and significant. This unrestrained inport expansion
reflects new consunption and investnent requirenents, as well as lucrative
busi ness opportunities for actors in the Pal estinian and nei ghbouring
econom es. However, the long-terminplications of prolonged export declined,
and the prevailing market and commodity composition of Pal estinian externa
trade points to serious inbal ances that require close policy and technica
attention. The broad outlines of recent trade performance confirm an
acceleration of a deteriorating trend that began in the 1980s. Since 1996,
chronic problens are reaching critical proportions (see table 1).

8. Mer chandi se inports in 1998 are estimated at $2,723 nillion

agai nst $444 mllion of exports. Since 1990, the value of inports increased
nmore rapidly than exports. The ratio of exports to GDP, which in 1980 was
above 40 per cent, fell to under 25 per cent by 1987, and fell further to
stagnate since 1990 at an historic |ow of around 10 per cent. This
constitutes an adverse structural shift in the economy, though one which stil
coul d be reversed through sustained export growmh driven by a conbination of
donestic and foreign investrment and further industrial and agricultura
production diversification

9. An enduring feature of the Pal estinian econony is a continued |arge
trade deficit, which constitutes a considerable burden on a snall econony.
The deficit has grown over 300 per cent in eight years, to an estimated
$2,279 mllion in 1998. Exports have been equal to less than 23 per cent of
i mports since 1992, reaching historical |ows of an average 17 per cent in
1996-1998. The ratio of the trade deficit to GDP increased from 30 per cent
in 1990 to over 50 per cent since 1995, with inports equivalent to al npst

60 per cent of GDP. The deficit in the balance of trade in goods and
non-factor services was estimated at $1,976 mllion in 1997, a burden which
is reduced through income earned by Pal estinian workers in Israel, anmounting
to $588 million in 1997. Remittances and current transfers are estimated at
$683 mllion in 1997, further helping to cover the deficit. These factors
have reduced the current account deficit to $680 million in 1997, conpared to
historically | ow deficits of under $100 mllion



TD/ B/ 46/ 5
page 7

Table 1. Palestinian nerchandi se trade (Wst Bank a/ and Gaza Strip), 1990-1998

I'tent Year 1990 1992 1994 1995 1996 1997 1998
b/
Exports (mllion $) 231 292 243 326 340 381 444
- Thereof to Israel % 78. 4 85.2 84.3 93.9 93.8 93.9 94.8
- Thereof to Jordan % 13.9 10.0 12.8 4.5 5.3 4.9 4.9
- Thereof to Egypt % - - - 0.2 0.3 - -
- Thereof Rest of world 7.7 4.8 2.9 1.4 0.6 1.2 0.3
Inports (million $) 843 1 1075 1690 2 017 2 164 2 723
260
- Thereof fromlsrael % 84.7 87.7 85.6 90.0 86. 4 83.3 69.0
- Thereof from Jordan % 1.1 0.8 0.6 0.5 0.4 1.4 1.4
- Thereof from Egypt % - 0.1 0.1 0.3 0.9 1.2 0.9
- Thereof Rest of world 14. 3 11. 4 13.7 9.2 12. 3 14. 1 28. 7
%
Exports per cent of 27 23 22 19 17 18 16
i mports
Trade bal ance (mllion -612 -968 -832 -1 -1 -1 783 -2
$) 364 677 279
Exports as % of GDP 10 11 9 10 10 10 n. a.
I nports as % of GDP 37 46 41 54 59 58 n. a.
Trade deficit as % of 27 35 32 44 49 48 n. a.
GDP

Sources: For 1990, Hal bach, A J. New Potentials for cooperation and trade in the
M ddl e East. Minchen, Weltforum Verlag, 1995.

For 1992, 1994 and 1995, UNCTAD secretariat estinates (see UNCTAD/ CDS/ SEU 2).

For 1996-1997, Palestinian Central Bureau of Statistics, foreign trade and GDP
statistics fromthe official website of the PCBS.

For 1998, bal ance-of -paynents estinates from Pal estinian Authority, Mnistry of
Fi nance, General Directorate of Custons, Excise and C earance and PCBS.

Not es:
al/ Excluding east Jerusal em

b/ Data estimates for 1994 are the least reliable for the period.
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3. Market distribution of trade: chronic problens and new trends

10. The market concentration of Palestinian trade with one predom nant
partner, Israel, has increased in nost respects since 1990. Wile this trend
is consistent with the long-termshift in the market conposition of

Pal estinian external trade in line with the custons union in force until 1993,
it further intensified since the negotiated custons uni on was adopted in 1994.
The value of trade with partners other than Israel fell until 1997, while its
proportion al so declined since 1990. |Israel accounted for 85 to 90 per cent
of Pal estinian inports during 1990-1998 (and for nuch of the 1980s as well).
Pal estinian inports fromlsrael grewto $1,890 nillion in 1998 as conpared to
$1,500 mllion in 1995. Inposition of Israeli tariffs on nost goods inported
by the PAled to an increase in the prices of inported goods relative to

i denti cal goods produced in Israel, effectively limting demand for inports
from Arab countri es.

11. Only since 1997 have these trends faltered. A major devel opnent noted
in 1997 and 1998 has been the grow ng proportion of inports fromthe rest of
the world, which reached 14 per cent in 1997, for the first time since 1990,
then doubling in 1998 to 29 per cent of inports. |In absolute terns,

Pal estinian inports fromthe rest of the world reached about $780 mllion

in 1998. This reflects new inport market opportunities, and increases direct
importation to the PA. O equal significance is that the PA has been able to
confirmthe Pal estinian destination of a grow ng portion of inmports, which
have al ways flowed through Israel and were statistically accounted for as
imports fromlsrael. This has inportant revenue and policy inplications,
deservi ng serious consideration. The PA constitutes a major market for

I sraeli exports; the nost recent inport trends could lead to a | ower |srael
share of Palestinian inports and a decline in the absolute |evel of inports
fromlsrael.

12. I mports from Jordan were estimated at $30 million in 1997, increasing
to $38 mllion by 1998. This conpares with levels that historically had only
exceeded $10 mllion once, in 1986-1987. Meanwhile, inports from Egypt
reached an unprecedented $25 mllion in 1997 and 1998. Unrecorded inports,
considered to be prevalent in Palestinian trade with Egypt, are indicative of
possibilities for nore significant inport flows from Egypt. However, the

exi stence of over $50 million of recorded inports fromnew, Arab sources,
where none exi sted two years ago, is one of the clearest positive results of
the new trade policy framework since 1994. It also indicates potential for
trade in a direction that had not existed previously, while prospects for
reviving Pal estinian exports to Arab markets remain |argely unexpl ored.

13. Certainly the nost disappointing feature of Pal estinian external trade
in recent years is that export growth has renmi ned sluggish, with a grow ng
diversion of trade to Israel. \Whereas Israel was the market for 85 per cent
of Pal estinian exports in 1990 (and less in the preceding decade), 95 per cent
of exports in 1998 were destined for Israel, mainly at the expense of exports
to/through Jordan. A significant proportion of Palestinian exports to |Israe
are still products manufactured under subcontracting arrangenents, whereby
maj or gains are passed on to the Israeli firns which sell in both the Israel
and export markets. ® Recently, exports to Jordan dropped sharply, down

to $20 mllion in 1997 and 1998, as conpared to $32 million in 1990
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and $125 million in 1982. Until 1982, exports to/through Jordan constituted
over 30 per cent of Palestinian exports. On the other hand, there had been no
possibility of trade with Egypt until the opening of borders in 1994. This
channel has remained marginal, with exports reaching $1 mllion in 1996 and
decreasing since. Exports to the rest of the world have declined sharply,

to under 0.5 per cent of total exports by 1998, at |evels of between

$1 and 4 nmillion annually since 1993, as conpared to $18 million in 1990.

In terns of Pal estinian export opportunities, the past years have not yiel ded
satisfactory results.

B. Mjor achievenents in the reconstruction and
devel opment _of the Pal estinian _econony

14. In the context of nonitoring and anal ysis of key devel opments in

the Pal estinian trade, finance and rel ated services sectors, the UNCTAD
secretariat has undertaken an exam nation of nmgjor achi evenents of the interim
period (1994-1999) and pending tasks for the future, drawing both on its own
experience in this area and the range of literature available from other
sources active in the field. 7 This is intended to provide the broad
policy-analysis framework required for designing relevant and effective
operational activities in these sectors and for sharpening the secretariat's
advi sory capacities. The followi ng section reviews the first findings of this
exerci se, focusing on major achievenents and pending future tasks.

1. Policy environnent

15. The Decl aration of Principles signed between Israel and Pal estine in
Septenber 1993 resulted in a period of five years (1994-1999) of interim

Pal estinian self-rule. The PA envisaged that during this period three

i nportant tasks would be undertaken. First, Israeli redeploynent froml arge
areas of the Palestinian territory and the establishnment of an el ected

Pal estini an Legislative Council and a duly appointed Pal estinian Authority.
Secondly, it was expected that negotiations to resolve permanent status

i ssues, including borders, Jerusalem refugees, water and security, would have
been conpl eted by 1999. Thirdly, confidence-buil ding measures between the two
si des were expected to replace past confrontation and to allow the PA to adopt
econom ¢ policies conducive to reconstruction and devel opment.

16. None of these tasks was fully achieved by the end of the originally
specified interimperiod. |Israel did withdraw from nost of the Gaza Strip and
from nost popul ation centres in the West Bank, but has not yet conpl eted
redepl oyment as agreed between the sides. The PA was established and

i nstitutions of governance have been created, but major difficulties prevented
it fromdevel oping an efficiently functioning public sector. Negotiations
over final status issues have not started, as relations between the two sides
have deteriorated since 1996 and reached an inpasse during the | ast year
Despite positive devel opments |linked to the creation of the PA and renoval of
restrictions fromthe occupation period, econom c activities were adversely
affected and the interimperiod has been characterized by prol onged decline in
the standard of living, with high and fluctuati ng unenpl oynent. Politica
uncertainty and violence |led to border closures and internal geographic
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separation of the Palestinian territory, with serious inplications for the
econony. These factors have had short-term negative effects on incone and
enpl oynent and a | onger-terminpact on growh and devel opnent.

17. However, the formation of a new Israeli Governnment in July 1999 has
generated fresh optim smregarding a revival of the peace process and
overcom ng the Pal estinian-Israeli deadl ock. Israel and Pal estine have to
deal with the dual task of resolving the unsettled issues of the interim
peri od and embar ki ng on negoti ati ons on permanent status issues. |n both,
the PA faces key strategic choices in the econom ¢ domain. The follow ng
bri ef assessment of major achi evenments and di sappoi ntnents of the interim
period, and pending priority tasks, reflects some of the major issues to be
considered in this respect.

2. Achievenents and unfinished tasks of the interimperiod

18. W t hout doubt, ampng the nost inpressive devel opnents of the interim
period were the serious efforts by the PAto create a new economnic

envi ronnent, conducive to growh and devel opnent, and the attendant

achi evenents and shortcom ngs. Three major areas may be identified. The
first relates to efforts in the institutional and | egal donmins; the second
refers to physical and social infrastructure; and a third relates to financia
and trade policy.

19. The maj or achievenent in the creation of a new institutional franmework
is the establishnment of two branches of governnent; the |egislature and the
executive. Together, they have been able to enact and inplenment new | ans and
measures that renoved sonme restrictions of the occupation era, and all owed for
sonme support to the private sector. These neasures include new | egislation
for investnment pronotion, industrial zones and banking, tax reform and
effective internal security. 1In addition, positive devel opments in the
econom ¢ environnment brought about by PA institution-building my be
identified. They include the establishnent of ministries that constitute a
functioning public sector, collection of taxes and delivery of socia

servi ces, renoving various regulatory restrictions on economc activities and
the creation of a regulatory environment conducive to investnment, trade and
gr owm h.

20. Not wi t hst andi ng these achi evements, the institutional franmework remains
in a state of flux, whereby the jurisdictions and functions of the different
bodi es are not always clear. 1In this regard two areas nmay be identified as

priorities in need of urgent change if the PAis to build a nodern and open
econony. First, the concept of separation of powers needs to be nore clearly
adopted and exercised. Overlap between the executive and the | egislative
branches, as it exists now in favour of the fornmer should be curtailed.
Furthernore, the judicial system which was reduced in size and scope during
occupation, has not received the attention it deserves. Reviving the role of
the Supreme Judicial Council and ensuring its autonony and integrity is a top
priority as a step towards rehabilitating the judiciary as a whole, essentia
both for building civil society and accel erating econom c devel opnent .

21. In the area of physical infrastructure, the PAis faced with a huge task
of refurbishing a systemwhich is inadequate and unreliable. The PA has
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recogni zed the urgency of this task and given it top priority inits

devel opnent plan for the period 1999-2003, accounting for 48 per cent of tota
public investnent, with priorities in transportati on, water waste, and energy.
The opening of Gaza Airport at the end of 1998 was a mmj or step towards
establishing an air link with the outside world. It is also noted that the
Pal esti ni an Tel ecomuni cati on Conpany (PALTEL) has made consi derabl e

i nprovenents in the availability of both fixed and nobile phones. Simlarly,
the field of social services, especially education and health, suffers from

I ong neglect and is in need of a conprehensive plan of reform nodernization
and growth. 1In this regard, the recent educational plan drawn up jointly by
the Mnistry of Education, the Mnistry of H gher Education and the Mnistry
of Labour, is a good start for designing a |long-termstrategy for the
educational system The health sector requires major reformthat includes
expandi ng i nsurance protection to cover poor fam |ies and many ot her groups.

22. As regards financial resources, it is noted that the Mnistry of Finance
has inproved its tax collection capacity, and it is hoped that the PA' s
revenues will be sufficient to cover its current expenditures in 1999. Such

an inprovenment in the fiscal condition of the PA will enable donor assistance
to be allocated entirely to long-term public investment. Since it is expected
that this external assistance will dwindle in a few years, it is essentia

that the PA plan for this eventuality by reform ng the tax system and
rationalizing expenditures.

23. Certainly, the achievenents of the PA in concluding preferential or
free-trade agreenents and arrangenents with a range of trade partners is

i ndi cati ve of both foresight and a dynam c vision of future Pal estinian
external trade relations. Trade accords and cooperation arrangenents

concl uded since 1994 with Canada, Egypt, the European Free Trade Area, the
Eur opean Uni on, Jordan, Saudi Arabia, the United States of Anmerica and others
have set the scene for a diverse and chall engi ng environnment for devel opi ng
Pal estinian trade in goods and services in the com ng years. VWhile

ci rcunstances on the ground have not yet permtted a full utilization of al
the opportunities these new relationships offer, the PAis well aware of the
potential benefits and is working hard to translate these accords into rea
busi ness opportunities for Pal estinian producers and traders.

3. Pending chall enges

24. Maj or chal | enges face the PA in the reconstruction effort. Creating a
new enabl i ng environment cannot be achi eved wi thout addressing the issue of
sovereignty. It is inperative that the permanent status negotiation be

concluded in a manner that provides the requisite degree of Pal estinian
control over |and, water and borders. Agreements that |eave anmbiguity on this
fundamental issue could create uncertainty and confusion that woul d underm ne
efforts to create an econom c environnment conducive in the long termto
production, trade and growh. Reform ng the PA along |lines that enphasize the
separation of powers and the rule of law is another prerequisite for
noder ni zi ng the econony.

25. In the area of econom c policy, nmeasures may be identified that wll
hel p avoid both macro-instability and mcro-inefficiency. These include
policies designed to encourage saving, investnent and exports and to curtai
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energi ng practices of nonopolizing certain sectors of the econonmy. An

exam nation of present nonetary arrangenents reveals different alternatives
for the future. Gven the present econom c conditions, and realistic
prospects, consideration ought to be given to the creation of a Pal estinian
currency via the institution of a currency board. It could serve for a
transitional period, in which the new currency acquires credibility at the
same time that the Pal estinian Mnetary Authority builds up central banking
expertise and the financial markets mature. The eventual abandonnment of this
regime in favour of an independent Palestinian currency would be a natura
conclusion of the transitional process, during which credibility is
established, institutions are built up and financial nmarkets mature.

26. As for future trade arrangenents, two principles may be enphasized.
First, trade rel ations between Israel and Palestine will continue to have
profound political and econom c inplications. They should bol ster independent
Pal esti ni an economi ¢ policy-nmaki ng and managenent, rather than undermne it.
A trade accord under which Pal estine would sinply adopt nmost of the elenents
of the current Israeli foreign trade regi ne woul d not be responsive to

Pal esti ni an devel opnent objectives, given the great disparity between the two
economi es. Accordingly, trade relations with Israel should not be subject to
arigid regine which locks in current patterns, but rather should evol ve over
time with the dismantling of the | egacy of past decades. Secondly, trade
arrangenents between Palestine and its different partners should reflect the
dynam ¢ needs and sequential stages of the Pal estinian reconstruction and
devel opnent programre. Thus, the concept of “special and differentia
treatment” appears relevant so as to allow the “re-tooling” of sonme of the
Pal estinian industries that were weakened or edged out of the market in the
past owi ng to econonies of scal e advantages of foreign conpetitors.
Appropriate support should be provided to those industries that reveal market
potential through detailed cost-benefit studies, and for a definite period of
time. This could provide inpetus for the inport-substitution track of
structural transformation and allow for evolution to the export pronotion
stage. CGuided by these principles, alternative trade regi nes may be

envi saged, drawi ng on the range of versions of customs unions and free-trade
area currently under consideration by the PA

27. UNCTAD s research over recent years on the prospects for sustained

devel opnent of the Pal estinian economy has highlighted the need to consolidate
a vision for the Pal estinian devel opment, based on both a realistic
appreci ati on of Pal estinian econom c conditions and rel evant | essons |earned
fromthe experience of other devel oping countries. 8 This substantive basis
has enabl ed the secretariat to provide targeted advisory services to the PAin
the past two years. In revisiting this question, sone pertinent goals may be
enphasi zed, as the PA strives to el aborate guiding principles for economc

per manent status negotiations with Israel and to formalize steps towards
integration into the nultilateral trading system Intensive efforts at

el aborating a Pal estinian devel opnent vision, reflecting public and private
sector goals and needs, will be indispensable in successfully concluding the
negoti ati ons to cone.

28. The first goal is concerned with the sequential stages of structura
transformation. It shows that the proper approach shoul d enmphasi ze the
conpl enmentarity between inport substitution and export pronotion as the
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fundamental dynamic of the transformation. Trade policies and reginmes flow
fromthere. The second is concerned with designing a national strategy for
technol ogi cal inprovenent and the need for the Pal estinian econonmy to enbark
on establishing an i ndependent technol ogi cal |earning capacity (I1TLC). For
this capacity to develop and for technology to be able to performits dynamc
transformative functions, mjor changes need to take place. |ncluded anpng
these is a considerable increase in resources allocated to educati on and
scientific research and the devel opnent of I|iberal-denocratic institutions
securing a free exchange of ideas and free inquiry. The third broad goa
concerns the relation between the public and the private sectors and how it
shoul d evol ve over tinme given the specific conditions of the Palestinian
econony. This enphasizes the inportance of building the PA along the |ines
of “enbedded autonomy” inherent to “devel opnental” states which feature

aut onormous, wel |l -trained and conpetent managenent. ° The pursuit of this
approach to PAinstitution building will enable it to assume a guiding role in
various fields, while maintaining cooperation with, and initiative by, the
enterprise sector and civil society.
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Chapter 11
UNCTAD S TECHNI CAL ASSI STANCE TO THE PALESTI NI AN PEOPLE
29. Bui | di ng on the new opportunities created by the Israel-Pal estine

econom ¢ accords of 1994, the work of the UNCTAD secretariat on assistance

to the Pal estinian people has acquired a clear enphasis on operationa
activities. This reorientation ainms to provide concrete assistance with a
view to bolstering Pal estinian institutional devel opnent and hel ping to create
an enabling environment for the private sector, through a range of technica
cooperation nodalities. Follow ng endorsement by the PA of UNCTAD s
“Programme of Technical Cooperation Activities”, the secretariat was requested
to extend technical assistance in priority areas. Since 1995, UNCTAD
secretariat has fielded over 20 advisory missions in 12 project areas, and
prepared project proposals, which were all endorsed by the Mnistries of

the PA concerned. Table 2 provides an overvi ew of UNCTAD projects currently
under inplementation or envisaged. So far, the secretariat has been able to
secure 31 per cent of funds needed for technical assistance projects under

i npl enmentati on or proposed, a proportion that has decreased since |ast year as
new fundi ng has | agged behi nd new project proposals.

30. The UNCTAD mid-termrevi ew enphasi zed that activities relating to
assistance to the Pal estinian people now need to aimat having a direct
beneficial economc inpact. To mmintain the substantive basis for operationa
activities during the period under review, the secretariat had prepared two
studi es, published in 1998, on issues confronting the Pal estinian econony in
the interimperiod and beyond. ® By md-1999, the secretariat was providing
advi sory services and/or training in eight areas under section A, below
Activities are fully or partially funded through Regul ar Budget, UNDP, UNI TAR
and bilateral resources. Advisory services have been provided, project
proposal s prepared and new requests received in six other areas, under
section B, below, though the necessary funding has yet to be nobilized.

A. Operational activities comrenced

1. FEeasibility study for Nablus |Industrial Estate

31. Thi s project, which commenced in early 1998 through UNDP financing, was
| argely conmpleted by md-1999. The project involved the preparation by UNCTAD
of a conprehensive feasibility study for the planned Nablus Industrial Estate
(NIE), in close cooperation with the PA Mnistry of Industry and the

Pal estinian Industrial Estates and Free Zone Authority (PIEFZA). The study
devel oped a master plan for the N E which nmaxinm zed site devel opnent potentia
whil st mnimzing environnental inpact and providing for the needs of

i ndustries seeking acconmodati on for expansion, relocation or new business
devel opnent. After final revision by the PA and UNCTAD, the study was
presented in April 1999 to a group of 80 senior officials fromthe PA, PIEFZA,
| ocal municipalities, private-sector institutions, potential investors and
representatives of the donor community. Subsequently, UNCTAD was i nformed
that bilateral donors were considering financing part of the off-site

devel opnent costs of the NIE, while a private-sector devel oper consortiumis
being formed to finance on-site infrastructure and manage the Estate. PlIEFZA
has requested UNCTAD and the UNDP to continue to provide assistance in



PCBS, Pal estini an Centr al

Bureau of Statistics.

Table 2. UNCTAD technical assistance to the Pal estinian people: status at 1 August 1998
Project title Approximate PA counterpart | Appr oxi mat e Sour ces of I mpl enentation status
budget a/ ministry b/ expendi ture funds
1998/ 1999
al
1. Feasibility study for Nablus industrial $260,000 | Industry; PIEFZA $260,000 | UNDP Implementation complete end-1999
estate
2. Promoting subregional cooperation of PA $110,000 | Economy and $110,000 | UNDP Implementation complete end-1999
with Egypt and Jordan Trade
3. Training programme in international $70,000 | Economy and $25,000 | UNITAR Implementation complete end-1999; follow-up
commercial diplomacy Trade $23,000 | UNCTAD activities required into 2000
$22,000 | UNDP
4. Strengthening trade efficiency: $220,000 | Economy and $90,000 | Italy (MED2000) First phase complete end-1999; follow-up activities
Trade Point Palestine Ramallah Trade $30,000 | UNDP required into 2000
5. Guidelines for human resource $230,000 | Economy and $50,000 | UNDP Preliminary activities 1998; needs
development in trade: TRAINFORTRADE Trade assessment pending
6. Guidelines for sustainable development $35,000 | Economy and $35,000 | UNCTAD Expert and staff advisory services
of the Palestinian economy: EPS Trade 1998-1999
7. Investment promotion $10,000 | Economy and $10,000 | UNDP Participation of PA experts in regional
Trade; PIEFZA project
8. Strengthening technical and operational $260,000 | Finance $15,000 | UNCTAD Assessment and ASYCUDA presentation
capacities in customs administration late-1999
9. Strengthening capacities in debt $525,000 | Finance -1 - Project proposal ready - awaits funding 1999
monitoring and financial analysis
10. Managerial and institutional capacities $65,000 | Planning and -1 - PA to secure funding from donors 1999
for Gaza Port (Port Law/Port Cell) Inter. Coop.
11. Strengthening capacities of the $155,000 | Finance -1 - Advisory services requested late 1999
domestic insurance sector
12. Support of small- and medium-size - | Economy and -1 - Needs assessment mission planned late 1999
enterprise development (EMPRETEC) Trade; PIEFZA
13. Seminar on international procurement of $60,000 | Supply -1 - Project proposal ready: awaits funding
strategic food commodities
14. Statistical series on international $130,000 | PCBS -1 - Project proposal ready: awaits funding
trade
TOTAL: 14 projects $2,130,000 | seven $670,000 | four sources Eight projects commenced; six await funding
counterparts
al Budget and expenditure amounts are approxi mate (as sonme activities include adm nistrative
over heads and ot hers excl ude those costs).
b/ PA, Pal estinian Authority; PIEFZA, Palestinian Industrial Estates and Free Zone Authority;
EPS, econom ¢ permanent status; EMPRETEC, support of snall- and mediumsize enterprise devel opment;

GT obed
S /9% /9 AL
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preparing pronotional material to attract investors to NIE, organizing a
pronotional mssion in the region and establishing a PIlEFZA office in Nabl us.
Wthin existing resource limts, UNCTAD hopes to be able to respond favourably
to this request.

2. Promoting the cooperation of the PA with Eqypt and Jordan
in inproving subregional, trade-related services

32. This project is intended to build upon the achievenents of the peace
process since 1993 by consolidating and operationalizing the accords reached
anong the partners regardi ng custons procedures, transport coordination and
stream i ning trade-rel ated busi ness services and operations. The project was
approved for funding by UNDP, and project activities conmenced in |ate 1998.
The activities programred under this project were structured and inpl emented
along the foll owi ng sequence:

- Desi gnati on of three national governnental focal points;
- Recruitnment of a team of six national project consultants;

- Undertaking field research, drafting and revising six technica
reports;

- Conveni ng a workshop for experts from Egypt, Jordan and the PA;

- Organi zing a study tour of a group of experts to Egypt, Jordan and
the PA; and,

- Convening a tripartite governmental neeting to agree on follow up
deened necessary.

33. By m d-1999, all project activities, except for the |ast above, had been
conpl eted. The set of technical docunents prepared under this project was
made avail able to participants prior to the Wrkshop, and served as reference
material to guide its deliberations. They consist of four volunes, covering:
overvi ew, conclusions and reconmendati ons; custonms procedures, procedures and
clearing process; overland transport — regulations, formalities and
procedures; and, tel ecommunications and business information services. * The
proj ect workshop was convened in Ramallah, from 19-21 June 1999, and

40 Egypti an, Jordani an and Pal estinian experts participated actively in al
sessions of the Wrkshop. In addition, UNCTAD and UNDP staff nenbers
facilitated the deliberations, while representatives fromthe United Nations
Econom ¢ and Soci al Comr ssion for Western Asia (ESCWA), the United Nations
Speci al Coordinator in the Cccupied Territories (UNSCO and the Swi ss Trade
Initiative for the Mddle East and North Africa also contributed to the

di scussi ons.

34. The substantive di scussions of the Whrkshop were held in three sessions,
each focusing on one of the sectors investigated. Contributions by project
experts and participants enriched the discussions and hel ped to further focus
their outcome within forward-|ooking, relevant and feasible paraneters.

The final session of the Wirkshop was devoted to el aborating specific
recommendati ons for action by the partners to inprove trade-rel ated services
between them Participants di scussed proposal s under three headings: issues
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to be addressed at the policy level, issues to be addressed at the subregi ona
| evel and issues to be addressed at the national (PA) level. 1In addition, a

tripartite action plan was di scussed to ensure follow up action on
recomendati ons under the three headings. At the end of the Wrkshop, the
partici pants adopted its “Agreed Conclusions” for review and foll owup by the
three partners at a high-Ilevel governnental neeting between them to be
convened within the context of this project before the end of 1999.

35. The Workshop marked the first opportunity for the three partners to

di scuss technical issues affecting trade-rel ated services between them and
hel ped to define and prioritize a consensus on action to address these issues
t hrough regi onal cooperation. |In their Agreed Conclusions, the participants
agreed to separate treatnent of policy-related issues fromthe range of
pressing technical issues that needed to be addressed either at the
subregional or at national levels. This facilitates followup and reflects a
mat ure appreciation of each partner’s responsibilities and what may be
realistically achieved. |In particular, this technical groundwork could help
the three partners to agree on specific issues which can informtheir
constructive dialogue with Israel ained at finding feasible and nutually
acceptabl e solutions to the technical barriers that continue to hanper

Pal esti ni an external trade.

3. Training programme _in international comrercial diplomacy

36. Activities under this programe, whose costs are covered jointly by
UNCTAD, UNDP and the United Nations Institute for Training and Research
(UNITAR), aimto: increase the know edge of PA officials, the private sector
academ cs and the media of the operation of the nultilateral trading system
and expose themto the trade-policy options it offers; assist the PAin

devel oping a trade policy suited to the needs and circunstances of the region
and, develop training materials on comrercial diplonmacy, adapted to |oca

ci rcunst ances. Two sessions on the World Trade Organi zation (WO) and trade
in goods, and on trade in services and intellectual property issues were
successfully conducted, in Novenber 1998 and May 1999, respectively. A

Hi gh-Level Synposium was also held to brief PA senior officials.

37. Both the training sessions and the Synposiumfeatured a |lively exchange
of views, further devel opnment of the training materials for |ocal use and
concrete first steps towards creating a dynam c know edge base on these issues
within the PA public and private sectors. The PA has expressed its
appreciation for the launching of the Training Programre, which has
strengthened its negotiating capacities on the bilateral and nmultilatera

| evel, and stressed the need for UNCTAD to continue this progranme. A third
trai ning session planned on commercial negotiation strategies and techni ques
is intended for late 1999. Meanwhile, Palestine has participated actively in
brai nstorm ng nmeetings organi zed by UNCTAD in Geneva and in the region within
the context of the UNDP-funded regional project to assist Arab States and

the PAin integration into the nultilateral trading system The PA has
request ed sustai ned advi sory services from UNCTAD in this area.

4. Strengthening trade efficiency: Trade Point Pal estine Ramall ah

38. Foll owi ng start-up activities funded through a UNDP regi onal project in
late 1998, UNCTAD al |l ocated extrabudgetary contributions fromthe Governnent
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of Italy under the MED- 2000 programme to fund the initiation phase of
activities under this project in 1999. The Trade Point Pal estine Ranall ah
(TPPR) is envisaged as a partnership between Governnent and the private
sector, guided by a Steering Conmittee, constituted by all potentia

TPPR partners. TPPR is currently operative at the PA Mnistry of Econony and
Trade, with a viewto locating it at a private sector host once it is fully
oper at i onal

39. The main objective of TPPRwill be to coordinate the delivery of trade
support services to the Pal estinian business community and to encourage the
partici pati on of new conpani es and entrepreneurs, particularly small and

medi um enterprises, in regional and international trade. Accordingly, TPPR
wi |l pursue four strategies: a coordinating and referral role; a pronotiona
role; collection and di ssem nation of electronic trading opportunities; and,
cooperation and |inkages with Trade Points in neighbouring countries and
further afield. By the end of the first phase of this project, TPPR will have
been registered, its Website will have becone functional, its client base wll
have been expanded, a “Guide to trade-support services in Palestine” will have
been published, training will have been provided to TPPR staff in cooperation
with other Trade Points in the region and arrangenents for wi de and systematic
di ssem nation of electronic trading opportunities (ETGCs) will have been
established. If the full potential of this project is to be realized,
followup activities, training and extension of the Trade Point concept to
link Gaza will require fresh extrabudgetary support into 2000.

5. Guidelines for human resource devel opnent in trade: TRAI NFORTRADE

40. In 1997, UNCTAD was requested to provide technical assistance in the
priority area of human resource devel opnent for trade. Follow ng an advisory
m ssion, project activities proposed by the secretariat included preparation
of training materials, organizing training workshops, and advisory services to
strengthen local training capacities. Prelimnary activities were funded
through the UNDP regional project, under which Pal estinian trainers
participated in sem nars organi zed by UNCTAD in 1998 and 1999 for trainers and
course developers. In order to maintain the nomentum achieved in this area,
the PA have requested that UNCTAD supervise a teamof |ocal experts in a
trai ni ng needs assessnment exercise and in preparation of a training strategy
and programme. This would serve as the basis for subsequent resource
nmobi li zation efforts to devel op Palestinian training capacities in this area,
which is acquiring growi ng significance as the Pal estinian econony becones
nore open to international trade. UNCTAD hopes to respond favourably to this
request.

6. Guidelines for sustained devel opnent of the Pal estinian
econony: | srael -Pal estine econoni ¢ permanent status (EPS)

41. In response to a request in 1998 by the PA and UNSCO, UNCTAD s initi al
contribution in this area has pronpted the PA Mnistry of Economy and Trade to
call for followon assistance in the area of trade and econom c policy

advi sory services. In the context of preparations for econom c permanent
status negotiations with Israel and for integration into the nultilatera
tradi ng system the PA has requested that UNCTAD intensify its advisory

servi ces and channel appropriate expertise to the PA, especially in the areas
of trade policy devel opnent, nonetary issues, investnment and regiona
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cooperation, as well as economic nodelling. Wthin the limts of available
budgetary resources, the secretariat will do its utnost to respond positively
to PA needs. However, extrabudgetary support woul d be necessary to provide
the sustai ned and di verse advi sory services needed by the PA as it enters a
critical phase of econom c and trade negotiations in bilateral and

mul til ateral arenas.

7. | nvest nent pronotion

42. In the context of activities under the UNDP regi onal project executed by
UNCTAD, the PA has participated in regional sem nars and synposia on regi ona
and international investnment issues in 1998 and 1999. Currently, the PAis
consi dering nmenbership in the Wrld Associ ati on of Investnment Pronotion
Agencies, as it prepares to establish its own investnent pronotion authority.
Consultations with the PA on specific technical assistance needs in this area
are planned for later this year, in order to ensure that the PA may be exposed
to the full array of expertise at UNCTAD in this key area.

8. Strengthening technical and operational capacities in custons
adnm nistration

43. Since the advisory mssions undertaken by UNCTAD in 1996 and 1997 in
this area, a project proposal prepared by UNCTAD has remnai ned pendi ng.

Foll owi ng a request in May 1999 by the PA General Directorate for Custons and
I ndirect Taxation to assess the technical conpatibility of the ASYCUDA++
programme with the Pal estinian trade framework, new consultations were
initiated. A variety of technical assistance proposals are under
consideration by the Directorate, including a UNDP project for custons
training, nmenbership in the Wrld Custons Organi zation and bilateral technica
assi st ance.

44, Fol | owi ng consultations with PA and UNDP, it was agreed that UNCTAD
woul d prepare for a new advisory mssion by a custonms expert and UNCTAD st af f
to assess PA information technology requirenents in the area of custons
procedures and data and to give a denonstration of the ASYCUDA++ programme to
a group of PA customs and trade officials. The latter presentati on would

i nclude a session devoted to UNCTAD and UNDP proposals in the area of customns
adm nistration. This joint session, to be attended by senior PA officials and
representatives of the donor community, would aimto present a coherent set of
techni cal assistance activities identified by the PA and to attract the

i nterest of potential donors to UNCTAD and UNDP proposal s.

B. Proposed operational activities

45, Addi tional technical assistance needs identified through UNCTAD s
research and consultations with PA counterparts, continue to call for action
Speci fic needs have been identified in a range of areas in which UNCTAD has
al ready begun to act, or which remain unaddressed. The secretariat’s
institutional expertise and its conmtnent to provide concrete assistance in
this area are now well established. However, in a nunber of areas within its
conpet ence, UNCTAD has not been able to respond to all PA requests for

assi stance or to inplenent project proposals at advanced stages of design
UNCTAD s |imted recourse to regular and extrabudgetary resources has emerged



TD/ B/ 46/ 5
page 20

as the major inpedinment to intensified assistance to the Pal estinian people.
The foll owi ng paragraphs review those project areas in which the PA and UNCTAD
are ready to move swiftly once requisite resources are identified.

1. Capacity building in debt and financial nmanhagenent

46. Fol | owi ng a request by the PA and an UNCTAD advi sory mission in 1998,
the secretariat finalized, in close consultation with the PA Mnistry of

Fi nance, a project proposal to assist the PAin this key area of governance.
The proposal has four nmgjor components: establishing the institutiona
environnent for the PA Debt Ofice; computerizing the Debt O fice through
installation of the UNCTAD Debt Managenent and Fi nanci al Anal ysis System
(DMFAS 5.1); conpilation of DMFAS 5.1 in Arabic; and preparation of a study on
financing public investnment and optimal use of public debt instrunents.

47. Accordingly, the PAis currently seeking funding for this project from
bil ateral donors, in the hope that inplenentation may comence before the end
of 1999. The International Mnetary Fund (I M) has wel comed UNCTAD s
initiative in this area, which is considered vitally inmportant in order to
devel op the PA s debt-nmanagenent capacity, and has assured UNCTAD of its

readi ness to provide technical support, as may be needed, during the

i mpl enent ati on phase. The evident contribution of this project to pronoting

i nproved financial nmanagement and transparency is expected to encourage donors
and the PAto work towards its swift initiation

2. Managerial and institutional capacities for operation
of the Gaza Port

48. Si nce the UNCTAD advi sory mi ssion conducted in 1995, follow up
activities on this project were suspended, pending a final decision on
arrangenents for the construction and operation of Gaza Port. 1In the
meantime, technical and institutional studies for the Port have been conpl eted
by donor countries. In May 1999, the PA Mnistry of Planning and

I nternational Cooperation, on behalf of the Gaza Port Committee, requested
that UNCTAD renew its assistance in this area, with particular reference to
preparation of a Port Law. The PA has proposed to approach donors in order to
cover the costs of this task.

49. In response, the secretariat has proposed an UNCTAD Port M ssion to
Gaza, focusing on the PA request with regard to preparati on of Port
legislation. 1In light of the need for further study of sonme technical and
commerci al issues that stemfromthe econonic and technical studies prepared
by donors for this project, an additional proposal has been made. 1In the
|atter, the proposed M ssion would al so produce a follow up technica

assi stance project proposal to establish a Port Cell. This Cell could serve
as technical secretariat to the Gaza Port Conmittee and act as the nucl eus of
the future Port Authority. It would supervise planning, constructing and

commi ssioning the Port, and ensure adequate interlinkages between the | egal
engi neering, conmercial, environmental, security and other technical aspects
of the project. A decision on the final formof UNCTAD s involvenent in this
vital project, including downstream activities in the area of human resource
devel opnent (TRAINMAR), is pending further consultations with the PA.
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3. Strengthening capacities of the donestic insurance sector

50. UNCTAD advi sory services on this issue in 1996 and 1997 assisted the PA
Controller of Insurance in brokering the insurance law, the role of the
supervi sory authority and the effective operation of the notor accident
victinms' fund. A set of legal, institutional, managerial and procedura
nmeasures for foll ow up have been outlined, including developing the technica
capabilities of officials involved in the fornulation of insurance policy and
determ nation of premiuns and their allocation. A follow up advisory nission
originally programmed for late 1998, is pending as the PA develops its
strategy for work in this sector, which is facing an increasingly critica
situation owing to the undevel oped state of the insurance industry and
resulting difficulties in regulating the market.

4. Support of small and nediumsize enterprise devel opnent ( EMPRETEC)

51. Fol | owi ng UNCTAD s presentation of the Nablus Industrial Estate project
(see above), PIEFZA has expressed interest in the inplenentation of the
EMPRETEC programre, possibly in the context of a technol ogy devel opnent centre
to be established in the Khadoury (West Bank) Industrial Estate currently
bei ng pl anned by the PA. VWhile potential funding sources for this proposa
have yet to be identified, UNCTAD hopes to be able to respond favourably to
this request by fielding an EMPRETEC assessnent and progranm ng nmission to the
PA in the second half of 1999.

5. Semnar on international procurenent and trading of strategic
food combdities

52. UNCTAD s advi sory missions in 1995 and 1997 outlined a nunber of
measures for imediate action within the frane of a technical assistance
project, including a sem nar on food-comodity trading and comodity-supply
management. Fol l owi ng endorsenent of the project by the PA consultations on
this project have yet to secure funding. Nevertheless, the increasing
openness of Pal estinian markets to inmports frominternational commodity

mar kets renders even nore pertinent the skills and know edge to be

di ssem nated through this project.

6. Conmpilation of statistical series on Palestinian
international trade

53. Since the advisory mssions conducted by UNCTAD in 1996 and 1997, no
followup activities on this proposed project have been undertaken. However,
consul tations and informati on exchange with the Pal estinian Central Bureau of
Statistics have been mai ntai ned.

C. Resource nobilization, harnpni zati on and coordi nati on

54, The Medi um Term Plan for 1998-2001 calls for UNCTAD to take into account
the work done by other international organizations in order to enhance
synergies, avoid duplication and coordinate related activities. As already

i ndi cat ed, UNCTAD proposals for technical assistance to the Palestinian people
in a nunber of project areas remain pending owing to the constrai ned resource
base avail able for delivering pronpt, effective and conprehensi ve assi stance
in response to outstanding priority requests by the PA. Wile efforts by the
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secretariat and the PA continue in this respect, the wi de range of needs and
conpetition anong agencies for limted resources available frombilateral and
mul til ateral donors has placed UNCTAD s proposals at a di sadvantage. This may
be ascribed in part to limtations in arrangements for inter-agency

coordi nati on and agency-donor-beneficiary |iaison, but the | ack of an UNCTAD
field presence has also constrained its interaction with donors and agenci es.
VWhile UNCTAD s profile in the field has been raised through project activities
conmenced in 1998 and 1999, and contacts with other involved agenci es have
intensified, this has not yet inproved access to funding. This highlights the
need for nore vigorous support for the secretariat’s technical assistance
proposal s by donors and States memnbers of UNCTAD.

55. As called for in the Medium Term Pl an, UNCTAD s activities in this area
are closely coordinated with rel evant international organizations. 1In a
nunber of project areas, funding and inplenentation arrangenents for UNCTAD
projects are provided by UNDP, through its Regional Bureau for Arab States
(RBAS) and its Progranmme of Assistance to the Pal estinian People (PAPP), in an
i ncreasi ngly cooperative approach to work in areas of commpn concern
Simlarly, UNCTAD benefits froma regul ar exchange of information with the
UNSCO and participates in inter-agency neetings and related activities. The
secretariat has also intensified cooperation and exchange of information with
ot her agenci es, especially ESCWA, UN TAR, the World Bank, the I M and

non- gover nnent al organi zations involved in extending assistance to the

Pal esti nian people. However, as noted in the md-termreview inter-agency
coordination still needs to be inproved and a greater field presence
consi der ed.

56. Secretariat activities concerning assistance to the Pal estini an people
are supported by the different substantive divisions of the secretariat and
are coordinated at the Division on dobalization and Devel opment Strategies
(DGEDS). The 1998-1999 bi enni um progranme budget envi saged allocation of a
total of 48 professional work/nonths in DGDS to this backstopping role, in
addition to the work nont hs nade avail able for project activities by staff

of the divisions concerned. Furthernore, the General Assenbly, in

resol ution 52/220 of 22 Decenber 1997, decided that this work progranmme woul d
continue to be carried out by a special coordinator and another staff nenber.
Owi ng to budgetary and staffing constraints during the period under review,
only half of the progranmed professional work/nonths were actually avail able
this biennium However, it becanme possible recently to identify a vacant post
for recruitment of the Coordinator, expected by the end of the year. 1In
addition, in response to a request by the UNCTAD secretariat, the Governnent
of the Netherlands has decided to fund an associ ate expert post in this
programme area to assist the secretariat in developing its capacity to respond
to the PA's diverse technical assistance needs. These supplenental staff
resources should permt the secretariat to sustain and deepen its advisory and
training role in assistance to the Pal estinian people in the com ng biennium

D. Future activities under the secretariat’s 2000-2001 work programe

57. Activities envisaged under the proposed UNCTAD Programe Budget for the
bi enni um 2000- 2001 further devel op the major tracks al ready established for
UNCTAD s work on assistance to the Pal estinian people. Two annual reports on
UNCTAD s assi stance to the Pal estinian people will be prepared for the

consi deration of the Trade and Devel opnent Board, reflecting the research and
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operational activities conducted by the secretariat. This will include:

(a) completing the assessment conmenced this year on Pal estinian trade,

i nvestment and related services in the interimperiod, with special focus on
their integration into the new gl obal econony and future directions for

nati onal policy and regi onal cooperation; (b) updating and further devel oping
the secretariat’s quantitative framework for anal ysing growth prospects of the
Pal esti nian econony and its installation with PA econom c programm ng and
forecasting institutions; (c) advisory services at the request of the PAto
enhance public- and private-sector institutional and nmanagerial capacities in
the areas of Palestinian international trade and rel ated services and private
i nvestment and related services; (d) group training on the Pal estinian econony
and the nmultilateral trading system and regional cooperation in support of

Pal esti nian i nvestnment and trade; and (e) formulation of field projects to
pronote Pal estinian regi onal cooperation in trade and enterprise devel opnent.
In inmplenenting its work programme, close consultations will be maintained
with Pal estine, and increased harnoni zati on and coordination will be sought
with other international agencies in the field.

E. | npact and eval uati on

58. Since UNCTAD | X, the new focus on technical cooperation activities has
provi ded a rel evant response to the enmergi ng needs of the PA in key areas of
UNCTAD s conpetence. Further consolidation of UNCTAD s capacities will be
sought within the context of a series of projects executed in close
cooperation with other agencies and with the PA beneficiaries, to enhance
synergies. This is expected to culmnate in the provision of tangible
techni cal support to the PA at a crucial stage of reconstruction and

devel opnent. In assisting the PA to develop institutional and nmanageria
capacities essential to sound policy-making, UNCTAD s assistance to the

Pal esti ni an people al so helps to enable Palestine to energe as a distinct
actor in the regional and gl obal econom c arenas. Accordingly, UNCTAD s

assi stance helps to pave the way for integrating the Pal estinian econony into
the regi onal and gl obal econony. The inpact of technical cooperation
activities remains to be systematically assessed, as no single project has yet
been conpl eted, while others commence. Nevertheless, the secretariat is
conducting a limted eval uation exercise drawing on feedback from PA
beneficiaries, the results of which will be presented infornmally to the Board
during deliberations on this item

59. Nevert hel ess, a nunber of factors can be cited to attest to the

rel evance of, and demand for, UNCTAD s technical assistance: the nunber of
requests for advisory services, actual m ssions undertaken, the subsequent
foll ow-up by UNCTAD and the PA to nobilize project resources and the cl ose
cooperation in this regard. The extrabudgetary fundi ng al ready approved by
different sources for projects to be inplemented during 1998-1999 al so attests
to the value of this programre. Press coverage, reader interest and citation
by various sources of UNCTAD s | ast two studies on the subject provide further
i ndi cation of the inpact of UNCTAD s work on the Pal estinian econony. For
exanple, the first of these studies was reported in articles in two

Ar abi c-1 anguage newspapers (London and Ramal | ah) and a prom nent internationa
financi al newspaper (London), interviews with three international radio
stations (Geneva and Washi ngton) and a dispatch by one international news
agency (London), as well as serving as a reference for information on the

Pal estinian trade sector in a widely read econonic intelligence publication.
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Thi s medi a coverage hel ped to generate requests for copies of the docunent
from academ c and policy-analysis institutions, international devel opnent
agencies and Mnistries of the PA. The second UNCTAD study, published

in 1998, generated fresh reader interest, especially among PA officials and
negoti ators, who relied on the study in developing their position in the
context of the first phase of the EPS project referred to above. Experience
has shown that UNCTAD press rel eases and notes to correspondents are necessary
in order to generate w der and nmore specialist appreciation of UNCTAD s work
than is possible when only traditional docunent distribution channels are
relied upon.

60. As for shortcom ngs that still need to be addressed, difficult
circunstances at the field |l evel have constituted a major cause of

i nterruptions, delays or otherw se hindering the snmooth inplenentation of
techni cal cooperation activities. The uncertain security and politica
situation since 1996, coupled with the |ack of a regular presence in the
field, has rendered communi cations with project partners, contacts with donors
and followup with other agencies somewhat cunbersone. |Inter-agency

coordi nati on arrangenents are overburdened by the diversity of agencies
calling upon their services, and organi zati ons not based in the Pal estinian
territory are less able to benefit fromfield coordi nati on nmechani sns.

61. The impact of research and policy recomendati ons on actua
policy-making is nore difficult to gauge under the general politica
circunstances affecting this issue. However, to the extent that the PA has
endorsed UNCTAD s proposals for technical cooperation activities emanating
fromthe findings of research and analysis, the capacity for UNCTAD s projects
to effect changes in the policy and institutional framework is clearly
recogni zed by their prine beneficiary. Though increasingly “demand-driven”
this work-progranme al so responds to the interests and concerns of UNCTAD s
broader constituency, through regular contacts and di al ogue, as well as
through formal review over the bienniumthrough exam nation by the Trade and
Devel opnment Board of UNCTAD s assi stance to the Pal estinian people.

Not es

1. UNCTAD. Report on UNCTAD s assistance to the Pal estinian people: progress
report, October 1997-Septenber 1998. TD/ B/ 45/ CRP/ 1. Geneva, 9 Cctober 1998

2.1n accordance with the relevant General Assenbly resolutions and deci sions,
nmost recently a CGeneral Assenbly decision on assistance to the Pal estinian
peopl e adopted at its 8lst plenary session on 7 Decenmber 1998 (A/53/L.65),
references in this report to the Gaza Strip and the West Bank, including east
Jerusalem pertain to the “occupied Palestinian territory”. For purposes of
brevity, the ternms “the Palestinian territory” or “the territory” are also
used as appropriate.

3.1 ssued under document synbol UNCTAD/ ECDC/ SEU/ 11, Geneva, 27 Decenber 1995.
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4. Popul ation and | abour force data and GDP/ GNP estimates for 1997 and 1998 are
presented in United Nations Special Coordinator in the Cccupied Territories.
UNSCO Report, Gaza, UNSCO, Spring 1999.

5.Data for the period 1990-1993 are cal cul ated from Hal bach, A . J. New
Potentials for cooperation and trade in the Mddle East. Miunchen, Weltforum
Verl ag, 1995. Data for the period 1994-1996 are calculated fromthe officia
website of the Pal estinian Central Bureau of Statistics (PCBS).

6. According to the PCBS, 71 and 69 per cent of total exports in 1996 and 1997,
respectively, were “national exports”, with the balance mainly classified as
re-exports.

7. The full assessment, prepared with the assistance of an UNCTAD consul t ant,
will be published later in 1999.

8. The nost recent treatment of these issues may be found in UNCTAD. The
Pal esti ni an econony and prospects for regional cooperation. UNCTAD/ GDS/ SEU 2.
Geneva, 1 July 1998.

9. For the background to these concepts, see Evans, P., Enbedded Autonony,
Princeton, N. J., Princeton University Press, 1995.

10. UNCTAD. Pal estinian nmerchandise trade in the 1990s: opportunities and
chal | enges. UNCTAD/ GDS/ SEU/ 1. Ceneva, 23 January 1998; UNCTAD. *“The

Pal esti nian econony ...", op. cCit.

11. They are intended for publication in |late 1999.



