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Pr ef ace

1. In accordance with UNCTAD s nmandate for work on the econony of the
occupied Palestinian territory, 1/ as envisaged in the secretariat’s 1996-1997
wor k programme and as requested by the Trade and Devel opnent Board at its
fourteenth executive session, this report has been prepared covering UNCTAD s
assistance to the Pal estinian people during the period July 1995 - June 1997.
The content and orientation of the secretariat’s work programe on this

subj ect has devel oped since its inception in 1985, in tune with the changi ng
situation and needs of the Pal estinian people. The achievements of the

M ddl e East peace process since 1993 prom sed new opportunities for the
revival and devel opment of the Pal estinian econony. This coincided with the
conpl etion of the UNCTAD secretariat’s intersectoral research project,
initiated in 1990, on prospects for sustained devel opnment of the Pal estinian
econony in the West Bank and Gaza Strip. The findings of the project have
been published in reports and studies since 1993, providing policy
recommendati ons and proposals for action by the Pal estinian Authority and

ot hers concerned. The project laid the basis for the el aboration of a
programe of technical cooperation activities in support of Pal estinian trade,
finance and rel ated services.

2. The growi ng focus of UNCTAD s assistance to the Pal estinian people

t hrough technical cooperation activities is both a natural outcone of its
anal ytical work since 1985 and its response to the urgent requests of the

Pal estinian Authority (PA). Wile the relevance and inpact of the
secretariat’s technical cooperation activities are enhanced by its analytica
capacities, the actual progress of technical assistance activities is subject
to the influence of different factors. These include political and security
uncertainty, the pace of Palestinian efforts at reconstructi on, devel opnent
and institution-building, as well as resource availabilities affecting the
extent of such activities. In order to place UNCTAD s assi stance in an
appropriate context, this report briefly exam nes recent devel opnents in the
Pal esti ni an econony, including the Palestinian external trade sector. This
provi des the basis for a detailed account of progress in the work under way on
techni cal cooperation activities carried out by the secretariat since 1995 at
the request of the PA and drawi ng upon UNCTAD s specific areas of expertise.

Part |
RECENT DEVELOPMENTS I N THE PALESTI NI AN ECONOWY, 1995-1997

A. The policy environnent affecting the Pal estinian econony

3. Two powerful, yet opposing, factors have influenced the overall policy
envi ronnent underlying the recent performance and i mredi ate prospects for the
revival of the Pal estinian econony in the West Bank and Gaza Strip. On the
one hand, |srael-Pal estine econonic accords since 1993, in particular the

Prot ocol on Economnmic Rel ations, set the scene for a significant transformation
in relations between the two parties and in the policy environment affecting
Pal estinian econonmic activity in several key spheres. 2/ On the other hand,
the parties have yet to resolve a range of outstanding issues, falling mainly
outsi de the econom ¢ domei n, agai nst a backdrop since 1996 of viol ence and
strict security neasures. The Pal estinian econony, weakened by prol onged
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negl i gence and isolation, is thus increasingly dependent on the changing
fortunes of the peace process, exhibiting accelerating entrepreneuria
activity and growi ng investor confidence in times of progress, and suffering
fromcontraction in business activity and income |oss in periods of stal emate.

4. The vulnerability of the Pal estinian econonmy to the interaction of such
factors has been conpounded by a range of inherent weaknesses coupled with the
absence of an adequate regulatory and institutional franmework at the public
and private sector levels. Sone progress has been nade by the Pal estinian
Aut hority (PA) since 1995 with regard to drafting essential |egal instrunents
governi ng econom c activity in areas such as private investnment, enterprise
activity, banking, public finance, industrial zones, standards and safety,
civil service and intell ectual property. However, nost are not yet formally
adopted and procedures and institutions to ensure their application are yet to

be established. The pace and orientation of institution-building in the

public sector alone has been subject to the influence of a variety of factors
which reflect the difficulties of isolating the devel opnment of effective

PA institutions fromthe realities inposed by political exigencies, economc
pressures and human resource |imtations. The energing private sector has on

the other hand exhibited resilience and capacity to adapt to a still-uncertain
policy environnment. This has involved intensified cooperation with

PA institutions to establish the basis for a liberal, nodern and efficient

Pal esti ni an econony, capable of neeting the chall enges ahead.

5. Notwi thstanding t he efforts made, repeated closures of the Pal estinian
territory since 1996 signify the interplay of forces pronoting or inhibiting
economic activities. A promnent exanple is the sensitive investnment climate,
whi ch had begun to stabilize in 1995 followi ng the adoption of a Law for the
Pronmoti on of Investment, the consolidation of the |ocal banking system and
related regulatory and institutional devel opnents. 3/ Events on the ground
since 1996 have pronpted caution on the part of investors and financia
institutions, that remain in need of sustained political, I|egal and
institutional stability. Nevertheless, noves such as the opening of the

Pal estinian Securities Exchange in early 1997 continue to indicate the

comm tnent of the private sector to develop in cooperation with the PA the

full range of institutions and instrunents required for vibrant and efficient
financial internediation and enterprise devel opnent.

6. Despite the opportunities offered by post-1993 trade accords w th Egypt,
I srael, Jordan and ot her partners, prolonged obstacles and conpl ex procedures
affecting the novenent of goods have highlighted the weaknesses in the
orientation of the external trade reginme, calling for the strict application
or re-negotiation of accords with trading partners. 4/ In particular, aspects
of the Israel-Palestine accords covering novenent of |abour, trade and custons
and other duties are considered to require serious scrutiny by both sides as
they nove to reinvigorate economc relations in the comng period. Wile
current preoccupations enbrace the interrelated issues of trade policy and
practices, options facing the PAwith regard to the former continue to be

dom nated by the day-to-day realities inposed by the latter. 1In the

i medi ate, it appears that nore progress can be nade in inproving the
application of existing accords governing the econony than in revising the
terms of the accord for the interimperiod due to end in 1999. Meanwhil e,
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in the context of preparations for final status negotiations with Israel, the
future of Pal estinian econonic strategies, policies and relations is a subject
of growing interest to decision nmakers in the public and private sectors. 5/

7. The reconvening of the Israeli-Palestinian Joint Economc Committee
since late 1996 reflects a clear recognition by the parties of the need to
deal with outstanding issues that hanper progress in the interimperiod.

A nunber of neasures have been since instituted, including enhanced border
facilities for novenent of nerchandise trade with/through Israel and with
Jordan and Egypt, addition of newitenms to and quantities of Pal estinian

i mports from abroad, 6/ and inproved arrangenents for travel of Palestinian
busi nessnen to Israel. Meanwhile, the economc and trade accords of 1994

bet ween Pal estine, Egypt and Jordan have hel ped to lay the basis for inproved
financial and trade flows and enhanced econom c cooperation with these

partners. Recent initiatives in the context of a plan by the League of Arab
States to facilitate and invigorate inter-Arab trade and to establish an Arab
Free Trade Area carry a particular inportance for the future of Palestinian
econony, including trade expansion

8. The gradual energence of a distinct Palestinian economy is further
strengthened by the signing of an Interim Agreenent on Trade and Cooperation
bet ween t he European Union and the Pal estinian Authority in early 1997, and
bil ateral econom c and trade negotiations with a nunber of energing trading
partners. These include Canada, European Free Trade Associ ation, the
Russi an Federation, and the United States of Anerica. The internationa

di mensi on of the Pal estinian devel opnent effort is also exhibited in the
high profile nultilateral aid programre adninistered by the Wrld Bank

in coordination with the United Nations, and in close consultation with

the Palestinian Authority. O a total of $3,439 million pledged by the

i nternational comunity for 1994-1998 to assist the Pal estinian reconstruction
and devel opnent effort, $2,799 nillion had been committed and $1,514 mllion
di sbursed by 1997: a disbursenent rate equal to 44 per cent of pledges. 7/

B. Aggregate econom c perfornmance

9. Si nce 1993, several sources have issued statistical series on the

Pal esti ni an econony based on di fferent methodol ogi es and assunptions. 8/
Owi ng to divergences in nethodol ogies and estimtes by different sources, it
appears useful to draw upon the range of available estimates in attenpting to
identify common el ements of an assessnent of the Pal estinian econony. 9/ In
the period 1995-1997, aggregate econom c indicators exhibited trends
consistent with those prevailing in previous years, with an overall adverse

i npact on standards of living. The high exposure and vul nerability of the
econony to external shocks continue to reveal nmmjor structural weaknesses.
These include weak donestic enploynment capacity, uneven sectoral growth, weak
intersectoral articulation, severe marketing bottlenecks, poorly coordi nated
and fragnented new i nvestnments in both public and private ventures and
structural inbalances anong macroeconom ¢ aggregates. These features becone
nmore critical when viewed agai nst stagnation in incone and grow ng poverty
among margi nal i zed segnents of the popul ation. Human resource devel opnent and
growi ng unenpl oynment since 1992 have posed critical challenges for the
performance of the econony, with inportant political, social and economc

ram fications. Quarterly unenploynment rates in 1996 ranged from 29 per cent
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in periods of strict closure to 19 per cent during periods when Pal estinian
wor kers were able to reach jobs in Israel. 10/ Only since late 1996 has a
gradual reduction of critical rates of unenpl oynent been possible, through
short-term enpl oynent generation alternatives including relief-work
programes, and further relaxation of closure neasures in 1997.

10. Pal esti nian gross donestic product (GDP) in 1996 is estinmated at
$3.4-$3.9 billion, by different sources. The sectoral structure of the
econony has remai ned essentially the sanme since 1992, with transport, trade
and private services accounting for the largest share of GDP. Notwi thstanding
new i nvestmments since 1993 and i nprovenents in the institutional and

regul atory framework, no clear positive inmpact is noted on such structura
aspects as the size and share of the industrial sector, agricultura
diversification or energence of new producer services. While positive growth
rates of real GDP of over 7 per cent annually are noted in nobst years since
1992 (generated in construction, agriculture and public services), G oss
Nat i onal Product (GNP), has stagnated owing to a contraction in |abour incomne
fromlsrael since 1992. GNP is estimated at $4.1-$4.4 billion in 1996. The
decline in the scale and significance of such income has not been matched by
adequate external transfers and their deploynment into enployment and out put
generating investments. Wiile restructuring and reinvigorating donmestic
output are essential to sustained growth and | ong-term devel opnent, externa

i ncome and investnent are needed to ensure rapid recovery and lay the
foundati on for sustained growth. The need for pronoting donestic and foreign
private investnment and inproving its allocation thus remins a top priority
for donestic policy nakers and for international assistance in this regard.

11. The | ow export ratio, of 10 to 15 per cent of GDP, is well bel ow
pre-1988 levels of 25 to 35 per cent. A large deficit in trade of around

45 per cent of CGDP in 1996 reflects a precarious external paynments position
whi ch exerts a considerabl e burden on the nmeager resources of the econony.
The decline in factor income from abroad, coupled with high and grow ng
private and public consunption in recent years, has thus restrained donmestic
savings. Investnent |levels since 1993 have yet to surpass those of preceding
years: investnment in 1996 is estinmated at $600-$1,000 mllion (equivalent to
15-30 per cent of CGDP). Intensive investnment in private residentia
construction still accounts for the bulk of investnment despite a grow ng share
of public investment in infrastructures, financed largely through officia
transfers since 1994.

12. According to sone cal cul ations, |osses sustained in incone in 1996 as

a result of the closure and rel ated neasures are estimted at around

$600 mllion, a magnitude which is |lower than estinmates by other sources. 11/
This is equivalent to sone 20 per cent of CGDP and 15 per cent of GNP in 1995,
and to over 70 per cent of private investnment in 1996. However, by nost
accounts, the real decline in GNP in 1996 was between 3 and 6 per cent (and
even higher on a per capita basis), rates which inply that factors such as CDP
recovery in late 1996 helped to mtigate income |osses. 12/ Geater stability
in the policy environnent in 1997 could allow the recouping of 1996 | osses
from both donmestic and external sources. Thus the need for vigorous attention
to devel oping the regulatory and institutional framework governing the econony
and the nobilization of financial resources. Prolonged econonm ¢ hardship and
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uncertainty would at best reduce public confidence in the “peace dividend”
and at worst produce econom c stagnation and deprivation that could underm ne
t he peace process.

C. Palestinian nerchandi se trade: recent
performance and i nmedi ate prospects

13. As noted above, neasures ained at influencing the performance of the

Pal esti ni an econony since 1993 have not reversed a long-termdecline in the
export sector, nor counterbal anced a sustained growth in inmports. Underlying
these trends are a range of infrastructural, institutional and procedura

i mpedi ments to free access to export markets, as against an open and |largely
uncontrol |l ed exposure to inports from one predom nant trading partner. This
process, which began to unfold in the early 1980s, has created a growi ng trade
deficit which highlights the challenges of devel opi ng export capacities.

14. This may be nost graphically illustrated by conparison of estinated
data for 1996 with figures for 1981, the year in which Pal estinian export
performance was at its strongest am dst steady econom c growth (see

table 1). 13/ Total nerchandi se exports in 1996 are estinated at

$265 mllion, down from$400 mllion in 1981. Qut of a total value of trade
in 1996 of alnobst $2,000 million, exports represented only 13 per cent, down
from36 per cent in 1981. Since 1981, inports nore than doubled, from $748 to
$1,725 mllion while the nerchandise trade deficit grew al nost five-fold,
from$350 mllion to alnbst $1,500 million. This translates into a

mer chandi se trade deficit whose proportions grew from 35 per cent of GDP in
1981, to around 45 per cent by 1996. \When trade in non-factor services is
exam ned, the position of the Pal estinian econony appears even nore

precari ous, owing to the greater proportion of inports of non-factor services
as conpared to exports

Table 1: West Bank and Gaza Strip nerchandise trade, 1992-1996
(in current mllion US dollars)

1992 1993 1994 1995 1996
Mer chandi se exports total 292 234 243 326 266
- to Israel 249 178 205 306 235
- to rest of world 43 56 38 20 31
Mer chandi se i nports total 1 260 1173 1 075 1 690 1 725
- fromlsrael 1 106 1 015 920 1 520 1 550
- fromrest of world 154 158 155 170 175
Mer chandi se bal ance tot al - 968 - 938 -832 | -1 364 | -1 459
- with Israel - 857 - 837 -715 | -1 214 -1 315
- with rest of world -111 -101 -117 - 150 - 144

Source: UNCTAD secretariat estinmates (see note 13).
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15. Anot her feature of the deteriorated Palestinian external trade sector is
the al nobst total concentration of trade with one partner. Whereas trade with
Israel in 1981 accounted for 85 per cent of total Palestinian inports and
exports, that proportion now stands at around 90 per cent. VWhile in 1981 a
total of $111 mllion, or 28 per cent, of exports were destined for Jordanian
other Arab and international markets, by 1996 these markets absorbed

$31 million, or only 12 per cent, of Palestinian exports. Thus, froma
position of a small trade surplus ($33 million) with markets other than |srae
in 1981, the Pal estinian econony today has a $144 million trade deficit with
the rest of the world, and a $1,315 mllion deficit with |srael

16. Success in redressing the chronic Pal estinian trade inbal ance, and
gearing the econony towards a viable external paynents position, is a crucia
task of the reconstruction effort now under way. Sustainable growth and
devel opnent of the econony cannot be achieved unless it undergoes a
transformation in which the export of goods is increasingly substituted for
the export of |abour as a source of foreign exchange. The merchandi se trade
sector has to play a pivotal role of freeing the econony fromunreliable
sources of income. Owing to the interplay between changes in trade patterns
and those in domestic output, the revival and reorientation of Pal estinian
external trade is contingent upon inprovenent in three areas: capacity,
conpetitiveness, and accessibility. Revitalizing the trade sector involves
policies to increase the capacity for production, renpve distortions in the
cost-price structure, re-establish entry into neighbouring markets and gain
access to new ones. These form dable tasks cannot be conpleted during the
remai ning years of the interimperiod which are insufficient to effect such a
conprehensive transformati on of production and trade. O course, the current
policy framework does have positive elenments which allow Pal estinian trade to
beconme nore vibrant and gradually assunme the role of a growth generating
sector. For the nonment at |east, conditions nust be created to exploit these
to the full.

17. Rebui | di ng the physical infrastructure is crucial to creating the
supportive system w thout which trade activities are destined to be limted.
O high priority is the transportation and conmmuni cati on systenms and genera
marketing facilities. Specialized export institutions for agricultural and

i ndustrial products are urgently needed to provide information, technica
expertise and gui dance to producers, especially small businesses. Technica
problems related to quality control and standards, grading, storage, packing,
etc. need attention so as to upgrade Pal estinian products to internationa
standards. Custons and related trade procedures require streamining and
sinplification to enhance trade efficiency and to reap the potential benefits
of trade accords. These are all priority areas for domestic reform and

i nternational assistance, especially technical cooperation

18. The other major task during the interimperiod is to re-establish trade
with the markets of nei ghbouring countries. Here also, the PA and the trading
comunity need assistance in policy devel opnent and inplenentation, increased
exposure to new international trading nodalities and busi ness practices, and
systenmati c devel opment of human resources for enhanced trade operations. By
granting the PA the right to set its own tariffs on a list of goods inported
from Egypt and Jordan, the Protocol has set the scene for the acquisition of
reci procal preferential treatnment for sone Pal estinian exports to those
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mar kets. The Protocol also renpved direct quotas and nmost non-tariff barriers
to the Israeli market, with the exception of certain inportant agricultura
exports until 1998. This opening of neighbouring markets ought to be
diligently exploited, as the first step towards the reintegration of the

Pal esti ni an econony into the region, coupled with equally vigorous efforts to
expl oit new markets that have accorded preferential treatnent to Pal estinian
exports. In light of these considerations, the Pal estinian econony needs to
adopt an increasingly outward export-oriented strategy and to diversify the
conposition and direction of trade. Hence, there is a special interest in
inmproving its opportunities for integration within the regional and gl oba
econony, while carefully considering the costs that would ensue fromincreased
econonmic policy liberalization and harnonization with the energent
international trade system 14/

Part 11
RECENT ORI ENTATI ONS | N UNCTAD S ASSI STANCE TO THE PALESTI NI AN PEOPLE

A.  UNCTAD s programe of technical cooperation activities

19. Paral l el with devel opnents in the Palestinian territory since 1993 and
the establishnment of the Pal estinian Authority (PA) in 1994, the work of the
secretariat on the Pal estinian econony has evolved, with an increasing
enphasis on operational activities. The aimof this reorientation has been to
assi st the nascent PA and the private sector through a range of technica
cooperation activities in key problem areas affecting trade, finance and

rel ated services, as outlined in Part |I. Thorough consultations were held
with the PA ainmed at identifying priority areas where UNCTAD coul d provide
assi stance. Accordingly, a conprehensive Programme of Technical Cooperation
Activities of a nodular nature was devel oped, guided by the findings of
UNCTAD s intersectoral research project on prospects for sustained devel opnment
of the Pal estinian econony. 15/ Following its endorsenent of the Progranme,
the PA requested UNCTAD in 1995 to extend technical assistance in specific
priority areas.

20. In response, the secretariat i mediately prepared for the fielding of
advisory mssions to assess the nature and extent of assistance required.
Parallel with this, and in a nove to coordinate efforts with other

organi zations, the secretariat established contacts with the United Nations
Speci al Coordinator in the Cccupied Territories (UNSCO, bringing to his
attention the Programre and areas in which the secretariat had commenced work
At the same tinme, action was al so taken towards the nobilization of resources
for the inplenentation of the Programme. Accordingly, the Programre al ong
wWith its cost estimates was presented by UNCTAD in 1995 to over

50 nultilateral and bilateral potential sources of funding, including nost
menbers of the Consultative Goup (CG of Donors forned follow ng the signing
of the Declaration of Principles in 1993.

21. Based on the findings of the m ssions undertaken by UNCTAD i n response
to the requests of the PA (see below), the secretariat prepared sumary

proj ect proposals, including their tentative costing, which were submitted to
the concerned PA Mnistries/Departments and to UNSCO at its request. These
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proposal s have been endorsed by the concerned Mnistries of the PA and
submitted in July 1997 to UNSCO and the PA for inclusion in the “Palestinian
Devel opnent Pl an, 1998-2000 (PDP)” to be presented by the PA to the
forthcom ng neeting of the CG for which the Wrld Bank serves as a
secretariat and at which the United Nations is represented by UNSCO. It is
hoped that enhanced coordination arrangenents in 1997 will result in an

i nproved representation of the United Nations organi zations in projects
approved for funding by the CG

22. As the experience of UNCTAD shows, the process of matching priority
projects with donor commtnents and preferences has been slow to devel op and
i ndi vi dual organizations of the United Nations have not been able to nmaintain
as direct a dialogue with the donor conmunity on this subject as on other

i ssues. The CG nmechani sm appears to have its nerit as far as the donors and
the PA are concerned, that of ensuring a broadly harnoni zed approach to the
all ocation of resources fromthe pledges made. Meanwhile, since 1993 the
agencies of the United Nations system have been call ed upon by the

General Assenbly to intensify their assistance to the Pal estinian people in
their respective areas of conpetence. 16/ Since the assistance required
cannot be fully nmet through the regul ar budgets of these organizations, an

i ncreasingly participatory approach to technical cooperation in close
partnership with the PA and the donor community is needed to enabl e the
organi zations of the United Nations to respond positively to General Assenbly
resolutions and the requests of the PAin priority areas.

B. Technical cooperation activities undertaken
during the period 1995-1997

23. At the request of the PA and within the Iimts of avail able resources,
the secretariat has fielded a nunmber of advisory missions to the Palestinian
territory since 1995. The main aimof these nmissions was to assess and advi se
on i mredi ate needs, discuss the extent of further assistance required and

el aborate foll owup action in each area. Ten priority areas identified by the
Pal estinian Authority and falling under two of the six priority sectors of the
United Nations were covered:

1. Private sector devel opnent
(a) Export processing zones/industrial estates

24. Upon the request of the PA, a mission was fielded in 1995 to investigate
the possibilities of establishing export processing zones/industrial estates
along with their legal framework, institutional infrastructures and
operational procedures. Based on the findings of the m ssion, detailed
proposal s were nade, covering industrial estates, private investment |aws and
regul ations and related institutional aspects. Subsequently, an inter-agency
mssion to the Palestinian territory, undertaken in 1996 regardi ng an

i ndustrial estates programme, entrusted UNCTAD with the task of:

(i) devel oping a project proposal for the establishment of an industria
estate in Nablus, the West Bank; and, (ii) exam ning the requirenments of an
“enabling framework” for establishing industrial estates, including the
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finalization of the Law for the Encouragenment of Private Investnment. As a
first step, a project proposal for the feasibility study of an industria
estate in Nablus was prepared by UNCTAD. The project is ained at devel opi ng
expertise and consensus on policy and regulatory options, as well as creating
the infrastructural, institutional and nanagerial capacities needed for the
establ i shnment and operation of the industrial estate. As such, it is designed
to serve as a nodel for the devel opnent of further industrial/export
processing zones in other parts of the West Bank and Gaza Strip. The first
phase of the project is currently under inplenmentation through UNDP financing,
in close consultation with the PA Mnistry of Industry.

(b) I nternational procurenent of strategic food commdities

25. In response to a PA request, UNCTAD fielded a mssion to the Pal estinian
territory in 1995 to assist the PA in designing a mechanismfor internationa
procurenent of strategic food commpdities. Follow ng thorough consultations
with relevant organi zations of the PA and representatives of the private
sector, the mssion was able to: identify conmodities to be covered under the
procurenment schenme and assess the magnitude of their current and future supply
and dermand situation; ascertain the extent of procuring such conmodities
through imports, including their quantities price structures, transport,
tariffs and other charges applicabl e; design an appropriate nechanism and,

i dentify sources of financing such procurenents. The m ssion also outlined a
nunber of measures for immediate action within the frane of a technica

assi stance project, including a senminar on commdity trading and comodity
supply managenent. Foll owi ng endorsenent of the project by the PA Mnistry of
Supply, consultations are under way with regard to the possible holding of the
sem nar and other project activities.

(c) Strengthening trade efficiency (Trade Points)

26. At the request of the PA, UNCTAD fielded a mssion to the Pal estinian
territory in 1995 ained at exploring the possibilities of introducing trade

ef ficiency neasures, including trade facilitation procedures and information
systenms. The follow ng aspects of the subject were discussed with public and
private sectors concerned: the functioning and advantages of the Trade Point
concept and its relevance to the Pal estinian trading environnent; technica
issues related to trade efficiency and the establishment of Trade Points; the
advant ages of |inking Palestinian Trade Point(s) to other Trade Points in the
region and to the d obal Trade Point Network; and, a strategy for the

i npl enentation of trade efficiency nmeasures in the Palestinian territory.
Accordi ngly, a nunber of reconmendations and correspondi ng nmeasures have been
outlined for imediate action by PA and UNCTAD. Two private sector-driven

Pal estinian Trade Points are thus envisaged, one in the West Bank and the
other in Gaza Strip anchored with two trading institutions and a PA foca

poi nt for coordination. The close involvenent of the private sector, possibly
as active partners in the ownership and operation of the Trade Points, is an

i mportant elenent in their success. This would be followed by the devel opnent
of related institutional and operational guidelines and a detailed training
programme. The PA M nistry of Econony and Trade is currently seeking funding
for this project, in consultation with the UNCTAD secretari at.
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(d) Strengt heni ng capacities of the donestic insurance sector

27. At the urgent request of the PA a nission was fielded to the

Pal estinian territory in 1996, to discuss with the relevant PA and private
sector organi zations concerned with the donmestic insurance sector. As notor
vehi cl es accounted for approximately 90 per cent of all witten insurance

busi ness, the mission investigated a wi de range of related technical
institutional, |egal and operational issues. Accordingly, a set of |egal
institutional, managerial and operational neasures for followup by the PA and
UNCTAD have been outlined. These included the activation of the Road Acci dent
Victims Conpensation Fund, establishnent of a control mechanismto ensure
conpl i ance as regards prem uns and conpensati ons, adherence to standard and
periodicity of reporting by insurers, strict application of Iicensing

requi renents including tests of conpetence and training needs, consolidation
of insurance | aws and regul ati ons, and devel opi ng the technical capabilities
of officials involved in the fornulation of insurance policy and determ nation
of premiunms and their allocation. Consultations are under way with the PA
Controller of Insurance on the inplenentation of the neasures outlined.

2. Institution building

(a) Devel opi ng managerial and institutional capacities for
operation of the Gaza Commercial Sea Port

28. Fol | owi ng the signing of the Israeli-Pal estinian econom c accords,

in 1994, inmprovenent of the infrastructure in general and of the transport
systemin particular was accorded priority in the rehabilitation and
reconstruction progranme of the PA. Based on a nunber of technical studies
undertaken and as agreed in the accords, the PA began to plan for the

devel opnent of a commercial seaport in the Gaza Strip. UNCTAD s assistance
was solicited by the PAin the building-up of the institutional, technical
manageri al and operational capacities as related to port and shi pping
activities within the PA as well as the establishnent of Gaza Seaport
Authority. A mission fielded by UNCTAD to the Palestinian territory in 1995

identified areas for technical assistance in two phases, i.e. (i) the
devel opnent phase of the seaport, and (ii) the initiation phase to enable the
seaport to become operational. This included devel opment of organizationa

structures, of preparation of a conprehensive Maritinme Code, including a Port
Act; devel opment of human resources through programe training (TRAI NVAR),
and, advice on technical matters, including international maritinme and
mul ti nodal transport. The details of these issues provided el enents for the
preparati on of a proposal for technical assistance, which remi ns under
consul tation with the PA

(b) Conpi | ation of conprehensive and up-to-date statistica
series on Pal estinian international trade

29. Wth the establishment of the Palestinian Central Bureau of Statistics
(PCBS), the PA provided the necessary institutional framework for the
conpi l ation and di ssemi nation of statistics in vital econom ¢ and socia
sectors. The devel opnent of a systemfor international trade statistics
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constituted one of the prine objectives. At the request of the PA, the
secretariat |aunched a nmultidisciplinary nmission to the Wst Bank and

Gaza Strip in 1996 ainmed at el aborating a framework for future technica
assistance in the related areas of foreign trade statistics, custons

adm nistration, and trade policy. As for trade statistics, the mssion
focused attention on: (i) ascertaining the technical capabilities and work
plan of the PCBS with regard to the conpilation, processing, analysis, and

di ssem nation of Palestinian foreign trade statistics; (ii) identifying the
nature and extent of needs of the PCBS for technical assistance in the area of
international trade statistics; and, (iii) devel oping relevant proposals for
manpower training. Followup activities were accordingly designed to be
carried out over three different phases (inmedi ate, nedium and |ong ternms) for
t he devel opment of a conprehensive and up-to-date statistical series on

Pal estinian external trade. W rk under each phase is envisaged to be
coordinated with the efforts of other organi zati ons concerned, nanely, the

I nternational Monetary Fund, United Nations Statistical Department, EUROSTAT,
Worl d Trade Organi zation and others. These and other points emerging fromthe
m ssion have provided the elenents for the formulation of a project proposa
for technical assistance which has received the endorsenment of the PCBS and is
awai ti ng fundi ng.

(c) Strengt heni ng techni cal and operational capacities in
custons adm nistration

30. Subsequent to the trade accords signed by the PAwith Israel and other
tradi ng partners, customs adninistration was accorded priority within the

Pal estinian fiscal system Both revenue and allocation considerations in the
econony pronpted the PA to solicit assistance fromdifferent sources,

i ncl udi ng UNCTAD, in designing and devel opi ng an appropriate and effective
system of custons adninistration. UNCTAD s mission, fielded in 1996, was
particularly focused on an investigation of: (i) the system and procedures
currently adopted for the generation of customs and trade dat a;

(ii) technical, financial and |ogistical requirenments for introducing systens
ai med at inproving custons adm nistration, collection of custonms revenues and
conpi | ation of conprehensive trade data; and, (iii) other related aspects of
custonms adnministration, including the feasibility of conmputerization in
customs adnministration and eventual installation of the Automated System for
Custons Data (ASYCUDA). A range of neasures were identified for follow up by
the PA and UNCTAD secretariat in two distinct areas: on the one hand, these
include the (a) revision of the draft customs |law, drafting of a custons
tariff law, revision of the organization plan, fornulating a training
programe covering such areas as classification of goods, valuation

enf orcenent, physical exam nation and others as well as a well-defined

recrui tment policy, and procedures; and, (b) close exam nation of

i mport/export procedures, including licensing and standardi zation of trade
docunents with the view to sinplifying and stream i ni ng the whol e gamut of
operations involved in export/inport business. Accordingly, a project
proposal for technical assistance in custons adm nistration was prepared which
has been further elaborated during a followup mssion in 1997, leading to its
endorsenent by the PA Mnistry of Finance and presentation for funding.
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(d) The emerging international trading systemand its
i mplications for the Pal estinian economny (UNDP/ UNCTAD
wor kshops in the Palestinian territory)
31. As part of the effort to establish and devel op technical and manageri a

capacities for the fornmulation and inplenmentation of trade policies, the PA
had focused attention on the post-Uruguay Round devel opnents and their
implications for the Pal estinian econonmy. UNCTAD s assistance was solicited
by the PA Mnistry of Econony and Trade in organi zi ng workshops on the subject
in the Palestinian territory along the lines of the national workshops

organi zed by UNCTAD in Arab countries. The nultidisciplinary m ssion |aunched
in 1996, which dealt with issues relating to trade policy, held consultations
with the PA on the substantive orientation of such a workshop and the scope of
its work progranme. Seven experts from UNCTAD, WIO and ESCWA participated in
two wor kshops which were held in early 1997, one in the West Bank and anot her
in the Gaza Strip, with different orientations necessitated by the economic
realities prevailing in each of the two regions. The workshops were addressed
to the officials of the PA Mnistries concerned, as well as the Pal estinian
tradi ng community and academ c and research institutions. The workshops were
organi zed within the context of the UNDP/UNCTAD regi onal programre for the
Arab States Economic Integration and Trade.

(e) Gui delines for human resource devel opnent for trade -
TRAI NFORTRADE

32. As a direct followup to the UNCTAD/ UNDP wor kshops held in the Wst Bank
and Gaza Strip, the TRAI NFORTRADE progranme at UNCTAD was cal |l ed upon to
provi de technical assistance in the priority area of human resource

devel opnent for trade. The prelimnary outline of a project proposed by the
secretariat in this respect covers training needs analysis and assessment,
advi sory services on a human resource devel opnment strategy for trade,
preparation of training materials, organizing TRAI NFORTRADE wor kshops on a
nunber of key topics, and, advisory services on strengthening |ocal training
capacities and enhancing regional training links. The PA Mnistry of Econony
and Trade is currently seeking funding for this project, in consultation with
t he UNCTAD secretari at.

(f) Expansi on of trade in goods and services between the
Pal estinian territory, Jordan, Egypt and other trading
partners: an initiative for subregional cooperation

33. In a nove to enable the PA to benefit fromthe regional programe of
UNDP for the Arab States, and at the request of UNDP, UNCTAD presented a
proposal to the UNDP neeting held in Geneva on 17-18 March 1997 to di scuss
with national focal points the RBAS/ UNDP regi onal project RAB/96/001 -
“Support to the Arab States and the Pal estinian Authority in their Pursuit of
Econom ¢ and Social Reformand Miltil ateral Econom c Cooperation”. The
proposal, entitled “Expansion of trade in goods and services between the

Pal estinian territory, Jordan and Egypt and other partners: an initiative for
subr egi onal cooperation”, was endorsed by the parties concerned. It is

i ntended to build upon the achi evenents of the peace process since 1993 hy
consol idating and concretizing the accords reached anong the three partners
regardi ng trade procedures, involvenment of private and public sectors,
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pronoting conplenentarities, and streamining trade-rel ated services and
operations. In particular, a range of services and infrastructural facilities
support at both national and subregional |evels, need to be devel oped and
supported with the view to expanding trade and pronoting econom c cooperation
The PA M nistry of Econony and Trade is currently seeking funding for this
project, in consultation with the UNCTAD secretari at.

C. Recent analytical activities and future work programe of
the secretariat on assistance to the Pal estinian people

34. Parallel with operational activities, the secretariat has continued its
anal ytical work on some inportant issues confronting the Pal estinian econony.
The ai m has been two-pronged - to assist policy makers in the choice of policy
measures required to deal with pressing issues and, to provide the necessary
substantive basis for the orientation, devel opnent and inplenmentation of the
secretariat's operational activities. Four analytical studies undertaken
during the 1996-1997 bi enni um conpri se:

- “Prospects for sustained devel opment of the Pal estinian econony:
strategi es and policies for reconstruction and devel oprment”
(UNCTAD/ ECDC/ SEU/ 12). Bearing in mnd the energence of the new
environnent, the study conmences with an exani nation of the tasks
of independent devel opnent, followed by an anal ysis of the
macr oeconom cs of sustainable growh as well as issues related to
structural transformation. The study concludes by draw ng an
agenda for action.

- “Private investnment in the Palestinian territory: recent trends
and i nmedi at e prospects (UNCTAD/ ECDC/ SEU/ 13). The study deal s
with: a review of major recent devel opnents affecting private
i nvestment, including the regulatory franework, policy
environnent, trade and financial reginmes and their recent
performance; an exanination of the mamin supportive capacities and
services inportant for private investnent; analysis of the scale,
conmposition and inpact of private investnent in the econony; and,
prospects and policy options relevant to the future direction and
magni tude of private investnent in the Palestinian territory.

- “Chal | enges and opportunities for Pal estinian external trade”
(forthcom ng, 1997). This study begins by exanm ning the role of
the trade sector in the Palestinian econony and its potentials for
t he donestic, regional and gl obal nmarkets, followed by an anal ysis
of the sector's performance since 1993, including identification
of problem areas and needs covering a wi de range of issues that
call for donmestic and international action, including policy
measures and technical assistance.

- “The Pal estinian econony in the context of regional econonc
cooperation” (forthcomng 1997). This study comrences with an
anal ysis of devel opnents since 1993 and achi evenents of the peace
process and their inplications for closer econom ¢ cooperation
wi th enphasis on reintegrating the Pal estinian econony into the
region. Follow ng a brief exam nation of sone conceptual aspects
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of regional econom ¢ cooperation and integration, prospects for
Pal esti ni an economi ¢ cooperation with countries in the Arab
hinterland are investigated within the context of Arab econonic
cooperation agreenents. This is followed by an exam nation of
prospects for econom c cooperation between the Pal estinian
territory and Israel. The study al so exam nes opportunities and
chal | enges for the Pal estinian econony in the energi ng gl oba
setting, and concludes with a plan of action outlining strategies
and policies for consideration by the PA in cooperation with its
tradi ng partners.

35. As for the substantive orientation and direction of UNCTAD s future
assistance to the Pal estinian people, the secretariat will be guided by the
provi si ons of UNCTAD s subprogramme 9.1, as outlined in the United Nations
Medi um Term Pl an for the period 1998-2001. As such, it will “continue the
wor k of UNCTAD, in accordance with its mandate, in assisting the Pal estinian
peopl e to devel op capacities for effective policy-nmaki ng and managenent
pertaining to international trade, investnent and rel ated services”. 17/
Accordingly, while investigating and anal ysing main issues confronting the
Pal esti ni an econony, enphasis in the 1998-1999 Progranme Budget has been

| argely focused on the rendering of technical assistance to the Pal estinian
people in priority areas within the framework of UNCTAD s Programme of
Techni cal Cooperation Activities. Particular attention will be given to
nmeeting the outstanding priority requests of the PAin areas outlined above.
In neeting these demands and intensifying efforts in other priority areas, the
secretariat seeks the active support of multilateral and bilateral sources of
funding to nobilize the required extrabudgetary resources.

Not es
1/ This mandate originates in Conference resolution 146 (VlI), the
Cartagena deci sion and General Assenbly decision 47/445. |n accordance with

the rel evant General Assenbly resolutions, references in this report to the
“occupied territory” or the “Palestinian territory” or “the territory” pertain
to the occupied Palestinian territory (i.e., the Gaza Strip and the Wst Bank
i ncl udi ng east Jerusal em.

2/ These include the Declaration of Principles on Interim
Sel f - Gover nnment Arrangements (of 13 Septenber 1993), the Agreenent on the
Gaza Strip and the Jericho Area (of 4 May 1994) and the Israeli-Palestinian
InterimAgreenent on the West Bank and the Gaza Strip (of 28 Septenmber 1995),
i ncluding the Protocol on Economic Rel ations annexed to the latter two
accords.

3/ See “Devel opnents in the econony of the occupi ed Pal estinian
territory” (TD/B/42(1)/8) and “Private investnent in the Pal estinian
territory: recent trends and i mredi ate prospects” (UNCTAD/ ECDC/ SEU/ 13).

4/ See statenent by M. Yasser Arafat, Chairman of the Executive
Conmittee of the PLO, President of the Pal estinian National Authority to the
meeting of the Consultative G oup of Donors, Novenber 1996 and Econom st
Intelligence Unit “The occupied territories”, Country report, 4th Quarter
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1996.

5/ The report by the Pal estinian National Authorlty, M ni stry of
Econony and Trade regardi ng the UNCTAD/ UNDP wor kshop on “The energi ng
international trading systemand its inplications for the Pal estinian econony”
(2-6 March 1997) states that “a differentiation should be nade between the
short-termconditions inposed by the Paris Protocol and the long-termneed to
formul ate strategies and policies in the context of final status
negoti ati ons”.

6/ This refers to Lists “A” and “B” of inports from Jordan, Egypt and
ot her countries for which the Palestinian Authority can pursue an independent
tariff regime fromthat agreed in the Protocol with Israel which stipulates
that Israeli custons policy and tariffs apply to the bul k of Pal estinian
i mports.

7/ Financial Times, 5 June 1997, quoting figures provided by the
Pal estinian Authority, Mnistry of Planning and International Cooperation

8/ Sone estimates of econom c performance for the period 1993-1996
draw on official Palestinian, Israeli and other primary sources using various
nmet hodol ogi es. Such estinmates, based on data provided by different PA
sources, have been published or otherw se conpiled since 1995 by four sources,
nanely: International Mnetary Fund, Wrld Bank, Ofice of the United Nations

Speci al Coordinator in the Occupied Territories and United Nations Econom c
and Social Comm ssion for West Asia. Recently, the Palestinian Central Bureau
of Statistics (PCBS) published the first Pal estinian national accounts series,
for the year 1994, based on field surveys and in accordance with the standard
System of National Accounts (SNA 1993), in National Accounts - 1994:
prelimnary estimtes, (PCBS, Ranmallah, 1997). PCBS data provi de estimates
for econom c aggregates which diverge fromother avail able estimtes for the
same year. Wile the latter estimtes differ as to the levels, rates of
change and inter relation between najor econom c aggregates, they provide
general ly higher, and structurally different, indicators than inplied by the
PCBS data. Projections for 1991-1996, prepared by the UNCTAD secretariat on
the basis of historic trends and underlying structural features of the
econony, provide another set of estimates. For 1994, these are close in
absolute ternms to, and share sone features with, PCBS data. As such they are
equal ly indicative as avail abl e estinates.

9/ Fi gures quoted in subsequent paragraphs refer to the Pal estinian
econony in the Gaza Strip and West Bank, excluding east Jerusalem for which
data is not avail abl e.

10/ PCBS, Labour Force Survey: Miin Findings, Nos. 1-3 (PCBS,
Ramal | ah, 1996).

11/ The lower figure is based on extrapol ati on of data published in
“Eval uation of the |osses of the Pal estinian econony as a result of the
closure, 2/25-4/4/1996”, PCBS, Ranallah, 9/4/96 (in Arabic). Higher figures,
of over $1 billion, have been quoted by sonme Pal estinian officials.



TD/ B/ 44/ 10
page 18

12/ UNESCO, “Economic and social conditions in the West Bank and
Gaza Strip, Quarterly report, Wnter-Spring 1997", Gaza, April 1997.

13/ Data for 1981 is from “Sel ected statistical series on the bal ance
of paynents, foreign trade, population, |abour force and enpl oynment of the
occupied Palestinian territory (Wst Bank and Gaza Strip), 1968-1987
(UNCTAD/ DSD/ SEU/ 1) . Estimates in Table 1 for merchandi se trade with Israel and
estimates for 1992-1994 on trade with the rest of the world are cal cul ated
fromlsrael Central Bureau of Statistics, lIsrael’s bal ance of paynents,
(Jerusalem |CBS, January 1997) and lsrael Statistical Abstract 1996
(Jerusalem 1CBS, 1997). Estimtes for 1995-1996 on trade with the rest of
the world are based on data provided by the PA Mnistry of Econony and Trade
as well as tables provided by Egypt Mnistry of Foreign Affairs, Pal estine
Affairs Department (on trade with Egypt) and information provided by Jordan
M nistry of Foreign Affairs, Palestinian Affairs Departnent, including a
report prepared by Amman Chanber of Conmerce, published in Al -Quds, 27/11/96
(in Arabic) (on trade with Jordan, excluding transit trade).

14/ The recent policy debate on issues affecting Pal estinian externa
trade has been addressed in recent UNCTAD studies (see Part |1, Section C
bel ow) and in a nunber of studies published by the Pal estine Economic Policy
Research Institute (MAS): The Pal estinian-lsraeli Trade Arrangenents:
searching for fair revenue sharing (MAS, Ranallah, 1995); Trade relations
bet ween Pal estine and Israel: free trade area or customs union (MAS,
Ramal | ah, 1996); and, Trade policy options for the West Bank and Gaza Strip,
(MAS, Ramal | ah, 1997).

15/ For further information on the objectives, substantive scope, and
specific priority areas and corresponding activities, reference nmay be made to
“A programme of technical cooperation activities in support of Palestinian
trade, finance, and rel ated services” (UNCTAD/ ECDC/ SEU/ 11) 1995.

16/ Most recently in General Assenbly resolution 51/150 of
13 Decenber 1996.

17/ “Mediumterm plan for the period 1998-2001 as revised by the
General Assenbly at its fifty-first session” (A/51/6/Rev.1, para. 9.13 (e)).



