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FOREWORD

We are glad that the 39" issue of the Quarterly Economic and Social Monitor, which covers the 3™
quarter of 2014, is published as scheduled. Just about when the team working on the Monitor had
collected and produced all the needed material, short of the National Accounts and the Labor Market
data for Q3 2014, the team received a notice that the release of these data will be delayed. In fact, the
schedule for publishing the Monitor is always worked out around that for publishing the National
Accounts data. Thus, we were confronted with two choices: either to delay publishing issue 39 of the
Monitor, or to publish it without the National Accounts and Labor Market data. It didn’t take long to
opt for the second and go ahead with the initial plans to publish issue no. 39 while aiming to include
the missing data in the next edition. This should also reduce the pressure on the publication process.
However, in order not to leave a gap in the published issue, the editor of the Monitor suggested to
include an analysis of the quarterly GDP data for the past 14 years and Labor Market data for the last
10 years. This was done, making this edition unique as such an exercise obviously cannot be repeated
every quarter. We hope that the reader will draw many benefits from this analysis and from the other
regular material in this Monitor.

This issue is being published at a time when Israel is withholding the tax revenues that it collects on
behalf of the Palestinian treasury (against a 3% fee). The effect of this illegal measure on the economy
will be drastic, as a cursory look on the data in the public finance section will foretell. But it is too late
now to include an analysis of the expected effect in this issue, so we aim to provide it in the next
Monitor, especially since it is not the first time that Israel has applied this measure.

Nabeel Kassis Ola Awad Jehad Alwazir
Director General President Governor
Palestine Economic Policy Palestinian Central Bureau  Palestine Monetary Authority

Research Institute (MAS) Of Statistics (PCBS) (PMA)
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Executive Summary

GDP: Due to the delay in disclosing the
national accounts figures for 2014 Q3, this
issue of the Monitor analyzes GDP growth at
constant prices for 57 quarters (from 2000 Q1
to 2014 Q1). The analysis— which involves
growth rates in the Palestinian territories in
general as well as the West Bank and the Gaza
Strip— found sharp fluctuations in quarterly
growth rates and uneven economic activities in
the three areas, particularly in the Gaza Strip.
There was also a remarkable increase in the
relative  weight of the West Bank's
contribution to GDP during the period
compared to that of the Gaza Strip.

Labor market: As labor market data for 2014
Q3 have not yet been published, the Monitor
sheds light on the changes in labor
participation and unemployment rates in the
whole Palestinian territories as well as the
West Bank and the Gaza Strip in a ten-year
period (from 2004 Q1 to 2014 Q2), in addition
to the usual section on the number and
distribution of vacancies in the Palestinian
territories.

Public Finance: Compared to the previous
quarter, public revenues and grants in the
target quarter saw an increase of about one
third to NIS 4.23 billion- thanks to a growth in
local revenues from clearance, on the one
hand, and a significant increase in grants and
foreign aid, on the other. Meanwhile, public
expenditure hiked by 28.2 percent to NIS 4.21
billion, basically due to government's advance
payment of part of the wage bill, in addition to
a rise in non-wage expenditure. These changes
produced a surplus of NIS14.9 million (on a
cash basis) in the total balance after grants and
aid.

The banking sector: The banking sector's Q3
direct credit facilities dropped by 1.2 percent
from the previous quarter, but increased by 10
percent over the 2013 corresponding quarter to
NIS 4.843 billion, with consumer loans having
the biggest share. By contrast, public deposits
grew to NIS 8.884 billion, thus rising by 1.4
percent over the previous quarter and by 8.6
percent over last year’s corresponding
quarterly. Concurrently, net profits of banks
totaled USD 31.3 million compared to USD

v

40.2 million in the corresponding quarter of
2013, bringing the cumulative total profits of
banks from January to September 2014 to
USD 106.4 million.

Palestine Stock Exchange: The value of
shares traded on PSE amounted to USD 54.86
million, 4 percent lower than in 2014 Q2. At
Q3 end, Jerusalem Index closed at 511.14
points, 8.33 points higher than the Q2 close.

Investment Indicators: The Monitor studies
investment conditions across four indicators:

Registration of companies: The number of
companies newly registered in the West Bank
in the target quarter was 311, down 56 (or 15
percent) from the previous quarter and 4 from
the 2013 corresponding quarter. The new
companies registered in 2014 Q3 had a capital
of JD 47 million, down by 17 percent from the
previous quarter.

Building licenses and cement import:
Building license data show a decline of 8.1
percent in the number of building permits
during Q3 2014 compared to the previous
year's corresponding quarter, while housing
units dropped by 25.4 percent from the
corresponding quarter a year earlier. Still, the
amount of imported cement rose by 0.2
percent during the same period. In the Gaza
Strip, the imported quantities remained modest
at the backdrop of the continued Israeli ban on
the entry of construction materials. The 2,300
tons allowed into Gaza in the target quarter are
by far less than the amounts allowed in the
previous quarter (9,300 tons) and the 2013
corresponding quarter (13,000 tons).

Vehicle registration: During the target
quarter, about 4529 new and second-hand
vehicles were registered in the West Bank, up
3 percent from the previous quarter and 13
percent from the same quarter a year earlier.
Around 50 percent of vehicles registered in the
West Bank during this quarter were second-
hand imported from abroad, while 37 percent
were new cars imported from abroad, and the
rest (13 percent) were used vehicles purchased
from the Israeli market.



Hotel activity:

The total number of hotels operating in the
Wet Bank end of Q3 2014 dropped to 109
from 113, the figure reported in the second
quarter of the year. During the quarter, the
number of hotel guests in the West Bank
reached 99,811 and the number of nights
lodged was 272,567.

Prices and purchasing power: Consumer
price index in Q3 2014 saw a sharp rise of
1.92 percent from the second quarter of the
year and was 2.25 percent higher than the
same quarter a year earlier. Besides, the target
quarter saw a 1.46 percent improvement in the
US dollar's exchange rate against the shekel.
Together, these changes resulted in a decline
in the purchasing power of the US dollar
(assuming spending in the shekel) by 0.45
percent compared to the previous quarter. The
same change also applies to the Jordanian
dinar, which has a fixed exchange rate against
the USD.

The balance of trade and the balance of
payments: The total trade deficit for
registered goods was USD 1.013 billion in the
third quarter of 2014. The current account
deficit in the balance of payments amounted to
USD 246.3 million, down 55.3 percent from
the previous quarter and 57.8 percent from the
2013 corresponding quarter. The drop in the
current account deficit resulted from an
increase in the surplus in the income balance
(generated mainly from Palestinian workers
abroad) and a growth in the current transfers
(mostly international aid).

External Assets, Liabilities and Debt:

At the end of 2014 Q3, Palestine's foreign
assets totaled USD 5.936 billion, of which 3.2
percent was in the form of direct investment,
while portfolio investment represented 19.5
percent, and the rest was in the form of
deposits by banks broad. At the same time, the
total external liabilities reached USD 4.765
billion, of which 52.2 percent was in the form
of foreign direct investment. Palestine's
external debt, in the meantime, totaled USD
1.616 billion end of 2014 Q3.

Textbox Topics: This issue of the Monitor has
7 textboxes, each discussing a specific topic:

The mechanism for building materials entry
into Gaza: The institutionalization of the
Blockade! This textbox sheds light on the
agreement— mediated by the UN Special
Coordinator for the Middle East peace process,
Robert Serry— on the mechanism for the entry
of construction materials into Gaza for the
purposes of reconstructing what Israel
destroyed during its 2014 offensive as well as
its earlier attacks. The agreement, disclosed by
the Coordinator's office, has strict conditions
for the use of building materials, which was
severely  criticized by civil  society
organizations in Gaza.

Spending on research and development in
the Palestinian territories: half a percentage
point of GDP: This textbox reviews a survey
issued by the Palestinian Central Bureau of
Statistics on research and development in
Palestine in 2013. According to the survey,
spending on research and development was
USD 61 million in 2013 (0.5 percent of GDP
for the same year) with the public sector
having the biggest share of this spending (56
percent of the total). The number of those who
worked in R&D was 8700, 30 percent of
whom were PhDs, producing 4200 research
papers and 9 patents. Compared to other
countries, the research output is still low, and
spending on R&D is limited compared to
developed countries and the nearby countries,
as well. Spending on research and
development was 3.93 percent of GDP in 2012
in Israel, 3.56 percent in Korea in 2009 and
1.1 percent in Tunisia.

MAS holds the sixth annual Yusuf A.
Sayigh Development Lecture: Since 2009,
MAS has organized an annual lecture on
economic development in memory of the
renowned Palestinian economist Yusif A.
Sayigh. The 2014 lecture, titled 'A tri-level
model of social change: analyzing and
designing paths for social transformation', was
given by Matthias Weiter, Professor of
Development Studies at the Humboldt
University, Berlin, Germany. The lecturer
expounded on methods of decision-making
and enactment of laws in modern societies and
discussed the feasibility and limits for
applying this model in developing countries,
particularly Palestine.



Food security gap in the Arab States: The
Arab  Forum for  Environment and
Development (AFED) held its annual
conference in Amman on November 26, 2014.
The conference aimed at presenting a realistic
analysis of the Arab food security situation,
with focus on the challenges that it faces, and
to discuss sustainability options and formulate
suggestions to improve the status of food
security. The conference published a detailed
report on the issues that it dealt with, which
this textbox reviews and summarizes.

Palestine-Jordan  trade: Encouraging
technical indicators but dominating non-
tariff barriers: This textbox reviews the main
results of a study conducted by the Palestine
Trade Center— Pal Trade on trade between
Palestine and Jordan. The study sought to
assess the impact of both the free trade
agreement between Jordan and Palestine and
the Greater Arab Free Trade Area (GAFTA)
on trade between the two economies. The
study found that trade between Palestine and
Jordan is modest and restricted to few goods
(especially commodities exported to Jordan).
The study concluded that despite the removal
of tariff barriers between the two countries,
there exist non-customs obstacles that
dramatically reduce trade opportunities,
including the problematic procedures Jordan
imposes on registering the branches of the
Palestinian companies in Jordan, denying the
Palestinian suppliers the opportunity to
compete for bids in Jordan, and the failure to
regulate the service trade between the two
countries.

Trade relations between Jordan and Israel:
This textbox studies the development of Israel-
Jordan trade relations which began after
concluding the 1995 trade and economic
cooperation agreement between the two
parties. The relations were marked by two
different periods: the 1995-2008 period saw a
constant growth of Israeli exports to Jordan,
reaching a

vi

peak in 2008 (USD 288 million.); and the
2008-2013 period marked by a drop in Israeli
exports to USD 100 million in 2013. The
Jordanian exports to Israel were modest
between 1995 and 2009, but they grew
significantly after that to reach USD 266
million in 2013. This turned Jordan's trade
balance deficit of USD 182 million in 2008 to
a surplus of USD 168 million in 2013.
Obviously, the structure of trade relations
between the two countries has changed
substantially over the period of their relations.

Human capital behind 40 percent of growth
in Israel: The textbox summarizes a report
published in the Bank of Israel's Journal
'Recent Economic Development'. The report
focused on the human capital of Israel and its
role in the economy. A country's human
capital is measured by the average number of
years of schooling for individuals in the
working age. The report utilized a model that
calculates the contribution of human capital to
economic development (i.e. return to
schooling) and found that Israel's growth in
human capital from1974 to 2011 led to a 0.7
percent annual growth in per capita GDP. As
the per capita GDP in Israel saw an actual
annual growth of 1.8 percent during that
period, the growth in human capital was then
responsible for 40 percent of per capita GDP
growth. The report found that the human
capital contribution to the growth in Israel has
diminished with time due to several reasons,
including the dwindling rate of those who
obtain higher education.



1. GDP

Despite the frequently articulated
shortcomings of GDP as an indicator,
economists still seem to have some agreement
that it is as yet the best available indicator for
the performance of economies and changes
they undergo from time to time. Below is a
brief analysis of GDP in the occupied
Palestinian territory in general and in the West
Bank and Gaza Strip separately. For this
purpose, we will use quarterly GDP figures at
constant prices (2004 as a base year), starting
from the first quarter of 2000 to the first
quarter of 2014 (i.e. 57 quarters).

Occupied Palestinian Territory

Figure 1 depicts OPT GDP figures in each
quarter of the period under study. Obviously,
there is a steady, but inconsistent, upward
trend. GDP grew from USD 1.065 billion (at
constant prices) in Q1 2000 to USD 1.878
billion in Q1 2014. As the simplified
regression analysis suggests, GDP increased
on average by USD 18.3 million in each
quarter of the period.

Figure 1: Palestine Quarterly GDP (constant prices, base year 2004)
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Figure 2: Palestine GDP quarterly growth rates (%)
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The average GDP growth rate in each quarter
of the study period (2000 Q1-2014 Q1) was

1

1.36 percent. This rate, however, conceals a
high degree of volatility in the quarterly

Data for the figures in this section were obtained from the Palestinian Central Bureau of Statistics.



growth rates, as illustrated in Figure 2.
Importantly, sharp fluctuation, in fact, reduces
the representations of medium growth rates
that are calculated between any arbitrarily
chosen two points of time.

Unquestionably, part of the fluctuation in the
quarterly growth is a result of natural seasonal
shifts in economic activities. Yet, the sharp,
irregular shifts shown in Figure 2, especially
in the early years, reveal the presence of other
factors more influential than the seasonal
shifts. These include the impact of Israeli
military operations (especially during the
second intifada between September 2000 and
February 2005); the economic blockade and
restrictions to the movement of goods and

labor (with varying degrees); and the effects of
large/limited international aid.

West Bank

Figure 3 shows quarterly GDP changes in the
West Bank at constant prices. The simple
linear regression shows that GDP increased by
USD 15.3 million in each quarter of the period
under study. Apparently, GDP figures in
Figure 1 and Figure 3 are approximate,
suggesting convergence between GDP growth
in the West Bank and the Palestinian territory,
especially in recent years, primarily due to the
relative weight of the West Bank compared
with Gaza and the growth of this weight over
the years. The West Bank's contribution to
Palestinian GDP grew from 68 percent in early
2000 to about 75 percent in early 2014.

Figure 3: West Bank Quarterly GDP (constant prices, base year 2004)
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The average quarterly GDP growth rate in the
West Bank was 1.67 percent. Although this is
slightly higher than the average growth in the

Palestinian territory, growth in both areas
seems volatile, as shown in Figure 4.

Figure 4: West Bank GDP quarterly growth rates (%)
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Gaza Strip

Figure 5 depicts quarterly GDP changes in the
Gaza Strip. The simple linear regression
reveals that GDP increased on average by
USD 3 million in each quarter of the period
under study. A close look at Figure 6,
however, uncovers acute changes in Gaza's
economic activity. The average quarterly
growth rate during the period was barely 0.71
percent. The comparison between Figure 3 and

figure 5 brings to light a gap between the West
Bank and Gaza over the study period. The
ever-expanding gap between the two regions
in terms of relative weight at the macro level
was associated with a greater widening gap in
the average per capita income, probably a
result of higher population growth rate in
Gaza.

Figure 5: Gaza Quarterly GDP (constant prices, base year 2004)
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Textbox 1: The mechanism for entry of building materials into Gaza: The
institutionalization of the Blockade!

Israel stipulated creating a restrictive new monitoring regime for building materials (gravel, cement and iron)
allowed into the Gaza Strip for the reconstruction of Israel's military recurring attacks have destroyed. Israel
claims that this regime is necessary to prevent the use of basic goods for the re-construction of the tunnels,
which Israel has also destroyed during the war.

Of late, the UN Special Coordinator for the Middle East peace process, Robert Serry, has mediated between
Israel and the Palestinian government to reach an agreement for monitoring the entry of building materials
into Gaza. Although the UN Coordinator's office (UNSCO) revealed some details of the agreement, the full
text has yet to be disclosed?.

According to the brief statement by UNSCO, the deal on the reconstruction of Gaza is a temporary
agreement drawn up in September 2014 between the Palestinian and Israeli governments to achieve four
objectives: enabling the Palestinian government to lead the reconstruction effort; enabling the private sector
in Gaza; assuring donors that their investments in construction work in Gaza will be implemented without
delay; and addressing Israeli security concerns related to the use of construction and other dual-use material®.

According to the statement, the agreement foresees two main streams of work: one led by the Palestinian
government and the other led by the UN. Both depend on creating a central comprehensive database within
the Palestinian Ministry of Civil Affairs, to track the materials required and conveyed to the Strip.

The Palestinian government's work involves licensing warehouses to sell and deliver construction materials.
After the Palestinian government or the UN conducts a basic assessment of damages sustained and quantities
required for repairs, owners/dwellers will be able to buy building materials from approved vendors. A small
proportion of this work will undergo a spot-check by UN-contracted engineers. The statement continues to
say that this will enable the rehabilitation of an estimated 80 thousand damaged homes.

Regarding the construction of large public and private projects identified by the National

Early Recovery and Reconstruction Plan for Gaza (see Monitor 38), the government will prepare
engineering schemes to be registered in the central database. The resulting information is then sent to the
Israeli government, which will examine these projects and then allocate the necessary construction materials.

As for the UN led work, on the other hand, the flow of construction materials for projects implemented by
the United Nations will be faster and smoother.

The statement concludes that the agreement provides for forming a steering committee, consisting of
representatives of the Palestinian government (Ministry of Civil Affairs), the Israeli government and the UN
(UNSCO) to ensure all processes move forward smoothly. United Nations Office for Project Services
(UNOPS) has been commissioned to establish a unit to ensure and coordinate end-use monitoring.

The agreement, brokered by the UN Special Coordinator for the Middle East peace process, Robert Serry,
triggered sharp criticism from international relief organizations and Palestinian NGOs. They say the
agreement (known as the Serry agreement) is far behind achieving the goal of lifting the siege— a condition
Hamas stipulated to seize fire and provided for in UN Security Council Resolution No.1860. On the other
hand, the agreement sets a dangerous precedent, as it allows UN agencies to conduct daily inspection for
Israeli intentions, thus making the UN a tool to implement Israeli policies. According to Faysal Shawa,
Secretary of the Coordinating Council of the Private Sector in Gaza, Serry's plan manages and
institutionalizes the blockade*. Palestinian and international NGOs believe that making available a
comprehensive database about the damaged housing and their dwellers will give Israel's military access to
information about these people and their properties.

According to the Guardian, the proposed mechanisms "are more appropriate for a suspect nuclear program
than a postwar reconstruction effort."

http://www.theguardian.com/world/2014/oct/03/gaza-reconstruction-plan-un-israel-blockade
http://electronicintifada.net/blogs/ali-abunimah/under-cover-reconstruction-un-and-pa-become-enforcers-israels-gaza-siege
UNSCO: Fact Sheet: Gaza Reconstruction Mechanism
http:/www.unsco.org/Gaza%20Reconstruction%20Mechanism%?20Fact%20Sheet %209 %200ctober%202014.pdf
http://samanews.com/ar/index.php?act=post&id=219850
http://www.theguardian.com/world/2014/oct/03/gaza-reconstruction-plan-un-israel-blockade




2. Labor market:

As labor market data for the third quarter of
2014 have not yet been disclosed, this issue of
the Monitor sheds light on the changes in
labor participation and unemployment rates in
the whole Palestinian territory as well as the
West Bank and the Gaza Strip in a ten-year
period (from 2004 Q1 to 2014 Q2), in addition
to the recurrent paragraph which relates to the
number and distribution of vacancies in the
Palestinian territory.

2.1 Labor force and participation rate

Participation rate is the ratio of workers and
the unemployed to those of the working age.
The participation rate in a country refers to the
number of people who are either employed or
are actively looking for work. This rate
depends on a number factors: the population

growth rate; age structure; the level of
frustration that sometimes pushes the
unemployed to completely withdraw from the
labor market; and social structures and
attitudes that determine females participation
in the labor market.

Palestinian Territory

Figure 1 shows the quarterly labor market
participation rate in the Palestinian territory
(West Bank and Gaza) between 2004 and
2014, with an upward movement, especially in
recent years, with a sharp change during the
entire period under study. It is important to
emphasize again that the sharp fluctuation, in
fact, reduces the representations of medium
growth rates that are calculated between any
arbitrarily chosen two points of time.

Figure 1: Change in OPT labor participation rate (%)
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Palestinian Territory labor participation rate
between 2004 Q1 and 2014 Q2 grew to 46
percent, rising 6 percentage points, an average
quarterly increase of 0.15 percent (0.13
percent for males and 0.16 percent for
females). The fast pace of females
participation rate has narrowed the gap
between males and females participation rates,
though it remained wide, with 72 for the
former and only 20 percent for the latter in
2014.

6

Figure 2 shows the quarterly changes in the
unemployment rate in the Palestinian territory
during the study period.

In spite of the sharp changes, which exceeded
changes in GDP over the ten-year period, the
unemployment rate remained almost the same
at 26 percent (24.6 in the West Bank and 30
percent in Gaza). However, there was a
marked change in the internal structure of
unemployment among males and females
during the period, declining among males by
1.5 percentage points (to 22 percent) but rising

Data in this section were obtained from the Palestinian Central Bureau of Statistics.



by 20 percentage points (to 39.5 percent)
among females. While males unemployment
decreased by 0.03 percent on average in each
quarter of the period, the rate for females

increased by 0.5 percent on average in each
quarter for the same time, suggesting that the
growth in female participation rate was
associated with a rise in unemployment.

Figure 2: Change in OPT unemployment rate (%)
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The West Bank

Figure 3 depicts the West Bank's labor
participation rate during the period under
study. The rate rose from 41.7 percent in 2004
Q1 to 46.4 percent in 2014 QIl, an average
quarterly increase of 0.12 percent for both

males and females. However, the pace for the
increase in males participation (0.14 percent)
was faster than that for females (0.09 percent),
which is not the case in Gaza, as shown below.

Figure 3: Change in West Bank labor participation rate (%)
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As Figure 4 reveals, the unemployment rate in
the West Bank dropped from 24.6 percent in
2004 Q1 to 16 percent in 2014 Q1, declining
on average by 0.22 percent in each quarter.
However, the relatively sharp change in
unemployment was obvious during the period.
Strikingly, the decline of unemployment in the
West Bank was entirely reported among males

whose unemployment rate dropped 0.33
percent on average in each quarter against a
rise of 0.26 percent in each quarter for
females. This brought male unemployment in
the West Bank down to 13 percent, but pushed
up female unemployment to 27 percent in
2014 Q2.



Figure 4: Change in West Bank unemployment rate (%)
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Gaza Strip

Figure 5 shows Gaza's labor participation rate
during the 10-year period under study.
Apparently, there was a relatively sharp rise of
more than 8 percentage points to 45 percent,
with a quarterly increase of 0.20 percent on
average. Interestingly, the growth in the
females participation rate was higher than that

for males (with 0.29 percent and 0.11 percent,
respectively). This relatively sharp increase in
female participation rate in the Gaza Strip
bridged the gender gap existing in the West
Bank, bringing the participation rate for
females in both regions to 20 percent in 2014.

Figure 5: Change in Gaza labor participation rate (%)
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Gaza's unemployment rate, meanwhile, saw
sharp changes in the last decade (see Figure 6),
picking up from 29.8 percent in 2004 Q1 to
44.5 percent in 2014 Q2, a quarterly 0.35
percent increase on average. Though rising

among males and females alike during the
period, unemployment for females was
increasing at rates higher on average (0.82
percent in each quarter), reaching 60 percent
in the second quarter of 2014.



Figure 6: Change in Gaza unemployment rate (%)
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2.2 Vacancy announcements’

The number of vacancies posted in Q3 2014
was 1011, a 3 percent rise over the previous
quarter and a 20.8 increase over Q3 2013 (see
Table 2-1). However, there were 60
announcements with no specific number of

vacant posts. In addition, the posted vacancies
do not necessarily cover all available job
opportunities, though all government jobs, as
per law, must be made public®.

Table 2-2: Number of job vacancies advertised in daily newspapers
in Palestine by Sector, Region and Degree— Q3 2013 and Qs 2 & 3 2014

Q32013 Q22014 Q32014
June July August Total
By sector
Private sector 322 454 114 169 131 414
Public sector 175 150 19 59 59 137
NGOs 340 377 113 170 177 377
By Region
Northern West Bank 84 132 40 29 27 96
Central West Bank 509 616 152 253 242 647
Southern West Bank 109 124 47 76 48 171
Gaza 135 109 7 40 50 97
By Degree
MA and above 29 63 23 33 21 77
BA 595 741 186 273 282 741
Intermediate Diploma 98 92 15 64 45 124
Below Diploma 115 85 22 28 19 69
837 981 246 398 367 1011

Source: MAS collected job advertisements from daily newspapers (Al-Quds, Al-ayyam
and Al-Hayah) as well as from the website www.jobs.ps

7

WWW.jobs.ps
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MAS collected job advertisements from daily newspapers (Al-Quds, Al-ayyam and Al-Hayat-J) as well as from the website

Article (19) of the Civil Service Law No. (4) of 1998 states that the government departments shall announce job vacancies in

which appointment is made by the competent authority within two weeks of vacancy in at least two daily newspapers. The
announcement shall contain detailed information about the job and conditions to be met.



With 460 vacancy announcements, the NGO
sector accounted for the largest share of job
vacancies advertised in 2014 Q3 (45 percent).
The shares of the private sector and the public
sector were 41 percent (414 jobs) and 14
percent (137 jobs), respectively. Compared to
2014 Q2, the share of the private sector in the
total vacancies advertised slipped 5 percentage
points, while that of the NGO sector rose 8
percentage points (see Table 2-1).

By region, data show that the central West
Bank reported the majority of vacancies
advertised (64 percent). The West Bank
southern governorates, Gaza and northern
governorates of the West Bank reported 17
percent, 10 percent and 9 percent, respectively.

As for the distribution of vacancies by the
required degree, with 73 percent, the BA was
the most solicited degree (see Table 2-2).

By major, with 38.9 percent, the demand for
administrative and economic sciences had the
largest share of advertised vacancies.
Meanwhile, the demand for humanities &
social sciences was 17.5 percent, ahead of
applied sciences (16.2 percent) and medical &
health sciences (12.2 percent). Other
professions (crafts, maintenance technicians,
secretarial work, etc) accounted for only 15.2
percent of the total demand. Interestingly, the
bulk of vacancies in Gaza was posted by the
NGOs sector (see Table 2-2).

Table 2-2: Number of job vacancies advertised in daily newspapers
in Palestine- by Major, Sector and Region- 2014

West Bank Gaza
Major Public  Private Public Private Total
NGOs
sector sector sector sector

Medical & health sciences 1 29 83 0 2 8 123
Humanities and social sciences 25 38 85 1 12 16 177
Applied sciences 38 74 36 2 5 9 164
Administrative and economic
sciences 48 161 150 15 4 15 393
Other (crafts, maintenance,
secretarial work, etc.) 19 109 18 6 0 2 154
Total 131 411 372 24 23 50 1011

Source: MAS collected job advertisements from daily newspapers (Al-Quds, Al-ayyam and Al-Hayah) as

well as from the website www.jobs.ps



Textbox 2: Spending on research and development in the Palestinian territory:
half a percentage point of GDP!

Palestinian Central Bureau of Statistics published the results of a survey on research and development in
Palestine in 2013’ covering all the 142 research and development agencies in the West Bank and the Gaza
Strip. The survey provides R&D statistical information and indicators that would help planners take the
necessary measures for the development of research in Palestine. The survey involved a range of indicators,
including R&D human resources, types of research and their spending, funding sources, and the
achievements made in research and development. Below is a summary of the main findings of the survey:

Spending on research and development

In 2013, Palestinian spending on research and development totaled USD 61.4 million (0.49 percent of GDP
for the same year). Spending is allocated to three sectors: government, NGOs and higher education, with the
public sector having the biggest share of this spending (56 percent of the total or USD 34.5 million), while
the other two sectors had almost even shares (22 percent each). Research is divided into four types: applied
research, studies and consulting, basic research, and experimental research— with studies and consulting
receiving the largest spending (38 percent). Table 1 shows the relative distribution of the sources of funding
for research and development as well as the distribution of spending on research. The highest amount of
research funding (26.9 percent) came directly from abroad, while funding from higher education institutions
was barely 4.1 percent. Meanwhile, more than half of spending on research and development went to
governmental institutions, while only 23 percent was allocated to higher education institutions.

Table 1: % distribution of spending on R&D- by source of
funding and beneficiary (2013)

Source of funding Funding % Spending %
Higher education 4.1 23.0
institutions
Governmental institutions 22.3 56.1
Non-profit institutions 21.8 20.9
Private businesses 3.7 =
Direct funding from abroad 26.9 -
Self-financing 18.7 -
Other 2.5 -
Total 100 100
Source: Palestinian Central Bureau of Statistics, Survey of R & D 2013. Ramallah,
Palestine.

Research and development staff

In 2013, 8715 people (of which 75 percent were males) worked in R&D. The survey classified R&D
personnel by the job they do: researchers, technical assistants and administrators. The survey concluded that
most R&D staff work as researchers (52 percent). Regarding educational attainment of people working in
R&D, the survey found that those with a bachelor's degree had the highest share (31 percent), ahead of PhD
holders (30 percent).

R&D achievements

In 2013, R&D efforts produced 4205 research items, including1447 basic research papers (34 percent of the
total). Applied research ranked second (31percent), while the share of studies and consulting was 27 percent.
Empirical research came last (with 8 percent of the total research). According to the survey, research in
Palestine won a number of awards in 2013, including 116 domestic awards, 72 international awards and 9
patents.

Palestine compared to other countries

Palestine's research and development output, in quantity and quality, remains humble compared to other
countries. Spending on research and development is also constringent (only 0.49 percent) compared to
developed countries and some neighboring countries alike. Spending on research and development was 3.93
percent of GDP in 2012 in Israel, 2.22 percent in Singapore in 2009, 3.56 percent in Korea in 20009.
Palestine's spending on R&D is even negligible compared to a developing country like Tunisia (1.1 percent
in 2009)"°.

g Palestinian Central Bureau of Statistics, Survey of R & D 2013. Ramallah, Palestine

http://www.pcbs.gov.ps/Portals/_PCBS/Downloads/book2075.pdf
Ratios for spending on research and development in other countries were obtained from the World Bank:
http://data.albankaldawli.org/indicator/GB.XPD.RSDV.GD.ZS ?page=1

10

10




3. Public Finance

Net public revenues and grants in 2014 Q3
shot up by almost one third (to NIS 4.23
billion) compared to the second quarter of the
year, largely on a rise in clearance revenue and
an increase in foreign aid. Public expenditure,
on the other hand, hiked by a whopping 28.2
percent to NIS 4.21 billion, basically on the

government's advance payment of part of the
wage bill, in addition to a rise in non-wage
expenditure. These changes produced a
surplus of NIS14.9 million (on a cash basis) in
the total balance after grants and aid.
Meanwhile, outstanding public debt rose 6.1
percent to NIS 8.57 billion.

Table 3-1: Summary of the financial position of the PNA, Q3 2013- Q3 2014
(NIS millions, cash basis)

Ttem 2013 2014
Q3 Q4 Q1 Q2 Q3

Public revenues and grants (net) 3,4959 3,317.0 3596.1 3181.4 4,231.1
Total domestic revenues (net) 1,965.2 2,361.8 2,822.0 2,362.4 2,724.9
Tax revenues 469.4 550.1 848.9 468.7 401.7
Non-tax revenues 203.5 183.3 260.3 242.3 215.3
Clearance revenues 1,547.6 1,693.4 1,825.7 1,856.2 2,253.8
Tax rebates (-) 255.3 65.0 112.9 204.8 145.9
External grants and aid 1,530.7 955.2 774.1 819 1,506.2
For budget support 1,453.6 802.2 631.5 690.1 1,357.6
To support developmental projects 77.1 153.0 142.6 128.9 148.6
Total public expenditure 3,159.6 2931.2 3,262.8 3,287.7 4,216.2
Current expenditure, including: 3,003.5 2,801.2 3,046.2 3,155.1 4,022.4
Wages and salaries 1,593.5 1,599.6 1,615.6 1,662.0 2,045.2
Non-wage expenses 1,184.1 990.3 1,218.6  1,205.6 1,691.7
Net lending 225.9 211.3 212.0 287.5 285.5
Development expenditure 156.1 130.0 216.6 132.6 193.8
Treasury-funded 79.0 (23.0) 74 3.7 45.2
Donor-funded 77.1 153.0 142.6 128.9 148.6
Current account (1,038.3) (439.4) (224.2) (792.7) (1,297.5)
Total account (before grants and aid) (1,194.4) (569.4) (440.8) (925.3) (1,491.3)
Total account (after grants and aid) 336.3 385.8 333.3 (106.3) 14.9
Net financing from local banks (372.3) (143.8) (474.9) 253.6 (5.6)
Remainder 36.0 (242.0) 141.6 (147.3) 9.3)
Reminders
Nominal GDP (USD millions) 3,233.6 3,279.7 3,287.8 3,423.5
Average exchange rate (USD against NIS) 3.60 3.52 3.51 3.47 3.51

Source: Palestinian Ministry of Finance, monthly financial reports for 2013-2014 (financial operations: income,

expenditures and sources of funding).
Figures in brackets indicate negative values.

3.1 Revenues and grants

Net public revenues and grants in 2014 Q3
grew by 33 percent over the previous quarter
to NIS 4.23 billion.
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Net public revenues

During the target quarter, public revenues
totaled NIS 2.7 billion (up 15.3 percent from
the previous quarter), essentially on an



increase in clearance transfers (by 21.4
percent over the previous quarter and 45.6
percent over the same quarter a year earlier) to
NIS 2.3 billion'. Obviously, clearance
revenues have been trending to the upside
since early 2013. During the third quarter of
the year, the PNA received advance cash
payments with NIS 464 million higher than
arrears.

At the same time, tax revenue totaled NIS
401.7 million, down 14.3 percent from Q2
2014 and Q3 a year earlier, on lower revenues
from income tax (which fell to NIS 120
million, a drop of 22.4 percent from Q2) and
VAT (which shrank to NIS163.8 million, a
decline of 20.7 percent from Q2). See Figure
3-1.

Similarly, non-tax revenues dipped 11.1
percent (to NIS 215.3 million) from 2014 Q2.
Indeed, the majority of non-tax revenues was
made up of fees (particularly, stamps sold for
health and court services; land deals; education
fees; licensure fees; as well as profits of
investment portfolios) that are not directly
influenced by the performance of economic
activities. The decline of licensure fees, in
particular, to more than 50 percent (NIS 28.7
million compared to NIS 61.4 million in the
previous quarter) was the main reason behind
the decrease in non-tax revenues.

Figure 3-1: Structure of domestic revenues

(NIS millions)
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Source: Palestinian Ministry of Finance, monthly financial reports for 2013-2014
(financial operations: income, expenditures and sources of funding).

Grants and Foreign Aid

Foreign aid in 2014 Q3 reached NIS 1.5
billion, up 83.9 percent from the previous
quarter thanks to abundant Arab and
international emergency assistance in the
wake of Israel's attack on Gaza. Around 90
percent of this aid was allocated to general
budget support, while development share
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was only 10 percent. About 55.7 percent of
budget support was contributed by Arab States
(Saudi Arabia, Algeria, Qatar, Oman and
Egypt); 26 percent by the Palestinian European
Mechanism- PEGASE; 15.3 percent by the
World Bank; and 3 percent by France and
Malaysia (see Table 3-1).

Figures are presented here on a cash basis. The clearance revenue components on a commitment basis are shown in Table 3-5

below. The increase in clearance revenues between 2014 Q3 and its 2013 corresponding quarter was only 12.8 percent.
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Table 3-2: Grants and foreign aid to the Palestinian Government

(NIS millions)
Item 2013 2014
Q3 Q4 Q1 Q2 Q3

Budget support 1,453.6 802.2 631.5 1690. 1,357.4
Arab grants 278.1 551.7 452.5 264.0 756.6
International grants 1,175.5 250.5 179.0 426.1 600.8
Developmental funding 76.9 152.8 142.6 128.9 148.6
Total foreign aid 1,530.5 955.0 774.1 819 1,506.0

Source: Palestinian Ministry of Finance, monthly financial reports for 2013-2014 (financial
operations: income, expenditures and sources of funding).

Table 3.3 shows approximate figures of public
revenues whose share to total public revenues
and foreign grants declined from 74.3 percent

to 64.4 percent between the second and third
quarters of 2014.

Table 3-3: Indicators of public revenues and grants

Item

Total domestic revenues (NIS millions)
As % to total revenues and grants
As % to current expenditure
As % to GDP

External grants and aid (NIS millions)
As % to total revenues and grants
As % to current expenditure
As % to GDP

2013 2014
Q3 Q4 Q1 Q2 Q3
1,965.2 2,361.8 2,822.0 23624 2,724.9
562 712 785 743 644
654 843 926 749 677
169 205 245 199

1,530.7 9552 7741 819.0 1,506.2
438 288 215 257 356
51.0 341 254 260 374
13.1 8.3 6.7 6.9

Source: Palestinian Ministry of Finance, monthly financial reports for 2013-2014 (financial
operations: income, expenditures and sources of funding).

3.2 Public Expenditure

Public expenditure in the target quarter totaled
NIS 4.2 billion, up 28.2 from the previous
quarter and 33.4 percent from 2013 Q3.
Current expenditure during the quarter made
up 95 percent of public expenditure, leaving a
negligible 5 percent to developmental
spending.

Current Expenditure

Current expenditure comprises three items: the
wage bill (51 percent), non-wage spending (42
percent) and net lending (7 percent). During
2014 Q3, current expenditure totaled NIS 4
billion, up 27.5 percent over the previous
quarter and 34 percent over the same quarter
of the previous year (see Figure 3-2).

The wage bill, the main component of current
expenditure, bloated 23.1 percent over the
second quarter of the year to about NIS 2
billion. Right before two Muslim religious
holidays (Eid al-Fitr and Eid al-Adha), the
government paid salaries in advance, making
the value of the bill NIS 167.6 million higher
than dues. This explains the remarkable
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increase of the wage bill in the target quarter.
In the first three quarters of 2014, the budget
continued to suffer frequent deficits that
undermined its ability to cover the wage bill.
According to quarterly data, the deficit was
NIS 45.5 million on average, compared with
NIS 94.9 million in each quarter of 2013 and
approximately NIS 204.1 million on average
in each quarter of 2012.

Meanwhile, non-wage expenses inflated 40.3
percent over the previous quarter, as the
Palestinian government increased transfers to
Gaza in the wake of the Israeli offensive.
Operational spending also swelled 58.4
percent over the previous quarter of the year.
Operational spending and social transfers are
the most important components of non-wage
expenditure'?. On the other hand, net lending
totaled NIS 285.5 million during 2014 Q3,
with little change from the previous quarter.

12 Operational spending represented 39 percent of non-wage

expenses, while transfers constituted a massive 58 percent
during the current quarter, leaving 2.7 percent to interest
payments and the rest to capital spending.



Figure 3-2: Structure of current expenditure

(NIS millions)
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(financial operations: income, expenditures and sources of funding).

Development Expenditure

Development expenditure in 2014 Q3 reached
NIS 193.8 million, up 46.2 percent from the
previous quarter. This significant rise resulted
from the government's increased allocations to
this item from NIS 3.7 million in 2014 Q2 to

NIS 45.2 million in the target quarter. It was
also a result of an increase in donor's
development funding to NIS 148.6 million, up
from NIS 128.9 million in Q2 (see Table 3-4).

Table 3-4: Public Expenditure Indicators

Item

Current expenditure (NIS millions)

As % to total public expenditure

As % to GDP

Developmental expenditure (NIS millions)
As % to total public expenditure

As % to GDP

2013 2014
Q3 Q4 Q1 Q2 Q3
3,003.5 2,801.2 3,046.2 3,155.1 4,022.4
95.1 956 934 960 954

258 243 264 266
1561 1300 2166 132.6 193.8
4.9 4.4 6.6 4.0 4.6
1.3 1.1 1.9 1.1

Source: Palestinian Ministry of Finance, monthly financial reports for 2013-2014 (financial operations:
income, expenditures and sources of funding).

3.3 Financial Surplus/Deficit (cash
basis)

In 2014 Q3, the increase in current
expenditure over the total revenues inflated the
current deficit (before aid and grants) on a
cash basis to NIS 1,297.5 million compared
with NIS 792.7 million in the previous quarter.
In parallel, total deficit (before grants and aid)
reached NIS 1,491.3, up 61.2 percent from the
previous quarter and 24.9 percent from the
same quarter a year earlier.

The significant increase in grants and aid
during 2014 Q3 rendered the deficit in the
total account in the second quarter (NIS 106.3
million) a surplus of NIS 14.9 million on a
cash basis (see Table 3-1).
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3.4 Arrears Accumulation

The government's net arrears accumulation in
the target quarter totaled NIS 548.4 million,
comprising obligations owed to the private
sector (NIS 413.1 million); tax rebates (NIS
9.4 million); and liabilities of developmental
expenditure (NIS 125.9 million). During the
quarter, the government paid NIS 167.5
million from the wage bill arrears (see Figure
3-3).

Taken together, the net accumulation of
arrears (NIS 548.4 million) and the current
deficit on a cash basis before grants and aid
(NIS 1,491.3 million) render a total deficit of
NIS 2,039.7 million on a commitment basis.



always sustain difficulties in bridging the
financial gap through local revenues.

The values of the PNA's accumulation of
arrears suggest that without seeking grants
from international donors, the PNA will

Figure 3-3: Quarterly developments in the net accumulation of arrears
(NIS millions)
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Source: Palestinian Ministry of Finance, monthly financial reports for 2013-2014
(financial operations: income, expenditures and sources of funding).

3.5 Clearance Revenue (commitment basis)

Table 3-5 summarizes the quarterly changes in
clearance revenues on a commitment basis".
In Q3 2014, clearance revenues were nearly
NIS 1,789.7 million, a 3.3 percent drop from
the previous quarter but a 12.8 percent lift
over the 2013 corresponding quarter. The
three major contributors to clearance (VAT,

customs and fuel tax) had relatively equal
shares in the target quarter.

As stated earlier, the change in clearance
revenues (on a cash basis vs. a commitment
basis) resulted from additional payments Israel
transferred to the PNA in advance.

Table 3-5: Clearance revenues (commitment basis)

(NIS millions)

2013 2014
Item
Q3 Q4 Q1 Q2 Q3

Clearing revenue 1,587.0 1,705.6 1,816.5 1,851.2 1,789.7
Customs 562.0 559.5 565.9 631.7 651.3
VAT 521.3 548.7 579.6 575.6  549.8
Fuel 503.0 565.6 634.4 631.0 589.2
Purchase tax (sales) 0.7 0.0 1.1 73 (0.6)
Income tax 0.0 31.8 37.7 5.6 0

Source: Tables of financial operations, details of revenue, expenditure and
funding sources (commitment basis), Ministry of Finance, 2013-2014.

3.6 Public Debt

The public debt in 2014 Q3 saw an increase of
6.1 percent, compared to the second quarter of
the year, which brought the figure up to
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NIS 8.574 billion. The rise in the public debt
(calculated primarily by the NIS) is attributed
to the gain in the NIS exchange rate against

Commitment basis is used because its data exclusively contain details of all clearance constituents.



other major currencies, particularly as the
government debt (estimated in the US dollar)
dropped 1.4 percent to USD 2.323 billion
from USD 2.356 billion in the previous
quarter of the year.

During the current quarter, government
domestic debt constituted 52.6 percent of the
total public debt, compared to 47.4 percent of
government external debt. The latter involved
obligations to Arab financial institutions

(56.6 percent), international and regional
institutions (32 percent) and bilateral loans
(11.4 percent). The largest part of domestic
debt was owed to the banking system (with
about 16.5 percent of this debt having the form
of loans provided to the Petroleum Authority,
with the PA government as a guarantor). In the
target quarter, the government paid only NIS
45 million in loan interests compared to NIS
58.5 million in Q2 of the year (see Table 3-6).

Table 3-6: Public Debt- Q3 2014

Item

a. Domestic debt
Bank loans(long-term)
Bank facilities (short-term)
Petroleum Authority loans (short-term)*
Other public institutions loans (short-term)
b. External debt
Arab financial institutions
Al-Agsa Fund
Arab Fund for Economic and Social Development
Islamic Development Bank
International and regional institutions
World Bank
European Investment Bank
International Fund for Agricultural Development
OPEC
Bilateral loans
Total public debt
Interest paid
Public debt as % to nominal GDP

(NIS millions)

2013 2014

Q3 Q4 Q1 Q2 Q3
44575 4,408.8 42683 4,290.4 4,514.1
24746 2,300.1 22288 2079.0 2,253.1
L1717 12740 L1711 13962 14649
780.7 7839 817.6 7629 7438
305 508 508 523 523
3,892.0 3,856.1 3,854.7 3,791.6 4,060.3
22263 2,191.8 2,195.7 2,152.5 2,298.7
1,853.0 1,822.2 1,8269 1,7747 1,909.2
2020 2014 2022 2002 2107
1713 1682 166.6 177.6 1788
1,1929 1,191.3 1,185.2 1,175.8 1,300.1
1,0082 9863 9823 9614 1,026.4
1040 1256 1228 1356 1889
109 105 106 102 105
69.8 689 695 686 743
4728 4730 4738 4633 4615
8,349.5 8,264.9 8,123.0 8,082.0 8,574.4
587 593 520 585  45.0
179% 179% 17.6% 17%

Source: Palestinian Ministry of Finance, monthly financial reports for 2013-2014 (financial operations:
income, expenditures and sources of funding).
* Loans from banks operating in Palestine to the Petroleum Authority, with the Ministry of Finance as a

guarantor.
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Textbox 3: MAS holds the annual sixth lecture in Yousef Sayegh Lectures on Development

Since 2009, MAS has organized an annual lecture in a series of instructive and educational lectures on
economic development in memory of the late renowned Palestinian economist Yousef Sayegh. Each year,
the lecture is given by a renowned professor in economy and development. The 2014 lecture, titled 'A tri-
level model of social change: analyzing and designing paths for social transformation’, was given by
Matthias Weiter, Professor of Development Studies at Humboldt University of Berlin.

Yousef Sayegh (1916-2004)

Yousef Sayegh was a leading Palestinian figure, one of the most prominent Arab economists of the twentieth
century, a scholar, a national figure and a prominent political activist who dedicated his entire life for
Palestinian and Arab development studies. He was a pioneer in the research of Arab economic integration
and the prospects for sustainable development in Palestine- developing these topics into full-fledged fields of
study. During his membership in the Executive Committee of the Palestine Liberation Organization, he was
a man of principles and was known for his intellectual independence. He played a prominent role in building
the PLO's capacity in strategic economic planning. His efforts were culminated in leading the team that
drafte?4 the PLO's program for the reconstruction and development of the Palestinian economy (1994-
2000)™.

Previous lectures

So far, six lectures of the series have been held. The first lecture, in 2009, was given by the United Nations
Assistant Secretary-General for Economic Development, Jomo Kwame Sudaram on "Development Strategy:
Lessons from the Global Economic Crisis". The second lecture was given by professor of economics at the
School of Oriental and African Studies—University of London, Mushtaq Khan on "Post-Oslo state-building
strategies and their limitations." The 2011 lecture on "Knowledge Society: Challenges and opportunities for
economic and regional development- the role of higher education and research institutions" was presented by
scholar Isam Shahrour, a Palestinian professor of civil and urban engineering at the University of Science
and Technology of Lille. The fourth lecture was given by Dr. George Abed, a Palestinian who serves as an
advisor to the Department of Africa and the Middle East at the Institute of International Finance—
Washington. The 2013 lecture was presented by Professor Robert Wade (London School of Economics) on
"New industrial policy: the entrepreneurial state as a complement to private entrepreneurs."

2014 Lecture

The 2014 lecture took place in November. Matthias Weiter, Professor of Development Studies at Humboldt
University of Berlin, talked about "A tri-level model of social change: analyzing and designing paths for
social transformation." The presentation focused on methods of decision-making (enactment of laws) in
modern societies.

Figure 1: The three levels of social change
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" For further information on Dr. Yousef Sayegh, see his book Yousef Sayegh, an incomplete biography. Dar Reyad Al-Rayes,

Beirut, 2009.
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Human communities are controlled by a range of formal and informal rules. The more a community
understands and sticks to these rules, the better the results. These rules have positive sides despite the
restrictions they impose on the decision-making processes. The main advantage of the regulative framework
is the assumption that when we observe and respect these rules, we expect others to be bound by them. This
enhances the security of members in a community and increases their ability to anticipate the consequences
of their behavior.

The system and mechanisms of enacting laws are complicated. As the conditions produced these laws
change frequently, the laws themselves need to be modified. In order to better understand the complexities
of this system in modern societies, the lecturer presented the figure below:

In this model, the decision-making process comprises three stages:

The technical level (micro) represents the space underlying the practical daily activities.

The organizational level (mid-range or meso) regulates the activities that take place during the first level
within agreed rules.

The institutional level (macro) includes the more formal rules that govern the behavior of people, such as
laws and regulations.

In modern societies, these three levels interact horizontally (i.e., within the same level) and vertically (i.e.,
with one another).

Horizontal and vertical interaction

Ideas are generated in the first level, and they are discussed to produce proposals that can be tested and
studied to allow practical application. Now the ideas become proposals that the organizational level puts
under scrutiny— conducting a cost-benefit analysis, identifying stakeholders and formulating strategies. The
institutional level, in turn, considers these proposals— backed by studies and strategies—prepares drafts, and
initiates a debate on these drafts for the enactment of laws.

The levels function adequately only when there is a reciprocal interaction between them. One must, thus,
understand how these levels function horizontally and interact vertically. Both types of interaction occur
within an arena, a concept introduced in the 1990s by Elinor Ostrom who won Nobel Prize for economics in
2009. The arena is a forum for discussing the governance of natural resources and public goods, thus
functioning as a linkage between the three levels (vertical interaction).

The first arena, shown in Figure 1, represents the area in which the dialogue and interaction between the first
and second levels occur, while the second arena underlies the space in which the discussion between the
second and third levels takes place, and, at the same time, functions as a ground for the debate taking place
in the first arena. Therefore, the decision-making process in modern societies is interactive with a large
consensus; hence the high commitment.

From theory to practice

The lecturer emphasized that the success of developing countries in the decision-making process depends, to
a large extent, on the effectiveness of interaction between the three levels. Professor Weiter argued that the
application of the theoretical model may not be possible in some communities, particularly those with
dictatorial regimes, where the decision-making process is made from top to bottom without a significant
contribution from the other two levels. The application of this model in Palestine, according to Weiter, is
constrained by some key factors, such as the absence of a Legislative Council and the presence of the Israeli
occupation, which undermines institutional control over land and other resources and constrains public and
individual freedoms.
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4. The banking sector

4.1 Key changes in the consolidated

balance sheet for banks

Table 4-1 summarizes

the changes
occurred in the key items of the consolidated

that
and the 2013 corresponding quarter.

balance sheet for banks operating in Palestine

Table 4-1: Consolidated balance sheet for licensed banks
operating in Palestine- as of end 2014 Q3

Item*

Total assets

(USD millions)
2013 2014
Q3 Q4 Q1 Q2 Q3
10,984.5 11,191.2 11,450.8 12,006.0 11,895.2

in 2014 Q3 compared to the previous quarter

Direct credit facilities 4,404.0 4,480.2 4,675.5 4902.5 48434
Deposits at PMA & Banks 3,7184 4,130.3 4,1084 3,999.8 4,359.2
- Deposits held by PMA 976.2 996.6 984.0 10476 11311
- Deposits held by Banks 348.6 452.6 472.4 486.3 441.4
- Banks' offshore deposits 23936 26811 2652.0 2465.9 2786.7
Securities Portfolio 850.8 857.3 788.4 901.7 937.2
Cash and precious metals 1,2003  956.0 1,023.3 1,180.6  808.8
Investments 148.5 155.1 158.6 143.4 147.1
Bankers' acceptances 4.9 7.6 53 5.8 4.4
Other assets 657.6 604.7 691.3 872.2 795.0
Total liabilities 10,984.5 11,191.2 11,450.8 12,006.0 11,895.2
Total deposits of the public**  8,181.3  8,303.7 84544 87653 8,884.0
Proprietorship 1,309.0 1,359.9 14112 1,376.5 1,410.7
Deposits of PMA and Banks 813.8 900.2 911.1 970.6 839.2
- Deposits held by PMA 184.1 189.5 200.0 249.2 279.8
- Deposits held by Banks 330.7 445.4 458.6 470.5 427.0
- Banks' offshore deposits 299.0 265.3 252.5 250.9 1324
Other liabilities 219.4 167.5 202.7 415.6 260.1
Allocations and depreciation 461.0 459.9 471.4 478.0 501.2

Source: PMA — The Consolidated Balance Sheet for Banks, Seﬁtember 2104.

* The items listed in the table above are aggregate (including a

ocations).

** Public deposits comprise the deposits of both the private and public sectors (non-

bank deposits).

1. Assets

The net assets of banks stood at USD 11.9
billion end of 2014 Q3, a decrease of 0.9
percent from the previous quarter (the first
time since Q2 2012) due to the decline of cash
and precious metals item, in addition to a drop
in credit facilities. Compared to the same
quarter of the last year, net assets of banks
were 8.3 percent higher. Below, we outline the
most important changes in the assets side.

<+ Direct Credit Facilities

Quarterly direct credit facilities totaled USD
4,843 million, a decline of 1.2 percent from
the previous quarter, but a growth of 10
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percent over the same quarter a year earlier.
The quarterly decline was a result of lower
facilities granted to the public and private
sectors (with 3.6 percent and 0.3 percent,
respectively) at the backdrop of the Israeli
aggression on the Gaza Strip in July and
August. The public sector's share of direct
credit facilities during 2014 Q3 was 27.5
percent compared to 72.5 percent for the
private sector.

By type of credit, loans represented 76.7
percent (up 3.7 percent from the previous
quarter), overdrafts fell to 23 percent and lease
financing made up 0.3 percent of total credit
facilities.



By region, the West Bank's share of resident
private sector facilities was a massive 85.3
percent versus a humble 14.7 percent for Gaza.
Within the West Bank, Ramallah area received
63.2 percent of the total West Bank's share,
while Nablus came second (with 10.6 percent).

Within the Gaza Strip, 69.1 percent of credit
went to Gaza governorate.

The US dollar continued to hold the biggest
share of credit facilities (57.6 percent), ahead
of the Israel shekel (30.5 percent) and the
Jordanian dinar (11.3 percent)— see Table 4-2.

Table 4-2: Distribution of direct credit facilities portfolio—
by Beneficiary, Type and Currency

(USD miillions)
2013 2014
Q3 Q4 Q1 Q2 Q3
By Beneficiary
Public sector 1,382.7 1,373.2 1,355.8 1,382.8 1,333.3
Resident private sector 2,983.4 3,070.5 3,285.1 3,491.2 3,484.4
— West Bank 2501.3 25771 27756 2954.8 29734
- Gaza 482.1 4934  509.5 5364 5109
Non-Resident private sector 37.9 36.5 34.6 28.5 25.7
By Type
Loans 3118.8 3207.7 34425 3577.0 3714.2
Overdraft 1,272.0 1,258.5 1,218.2 1,309.9 1,112.6
Lease financing 13.2 14.0 14.8 15.6 16.6
By Currency

USD 2,426.1 2,464.1 2,696.9 2,799.7 2,789.8
JD 4784  471.1 4724  513.1 54409
NIS 1,462.9 1,510.7 1,470.7 1,552.6 1,478.0
Other currencies 36.6 343 355 37.1 30.7
Total 4,404.0 4,480.2 4,675.5 4,902.5 4,843.4

Source: PMA — The Consolidated Balance Sheet for Banks, September 2104.

According to quarterly figures shown in Table
4-3, though their share fell to 25.8 compared
to the previous quarter, consumer goods
received the biggest piece of the private

sector's facilities, ahead of real estate and
construction (21.8 percent) and internal and
external trade (20.4 percent).

Table 4-3: Shares of various economic sectors of the facilities
granted to the private sector (%)

. 2013 2014

Economic Sector

Q3 Q4 Q1 Q2 Q3
Real estate and construction 21.8 20.9 21.4 21.2 21.8
Land development 1.9 1.8 1.7 1.8 1.1
Mining and manufacturing 6.2 7.2 7.0 7.1 7.0
Internal and external trade 18.1 19.8 19.3 19.2 20.4
Agriculture and livestock 1.2 1.2 1.9 1.9 1.2
Tourism, hotels and restaurants 2.0 1.9 1.7 1.7 1.7
Transport and communications 0.8 0.7 0.7 0.6 0.6
Services 8.0 7.8 10.3 10.6 10.5
Financing investment in equity and 1.9 1.6 1.2 1.0 0.8
financial instruments
Financing car purchase 4.2 4.2 3.7 3.7 4.5
Financing consumer commodities 29.0 28.5 26.8 26.6 25.8
Others in the private sector 4.9 4.4 4.8 4.6 4.5
Total Facilities (USD millions) 3,021.3  3,107.0 3,319.7 3,519.7 3,505.6

Source: PMA — The Consolidated Balance Sheet for Banks, September 2104.
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<+ Banks Deposits at the PMA

At the end of Q3 2014, assets held by banks
and the PMA totaled USD 4.359 million, a
growth of 9 percent over the previous quarter
due to a 13 percent lift in overseas assets of
banks and an 8 percent rise in deposits held at
the PMA against a 9.2 drop in interbank
deposits. As shown in Table 4-1, assets held
by banks and the PMA saw a growth of 17.2
percent as compared to Q3 a year earlier".

< Cash and precious metals
'Cash and precious metals' item at the end of
2014 Q3 sank 31.5 percent from the second

quarter of the year to USD 808.8 million on a
41.1 percent plunge in cash at banks operating
in Gaza and a 28.7 percent fall in cash at banks
operating in the West bank against the
backdrop of the difficulties of transferring the
shekel surplus to the Israeli banks.

2. Liabilities

Deposits of the public at the end of Q3 2014
totaled USD 8.884 billion, a growth of 31.4
percent over 2013 Q2 and 8.6 percent over the
previous year's Q3. Figure 4-1 shows quarterly
growth of public deposits from 2013 Q3 to the
end of 2014 Q3.

Figure 4-1: Growth in public deposits
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Source: PMA — The Consolidated Balance Sheet for Banks, September 2104.

In the target quarter, the public deposits
consisted of the public sector deposits (7
percent, a drop of 0.8 percent from the
previous quarter) and the private sector
deposits (93 percent). With 96.1 percent (or
USD 7.946 billion), the resident deposits
accounted for the bulk of the private sector
holdings, leaving only 3.9 percent for non-
resident deposits.

By region, Gaza's share grew 1.4 percentage
points to 11.6 percent (or USD 1.034 billion)
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accounts.

of the total deposits of the public, thanks to
generous governmental and non-governmental
transfers following Israel's attack on Gaza,
which paralyzed all economic activities and
decreased withdrawals from banks, thus
inflating deposits at banks. However, the West
Bank continued to retain its enormous share of
about 88.4 percent (or USD 7.850 billion) of
total public deposits. Figure 4-2 shows the
distribution of deposits and credit by
governorate in both the West Bank and the
Gaza Strip at the end of 2014 Q3.

Deposits held at the PMA comprise 68.8 percent of mandatory reserves, 13.6 percent of current accounts and 17.6 percent of other



Figure 4-2: Deposits and credit granted to governorates, as of end Q3 2014
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Source: PMA — The Consolidated Balance Sheet for Banks, September 2104.

By type, current deposits represented 40.6
percent of total public deposits, a growth of
4.5 percent over Q2 of the year. Saving
deposits made up 31.7 percent, an increase of

12 percent during the comparison period. Time

deposits constituted 27.7 percent, a decline of

12.1 percent from the previous quarter.

Table 4-4: Distribution of Public Deposits by Depositor,

Type and Currency
(USD millions)
2013 2014
Q3 Q4 Q1 Q2 Q3
By depositor
Public sector 730.2 6769 689.7 6845 6182
Resident private sector 7,186.0 7,345.4 77,4654 7,757.8 7,946.2
Non-resident private sector ~ 265.1 2814 2993  323.0 319.6
By type of deposit
Current deposit 3,317.1 3,339.2 3,380.1 3,450.9 3,607.6
Time deposit 2,380.9 2,381.6 2,410.2 2,803.2 2,462.8
Saving deposit 2,483.3 2,5829 2,664.1 25112 2,.813.6
By currency of deposit
USD 3,438.8 3,460.6 3,477.2 3,507.4 3,481.6
JD 2,067.7 2,106.0 22262 22842 23370
NIS 2,342.6 2,409.9 2,430.7 2,662.1 2,716.6
Other currencies 3322 3272 3203 311.6 3488
Total 8,181.3 8,303.7 8,454.4 8,765.3 8,884.0

Source: PMA — The Consolidated Balance Sheet for Banks, September 2104.

By currency of deposit, the USD retained its
dominance (with 39.2 percent of total
deposits), ahead of the Israeli shekel (30.6
percent) and the Jordanian dinar (26.3 percent
or an equivalent to USD 2.337 billion). Other

currencies' share was only 3.9 percent'®.

' The dollar exchange rate against the shekel is of

significance when considering the changes occurring in the
structure of public deposits in different currencies, as the
relative weight of each currency is calculated based on the
value of deposits denominated in U.S. dollars.
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PMA and banks deposits totaled USD 839.2
million at the end of Q3 2014, turning lower
by 13.5 percent compared to the previous
quarter of the year, as a result of a 47.2 percent
drop in banks' offshore holdings and a 9.2
percent fall in bank deposits. This decline was
counter to a 12.3 percent growth in PMA



deposits over the previous quarter and 3.1
percent over the same quarter of 2013. On the
other hand, the increase in the cumulative
profits for banks and the 1.8 percent rise in the
value of reevaluation reserves raised equity by
2.5 percent to USD 1.411 billion between the
second and third quarters of 2014.

<+ Profits of formal banks operating in
Palestine

The net profits of banks operating in Palestine

at the end of 2014 Q3 reached USD 31.3

million, compared to USD 34.6 million in the
previous quarter and USD 40.2 in the 2013
corresponding quarter. The January-September
cumulative bank profits totaled USD 106.4
million. Table 4-5 shows sources of revenue,
expenses and net profits of banks from 2013
Q3 to 2014 Q3.

Table 4-5: Sources of revenue, expenses and net income of banks

Net revenues

Interest

Commissions

Debt securities & investment

Operations of evaluating and exchanging
foreign currency

Hedging and trading
Other operating revenue

Expenses

Operating expenses
Allocations

Tax

Net income*

(USD millions)
2013 2014
Q3 Q4 Q1 Q2 Q3
116.9 122.2 118.6 123.8 122.7
87.5 89.8 893 92.1 91.0
20.5 22.3 19.8 215 217
1.4 3.2 3.0 2.1 0.5
6.2 5.0 4.4 6.4 7.2
0.08 0.05- 0.6 0.2- 1.0
1.2 2.0 1.5 1.9 1.3
76.7 91.9 78.1 89.2 914
63.8 69.7 64.7 753 772
1.7 1.4 1.6 0.3 0.03
11.2 20.8 11.8 13.6 142
40.2 30.3 40.5 346 313

Source: PMA: profit and loss statement, September 2014 (unpublished data).

* Net income = net revenue — expenses

4.2 Banking System Performance Indicators

The general indicators for the performance of
banks operating in Palestine show a 1.4
percentage points decline in the credit
facilities-to-total public deposits ratio, as
compared to the previous quarter, to 54.5

percent. Meanwhile, the ratio of private sector
facilities to the total deposits of the sector fell
1.1 percentage points to 42.5 percent during
the same comparison period.

Table 4-6: Banking System Performance Indicators (%)

Indicator

Equity / total assets
Interest income / total revenue

Credit facilities/ public deposits

Credit facilities of the private sector / private sector

deposits
Foreign investments / total deposits™

Nonperforming credit facilities/ total facilities

2013
Q4
12.2

73.5

53.9

2014
Q2 Q3
115 119
744 743
559 54.5

Q3
11.9
74.8
53.8

Q1
12.3
753
553

40.5 40.7 4277 43.6 425

35.7
2.9

38.2 36.8
29 29

34.6
2.6

383
2.7

Source: PMA — The Consolidated Balance Sheet for Banks, September 2104.
*Total deposits = public deposits + bank deposits (PMA deposits + bank deposits).
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By contrast, the ratio of foreign investments to
total deposits advanced 3.7 percentage points
to 38.3 percent on a 10.7 percent increase in
foreign deposits'” against a (.13 percent
decline in total deposits as compared to the
previous quarter of the year.

Meanwhile, the ratio of nonperforming credit
facilities to the total facilities grew from 2.6
percent in 2014 Q2 to 2.7 percent (or USD
128.5 million) in the target quarter. However,
compared to the same quarter in the previous
year, the ratio saw a negligible decline of 0.2
percentage points (see Table 4-6).

4.3 Average interest rates on deposits
and loans

Compared to the second quarter of the year,
2014 Q3 interest rates on JD deposits
decreased 0.06 percentage points to 2.13

percent, so did the USD interest rate, which
declined by 0.09 percentage points to 0.76
percent. Still, the NIS interest rates rose 0.06
percentage points to 1.46 percent. Meanwhile,
interest rate for the JD and the USD loans rose
to 9.35 percent and 6.57 percent, respectively,
while that for the NIS fell to 10.61 percent
from 11.05 percent in the previous quarter (see
Table 4-7).

4.4 Payments System

Payments system is the channel through which
funds are transferred between institutions,
businesses, financial institutions and banks.
The launch of the real-time settlements system
"Buraq' at the end of 2010 has made a
quantum leap in the settlement of financial
operations between member banks.

Table 4-7: Weighted average interest rates for deposits and loans (%)

Period JD USD NIS

Deposits Loans Deposits Loans Deposits Loans

Q1 1.70 8.69 0.45 7.33 1.09 11.65

2013 Q2 2.40 9.50 0.80 7.90 1.40 11.50
Q3 2.11 9.53 0.49 7.73 1.38 11.19

Q4 2.09 8.98 0.75 7.06 1.40 11.97

Average 208 917 062 751 132 1138
Q1 2.13 9.38 0.77 6.01 1.40 11.35

2014 Q2 2.19 8.71 0.85 6.18 1.40 11.05
Q3 2.13 9.35 0.76 6.57 1.46 10.61

Source: PMA: Quarterly Statistical Bulletin, September 2014.

< Check Clearing

Data from the Palestine Monetary Authority
clearance houses in both Ramallah and Gaza
show that 2014 Q3 saw an increase of 0.2
percent in the number of checks presented for
clearing over the previous quarter, though
their value was 2.8 percent lower. Of all
checks presented for clearing, those in the NIS
represented 92.9 percent, while those in the
USD and the JD constituted 4.4 percent and
2.7 percent, respectively.
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percent, respectively.

Returned checks, as compared to the previous
quarter, increased in number by 16.1 percent
and in value by 16.5 percent. This significant
rise resulted from a 113.4 percent jump in
returned checks in Gaza on Israeli attack
during the target quarter.

Overseas investments, facilities granted abroad and investment instruments operations rose 13 percent, 2.3 percent and 4.6



Table 4-8: Number and value of checks presented for clearing &
number and value of checks returned

Checks presented for clearing Checks returned
Quarter No. (checks) Vf‘;;fiégss)D No. (checks) Vﬁ:ﬁﬁ(()gss)l)
Q1 1,021,161 2,326.7 139,098 164.4
2013 Q2 1,075,125 2,705.5 111,954 159.3
Q3 1,093,428 2,698.0 112,562 161.3
Q4 1,156,713 2,837.5 123,730 174.2
Total 4,346,427 10,567.7 487,344 659.2
Q1 1,093,504 779.3,2 110,488 168.4
2014 Q2 1,140,775 802.0,2 107,158 154.0
Q3 1,143,268 724.5,2 124,461 179.4

Source: PMA: Quarterly Statistical Bulletin, September 2014.

<+ Buraq real-time settlement operations

During 2014 Q3, Buraq interbank real-time
settlement operations totaled 44,157 with a
value of USD 9,015.4 million, a growth of 3.1
percent over the second quarter of the year.
Operations between member banks comprise

bank transfers (50.4 percent), personal
remittances (20.3 percent) non-bank transfers
(19.6 percent), clearing (9 percent), stock
exchange transfers (0.2 percent) and other
transfers (0.5 percent)— (see Table 4-9).

Table 4-9: Total operations via Buraq, Q3 2013-Q3 2014

(USD millions)
Members 2013 2014
Q3 Q4 2013 total Q1 Q2 Q3
Number 2,081 1,893 8,223 2,101 2,230 1,894
Bank transfers
Value  3,928.7 3,246.7 14,822.97 3,636.1 3,877.6 4,545.1
. Number 36,337 34,7789 14,2926 3,5078 37,144 39,033
Personal remittances
Value 1,549.1 1,527.7 6,3449 1,557.5 1,823.6 1,833.4
Number 702 615 2,629 601 610 556
Non-bank transfers
Value 1,864.7 19455 17,3834 1,7443 2,164.8 1,766.3
. . Number 2,098 1,824 7,758 1,986 2,046 1928
Clearing remittances
Value 8,643 817.6 3,356.3 799.6 8349  809.8
Number 374 315 1,128 336 360 363
stock exchange transfers
Value 15.7 35.2 72.28 39.5 16 15.9
. Number 367 396 1,506 343 381 383
Other operations
Value 28.6 34.8 1,31.2 25.9 27 449
Number 41914 39,868 164,170 40,445 42,7771 44,157
Value 8251 7,607.6 32,111.1 7,802.9 8,743.9 9,015.4

Source: www.pma.ps
4.5 Specialized lending institutions'

Specialized lending institutions operate
through a network of branches and offices in
the West Bank and Gaza that totaled 66 end of
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ASALA, ACAD, FATEN, UNRWA, REEF and CHF.

2014 Q3, with 543 employees. So far, these
institutions have provided services to a large
number of clientele that reached 58901 (65.3

Data were obtained from the Palestinian Network for Small and Microfinance (Sharaka), an umbrella for six lending institutions:
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percent in the West Bank and 34.7 percent in
Gaza). Females represented 46 percent of
clientele end of the quarter. The loans granted
during the quarter totaled USD 104.8 million
(74.3 million in the West Bank and 30.5
million in Gaza). By beneficiary, the housing

sector had the biggest share (28.8 percent),
ahead of the commercial sector (21.9 percent),
the consumer sector (15.2 percent), agriculture
(13.7 percent), services (10.3 percent) and
production (10.1 percent)— see Figure 4-3.

Figure 4-3: Regional and sectoral distribution of SLI facilities

4.6 Palestine Stock Exchange

The Quarterly Economic and Social Monitor
outlines three groups of financial indicators of
the Palestine Stock Exchange:

4 Financial market indicators:

- Market capitalization': The share of
market capitalization on the Palestine
Stock Exchange in 2013 was 24
percent, compared to 28 percent a year
earlier.

- Number of listed companies: The
number of companies listed on the
Palestine Stock Exchange at the end of
Q3 2014 was 49 (9 companies
working in banking and financial
services; 12 manufacturing
companies; 7 insurance companies; 9
investment companies; and 12
companies working in services).

Liquidity Indicators

- Turnover calculates the volume or
value of shares traded on a stock
exchange during a day, month or year.
It is measured by dividing the value of

This indicator is used to measure the importance and role
of the financial market in an economy. It is calculated by
dividing the market value of shares listed on the market to
the GDP at current prices. The indicator is calculated for
the entire year rather than quarters.
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shares traded on the stock by their
value. In the target quarter, turnover
was 2 percent, the same figure
reported in the previous quarter. At the
sectoral level, the turnover of the
investment sector and the banking &
financial services sector was 2 percent
each, while services, insurance and
manufacturing sectors each had a
turnover of 1 percent.

4+ Degree of Concentration

This indicator measures the influence of
some large companies on changes
occurring in stock prices. The influence is
measured by calculating the contribution
of the top five or ten companies to the
value of shares traded on the stock market.
About 74 percent of the total value of
shares traded in Q23 2014 was held by the
largest five companies on the Palestine
Stock Exchange, namely, Palestinian
Telecommunications Group (34 percent);
Palestine Development and Investment-
PADICO (26percent), the National Bank
(16 percent); Arab Hotel Association (15
percent); and Palestine Mortgage and
Housing Corporation (11 percent).



The market value of shares for the companies
listed on the Palestine Stock Exchange at the
end of Q3 2014 reached USD 3.2 billion, up
from USD 3.1 billion in the previous quarter.
By sector, services retained their largest share
of the total market value (43 percent). The
banking and financial services sector came

second, with 26 percent of total value (see
Figure 4-4).

Value of traded shares was USD 54.86 million
in the third quarter of 2014, a decrease of 4
percent from the previous quarter (see Figure
4-5).

Figure 4-4: Value of shares listed on PSE- by sector, Q3 2014
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Figure 4-5: Value of shares traded on PSE, Q2-Q3 2014
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Of the total value of shares traded during the
quarter, the services sector acquired the largest
share (37 percent). The banking and financial
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services sector came second (33 percent),
while the investment sector's share was 25
percent (see Figure 4-6).



Figure 4-6: Value of shares traded on PSE- by sector, Q3 2014
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Al-Quds Index
Al Quds Index closed the 2014 third quarter at 511.14 points, a 8.33 point gain over the second
quarter of the year (see Figure 4-7).

Figure 4-7: Al-Quds Index, Q2-Q3 2014
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Textbox 4: Food security gap in the Arab countries

The Arab Forum for Environment and Development (AFED) held its annual conference in Amman on
November 26, 2014. The conference, which focused on Arab food security and tried to reach a realistic
analysis of the situation in the Arab countries, produced a detailed report with four broad goals™:

- To provide a scientific, realistic analysis of the food security state in the Arab region.
- To shed light on the key challenges for the Arab food sector.

- To discuss the sustainability options for food security.

- To propose paths of action so as to boost food security in the region.

Natural constraints and inadequate policies

The report explains that agricultural production in the Arab region faces serious challenges, particularly
droughts, limited arable land, scarce water resources, steady population growth and the impact of climate
change. The Arab countries, the report confirms, have so far failed, to a large extent, to address these
challenges. The crumbled agricultural sector is a product of inappropriate policies, poor investment in
science and technology, limited agricultural development and the absence of regional cooperation. The food
shortage is well demonstrated through the poor self-sufficiency figures: 46 for cereal, 37 percent for sugar
and 54 percent for fats and oils; i.e. an average shortage of about 50 percent (see Tables 1 and 2). Clearly,
self-sufficiency figures reveal significant shortages in food production, particularly cereal.

Table 1: Food self-sufficiency ratio in the
Arab countries

Food item 2005 2011

Cereal 49.74 45.55
Sugar 38.47 36.85
Fats and oils 28.12 54.35
Meat 80.80 76.19
Fruit and vegetables 98.49 106.19
Fish 103.09 98.19
Other food items 77.78 82.50
Average 70.48 71.69

Source: The Arab Forum for Environment and Development
2014

Water Stress

Food and water are closely linked. The Arab region suffers water scarcity, with an annual per capita share of
renewable water resources at 850 m’ compared to a global average of more than 6,000 m’. This regional
average conceals large variation between Arab countries, with 13 Arab countries suffering severe water
scarcity (less than 500 m® per capita). The situation is very worrying in six of these countries, where the
annual per capita ratio of renewable water is only 100 m®, which made the report create a new classification,
namely 'extraordinarily severe water scarcity.'

To give an account of water scarcity, it is enough to know that the bulk of water withdrawals (85 percent) in
the Arab region goes to support the agricultural irrigated areas in a sector with ineffective irrigation and
productivity. The scarce water resources, including the non-renewable groundwater, are under immense
pressures, with an average of 630 percent of the total renewable water in the Gulf Cooperation Council
countries, and up to 2,460 percent in Kuwait. According to FAO, water availability is considered a critical
issue only when 40 percent or more of renewable water resources are used for irrigation, while countries
could be defined as water-stressed if they withdraw more than 20 percent of their renewable freshwater
resources. Under this definition, 19 Arab countries are already water-stressed, with current rates by far
exceeding 20 percent.

Food self-sufficiency requires an integrated, comprehensive regional approach with awareness of the
reciprocal relationship between food, water and energy. It also requires a new agricultural sustainability
model that considers economic, social and environmental aspects. This way, a number of options can be

2 http://www.afedonline.org/Report2014/English.html

See also: http://newspaper.annahar.com/article/192790
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developed to improve food self-sufficiency, especially through the effective use of the available agricultural,
animal and fish resources. These options include:

Improving irrigation efficiency

The chances of producing more crops using less water is critical to fostering food security for countries
experiencing water scarcity. This depends on choosing the right kind of water conveyors and using more
effective ways of irrigation, such as sprinklers, drips and raised beds, as well as good farming practices. In
19 Arab countries, the average irrigation efficiency is lower than 46 percent. A rate of 70 percent irrigation
efficiency is estimated to provide 50 billion m’ of water annually, enough to produce over 30 million tons of
cereals, equivalent to 45 percent of cereal imports with a value of about USD11.25 billion at 2011 import
prices.

Boosting crop productivity

Crop productivity in the Arab region is generally low, particularly that of staple cereals whose productivity
lagged behind the world average over the last five decades, reaching about 1,133 kg/hectare in five of the
Arab major cereal producers (Algeria, Iraq, Morocco, Sudan and Syria), compared to a world average of
3,619 kg/hectare.

Research by the International Center for Agricultural Research in the Dry Areas (ICARDA) shows
encouraging results on wheat production in some Arab countries, such as Egypt, Morocco, Sudan, Syria and
Tunisia. Raised bed planting in Egypt resulted in 30 percent increase in grain yield, 25 percent saving in
irrigation water, and 72 percent in water use efficiency. Work in some developing countries has shown that
yields can be increased two to three times through rainwater harvesting, as compared with conventional dry
farming. Improving rain-fed cereal productivity in the Arab region (currently 800 kg/hectare) two to three
times has the potential of increasing cereal production by about 15 to 30 million tons, a remarkable increase
over the current cereal production of about 51 million tons.

Table 2: Self-sufficiency ratios (%)

Food commodities Cereal
Country

2005 2011 2005 2011
Bahrain 12.96 12.81 0.00 0.00
Kuwait 28.38 21.68 3.88 2.56
Oman 45.21 34.52 1.17 9.22
Qatar 12.18 9.90 3.12 0.37
Saudi 44.52 34.49 26.75 11.15
Arabia
UAE 21.13 18.66 0.85 1.06
Yemen 51.53 31.45 22.59 10.92
Iraq 75.34 82.84 55.51 95.42
Jordan 56.26 53.09 5.05 3.66
Lebanon 73.23 61.03 18.05 10.96
Syria 85.23 80.62 74.00 57.98
Palestine* 81.55 72.26 19.69 10.00
Egypt 83.68 78.96 69.63 56.30
Sudan 91.15 86.84 75.74 70.59
Algeria 53.48 70.04 29.88 31.96
Libya 44.95 43.09 10.79 7.06
Mauritania 68.49 70.03 19.17 36.04
Morocco 89.60 80.40 46.09 58.91
Tunisia 71.78 68.49 47.82 46.79
Djibouti 4.04 2.00 0.00 0.00
Somalia 69.17 74.26 32.89 33.00

Source: The Arab Forum for Environment and Development 2014

* Food and cereal self-sufficiency figures for Palestine seem overstated. Figures in the
table are obtained from the Arab Organization for Agricultural Development. According
to FAO, food shortage in the West Bank and Gaza (the value of food imports as % to
exports of goods) was 60 percent in 2011, while the food self-sufficiency ratio was
roughly 60 percent. At the same time, cereal self-sufficiency was virtually O percent. See:
http://faostat3.fao.org/compare/E
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Water productivity and reuse

In addition to increasing the efficiency of irrigation, the productivity of water can economically and
practically be boosted through either the allocation of water to higher value crops or 'the more crop per drop'
productivity indicator. Water productivity can be maximized through complementing and reinforcing water
with a composite of factors, such as best farming practices: modern irrigation methods, improved drainage,
protected cultivation, improved seeds, optimizing fertilizer use, innovative crop protection technologies and
extension services. Besides, farming practices and water consumption habits are conducive to raining water
productivity.

Wastewater is still largely untapped in all Arab countries. Municipal wastewater (domestic and industrial)
produced in the Arab region amounts to about 14,310 million m’ , of which about 6,872 million m’ is treated,
i.e., only 48 percent of the total production, with the remaining quantities discharged without treatment. A
modest amount of treated wastewater is used for agriculture in the Arab countries. For example, Egypt,
Jordan, Morocco, and Tunisia use only about 9 percent of treated wastewater for irrigation. The GCC
countries use almost 37.3 percent of the total treated wastewater in agriculture.

In the Arab region, where food production is heavily dependent on rain-fed agriculture and already scarce
freshwater resources are declining rapidly, the alternative of water reuse for irrigation should be encouraged.
According to FAO, converting from rain-fed to irrigated agriculture can increase yields of most crops by 100
to 400 percent and can permit the growth of different crops with higher income value.

Reducing post-harvest losses

These losses are attributable to inadequate methods used in harvesting, processing and storing crops, as well
as ineffective services of the food supply chain. It is estimated that the annual losses of grains in Arab
countries were about 6.6 million tons in 2012. In addition, loss in imported wheat in some Arab countries
can be as high as 3.3 million tons due to ineffective import logistics. The combined loss value of cereals and
imported wheat amounted to about USD 3.5 billion in 2011 import prices, representing 40 percent of the
total value of wheat produced in all the Arab countries or four months of wheat imports.

Developing livestock and fish resources

Arab countries are endowed with significant resources of animal and fish. The Arab region is self-sufficient
in fish production, but still imports 25 percent of its meat demand, and this percentage is expected to rise in
the future due to steady population growth rates and improved wealth and urbanization. In the face of severe
droughts and large areas of wasteland, rain-fed and pastoral livestock production remains the most flexible
system; hence the need for enabling policies that support access to pastures. Besides, integrated systems for
crop and livestock production create opportunities to increase output, diversify production and ensure
economic sustainability of plant and animal production.

Fisheries resources in the Arab region have a great potential, not only to meet domestic demand, but also for
export. In 2013, fish exports reached 912,460 tons, with a total value of USD 3 billion, and the prospects for
growth are possible. The development of this sector involve, among other things, remarkable investments as
well as enactment and reinforcement of laws regulating the industry.

Fish are abundant source for protein, just like meat. Since livestock depletes scarce water resources, and in
order to reduce meat intake (on economic and health accounts), the consumption of fish must be encouraged
through an awareness campaign that focuses on healthy food consumption patterns and the sustainability of
agricultural resources.

Integrated Arab food security based on comparative advantages

The report concluded that cooperation between the Arab countries on the basis of comparative advantages in
agricultural and financial resources is essential to enhancing food security at the regional level. To be
effective, cooperation requires an approach based on aligning national strategies and agricultural policies;
increasing investment in science, technology and agricultural development; and putting in place regulations,
measures and incentives conducive to the appropriate use of resources, thus preserving productive land and
water resources, the cornerstone for regional and national agricultural production.
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5. Investment Indicators
5.1 Company Registration

The Ministry of National Economy registers
companies in Palestine under two different
laws in effect in the West Bank and the Gaza
Strip?'. This issue of the Monitor records the
new companies registered in Q3 2014 in the
West Bank only because data on the
registration of companies in the Gaza Strip are
not available to the Ministry of National
Economy in Ramallah.

The number of companies newly registered in
the West Bank in the target quarter was 311,
down 56 (or 15 percent) from the previous
quarter and 4 (or 1 percent) from the 2013
corresponding quarter (see Table 5-1).

Table 5-1: New companies registered in the West Bank (2008-2014)

Quarter 2008 2009 2010 2011 2012 2013 2014

1 247 454 334 389 319 272 440
2 334 412 428 373 278 317 367
3 315 349 164 287 228 302 311
4 287 438 290 337 245 281
Total 1,183 1,653 1,216 1,386 1,070 1.172

Source: Ministry of National Economy- Ramallah, Department of Company

Registration, 2014.

The new companies registered in 2014 Q3 had
a capital of JD 47 million*, down 17 percent
from the previous quarter. By sector, data
available show that with 24 percent (JD 11.6
million), the trade sector held the largest share

in the quarter. Tourism came second with a
share of 20 percent (JD 9.6 million). Industry
and services ranked third and fourth, with 19
percent and 17 percent, respectively (see
Figure 5-1).

of the capital of newly-registered companies

Figure 5-1: % distribution of the capital of new companies registered
in the West Bank- by Economic Activity, Q3 2014

Industry, 19%\ Construction, 15%

Health, 1% \

Tourism, 20%—"

——Trade, 24%

Agriculture, 4%
Services, 17%

Source: Ministry of National Economy- Ramallah, Department of Company
Registration, 2014.
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Jordanian Companies Law No. (12) of 1964 is applied in the West Bank, while the Companies Law No. (18) of 1929 is applied in
the Gaza Strip.

In Q3 2014, companies were registered in two currencies: the U.S. Dollar and the Jordanian Dinar. The exchange rate was
calculated according to the quarterly rate of the Jordanian dinar exchange rates against the U.S. Dollar (0.7051).
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The companies registered in 2014 Q3 had
different legal forms: 147 public ordinary
companies (with 27 percent of total capital),

and 164 private joint stock companies (with 72
percent of total capital)— see Table 5-2.

Table 5-2: Distribution of the value of capital of companies registered
in the West Bank- by Legal Form, 2013 & Qs 1-3 2014

(JD millions)
Legal form
Period  pyblic Private Public Foreign Private  Total
Ordinary Shareholding Shareholding Shareholding

Q12013  13.936 16.346 0 14.346 44.628
Q22013  15.370 33.357 0 18.730 67.457
Q32013  10.220 33.430 0 86.059 129.708
Q42013  11.555 36.713 2 50.133 100.402
2013 51.081 119.846 2 169.268 342.195
Q12014  20.882 38.295 0 0.672 59.244
Q22014 16.743 29.534 0 11.345 57.627
Q32014 13.010 34.651 0 0 47.662

Source: Ministry of National Economy- Ramallah, Department of Company Registration, 2014.

5.2 Building Licenses*

The building licenses issued during a given
period may be taken as a significant indicator
of investment activity, in general, and
investment in the housing sector, in particular.
In general, the number of licenses issued in
Palestine does not include all building
activities in the construction sector, as a
relatively large part of the construction
activities, especially in rural areas, is not
registered or licensed. Besides, the number of
building  licenses changes seasonally-
increasing in the second and third quarters

(during summer),while declining in the first
and fourth quarters (during winter).

Building license data show a decline of 16.7
percent in the number of building permits
during Q3 2014 compared to the previous
quarter and a drop of 8.1 percent from the
previous year's corresponding  quarter.
Quarterly data also show that building areas
licensed in the target quarter fell 11.1 percent
from the previous quarter and 12.4 percent
from 2013 same quarter.

Table 5-3: Building licenses issued in Palestine: Q3 2013-Q3 2014

Indicator

Total licenses issued

Residential buildings
Non-residential buildings

Total licensed areas (in 1000 sq m)

2,219
2,026
193 183 206 190 173
1,047.1 854.6 1,149.4 1,032.0 917.6

2013 2014

Q3 Q4 Q1 Q2 Q3
2,137 2,445 2447 2,039
1,954 2239 2257 1,866

Source: Palestinian Central Bureau of Statistics (2014): Building Licenses Statistics,

Ramallah - Palestine.

5.3 Cement Import

During this quarter, the quantity of cement
imported into Palestine declined 20.3 percent
from the second quarter of the year, but rose
0.2 percent over the prior year's same quarter.

23

The cement entering Gaza plunged 75 percent
from 2014 Q2 and 83 percent from 2013 Q3
following the Israeli offensive (see Table 5-4).

Building licenses in Area C are issued by the Israeli occupation authorities.



Table 5-4: West Bank and Gaza Imports of Cement: 2013-2014

Region 2013
Q1 Q2 Q3
West Bank 246.4 3935 3275
Gaza 13.1 13.8 13.0
Palestine 2594  407.2 340.6

(in thousand tons)

2014
Q4 Q1 Q2 Q3
346.2 3506 4192  339.1
11.8 5.6 9.3 23
358.0 356.2 4285 3414

Source: Palestinian Central Bureau of Statistics: Administrative Records, 2014.

Ramallah, Palestine.

5.4 Vehicle Registration

This section records the number of new or
used vehicles registered for the first time in the
West Bank and imported from Israel and
abroad. Vehicle registration indicator can
mirror the economic situation of the
population, on the one hand, and the degree of
reliability and optimism about the future
economic conditions, on the other. Since
vehicles are expensive and because they are
often purchased through borrowing from
banks, improvement in this indicator reflects
the confidence of both people and banks in the
sustainability of employment and the ability of
debtors to pay obligations.

During the target quarter, about 4529 new and
second-hand vehicles were registered in the
West Bank, up 3 percent from the previous
quarter and 13 percent from the same quarter a
year earlier. Around 50 percent of vehicles
registered in the West Bank during this quarter
were second-hand imported from abroad,
while 37 percent were new cars imported from
abroad, and the rest (13 percent) were used
vehicles purchased from the Israeli market. It
should be noted that the PA does not allow
importing new vehicles from Israel (see Table
5-3).

Table 5-5: New and used vehicles newly registered in the West Bank

Vehicles from

Vehicles from Vehicles from the

international international Israeli market Total

market (new) market (used) (used)
Q32013 1,482 2,053 465 4,000
Q22014 1,601 2,241 560 4,402
July 445 702 127 1,274
August 576 816 200 1,592
September 636 783 244 1,663
Q32014 1,657 2,301 571 4,529

Source: Department of Customs and Excise, unpublished data.

5.5 Hotel Activity

The total number of hotels operating in the
Wet Bank end of Q3 2014 fell to 109 from 113
in the second quarter of the year. During the
quarter, the number of hotel guests reached

99.,811(a decrease of 26.5 percent from 2013
corresponding quarter and 51.8 percent from
2014 Q2). These guests lodged 272,567 nights
in the West Bank's hotels (see Table 5-6).

Table 5-6: Key Hotel Indicators in the West Bank, 2012-2014

Indicator 2012 2013 2014
Total Q1 Q2 Q3 Q4 Total Q1 Q2
No. of operating hotels 98 101 107 111 113 113 116 113
Average no. of employees 2,449 2,635 2,793 2,794 2,950 2,797 3,035 3,010
No. of guests 575,495 120,478 153,183 135,808 190,893 600,362 149,526 207,083
No. of nights stayed 1,336,860 279,591 376,848 321,264 489,517 1,467,709 361,711 493,104
Average room occupancy 1,513.7 1,212.0 1,539.2 11,3741 1,703.3 1,458.5 1,527.4 2,029.4
Average bed occupancy 3,652.6 3,106.6 4,141.2 3,492.0 5,320.8 4,021.1 4,019.0 5,418.7
Room occupancy % 29.1 22.0 26.2 22.9 28.0 24.8 23.0 30.6
Bed occupancy % 30.7 24.6 30.7 25.5 38.3 29.9 27.3 36.9

Source: PCBS, 2014: Hotel Activity in the West Bank
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Textbox 5: Palestine-Jordan trade: Encouraging technical indicators
but dominating non-tariff barriers

Recently, the Palestine Trade Center— Pal Trade published an assessment study on trade between Palestine
and Jordan®. The study sought to assess the impact of both the 1995 Palestine-Jordan free trade agreement
(which removed tariffs on certain goods) and the Greater Arab Free Trade Area— GAFTA® (which removed
tariffs and liberalized trade in all goods between Arab countries) on trade between the two economies. The
study found that trade between Palestine and Jordan is humble, as Palestine's exports to Jordan in 2012, the
best year ever, were barely 7 percent of the total exports. In 1997, Palestinian exports to Jordan had a value
of USD 17 million, but fell sharply in subsequent years before rising slowly and gradually again to USD 17
million in 2005. Since then, they have started to grow, reaching USD 55 million in 2013, or about 6
percent of the total Palestinian exports. On the other hand, Jordan's exports to Palestine totaled USD 60
million in 1999, then, just like Palestinian exports, suffered a severe decline, but started to rebound
thereafter, reaching USD 91 million in 2013, which is only 1.2 percent of Jordan's total exports.

Table 1: Key Palestinian exports to Jordan (%)

Period 1996-2000 2001-2005 2006-2013
Building stone 20% Building stone 12% Building stone 20%
Soap 17% Soap 12% Soap 3%
Hotdogs and 5% Hotdogs and 12% Hotdogs and 8%
similar products similar products similar products
8% 3% Pharmaceutical 3%
Oranges Oranges
products
Marble 7%  Marble 10% Marble / Granite 7%
Margarine 11% Margarine 4%  Scrap 13%
Total 68% 53% 54%

The figures are based on data from "Trade between Palestine and Jordan," P. 20-22.

Table 2: Key Palestinian imports from Jordan (%)

Imports As % to total exports
Cell phones 16%
Cereal-processed food 2%
Aluminum profiles 2%
Polymers of ethylene in primary forms 3%
Metal tanks and barrels 8%
Paints 3%
Cement 9%
Electric power 8%
Aluminum molds 2%
Mineral water and soft drinks 7%
Total 61%

Palestinian Central Bureau of Statistics, Foreign Trade, 2013.

Table 1 records the Palestinian key exports to Jordan in three periods. Obviously, these exports are limited in
quantity and type (with the exception of pharmaceutical products that replaced oranges in the past few
years). The six items in the Table make up 53-68 percent of the total Palestinian exports to Jordan. Table 2
registers the most important imports from Jordan, with more than 60 percent of the total exports. However,
around 16 percent of exports (cell phones) are re-exports (foreign goods already imported to Jordan from a
foreign country).

The study used a number of indicators to examine the likelihood of expanding the Palestinian-Jordanian
trade:

< Trade Concentration Index measures the degree of export concentration on a limited number of
products. The more the concentration, the more the vulnerability of an economy to sudden economic

#  Pal Trade (2014): An evaluation study and a position paper: Trade between Palestine and Jordan, the impact of the Greater Arab
Free Trade Area of the Palestine-Jordan bilateral trade agreement and understandings.
»  Palestine had joined the GAFTA in 1998, i.e. before the agreement entered into effect in 2005.
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shocks. According to the study, the index value of Palestinian exports to Jordan is 0.123 versus 0.065,
the value of the index for Palestinian imports from Jordan. This indicates that Palestine's imports from
Jordan are more diversified than its exports to the same country, suggesting that the potential of
increasing Palestinian imports from Jordan is higher than the probability of increasing Palestinian
exports to Jordan.

< Finger-Kreinin-Index measures differences/similarities between Palestinian and Jordanian exports to
the global market, with / denoting an absolute match and 0 indicating an absolute mismatch. The FKI
for Palestine-Jordan exports is 0.111, suggesting little similarity and different productive infrastructures,
and therefore, the chances of trade creation between the two economies under free trade agreements will
be relatively less than the chances of trade diversion. Bottom line, the potential for creating strong trade
opportunities at the productive level is not likely.

< Revealed comparative advantage index calculates the relative advantage of exports of a certain
country in a certain class of goods or services. For Palestine's exports of stone, for example, the index
measures the ratio of stone exports to total Palestinian exports divided by the stone's share in total world
exports. If the value of this index is greater than 1, then Palestine has a comparative advantage in stone
exports market. Table 3 presents the revealed comparative advantages for a number of Palestinian and
Jordanian products. As clearly shown, Palestine has comparative advantages for 14 products, with
marked high values in 4 products. Jordan has comparative advantages for 15 products, with marked high
values for 5-6 products. The index shows where each of the two countries has peculiarity, as well as
promising areas for the potential of expanding trade between the two countries®.

Table 3: Revealed comparative advantages for Palestinian and Jordanian exports (2012)

Jordan Palestine
Product # Product RCA Product # Product RCA
310490  Fertilizers containing potassium, bag> 10 kg 6,257 680229 Sawed/cut stone 9,576
251010  Extracted Calcium phosphate 495 720430 Iron and tin scrap 763
611420  Cotton apparel and textile 1,037 680221 Sawed/cut marble 484
300490  Fresh and refrigerated tomatoes 3 392321 Sacks 70
310290  Pharmaceuticals 1,693 240220 Cigarettes 30
611490  Fertilizers containing nitrates, bag> 10 kg 829 150910 Extra virgin olive oil 119
070200  Non-cotton apparel and textile 65 640199 Waterproof Labels & Stickers 2,270
300390  Composite drugs, in bulk 49 940350 Wooden bedroom furniture 40
710812  Non-cash manufactured gold 1 441520 transportation platforms 143
010410  Live sheep 251 940429 ﬂg‘;ﬁfﬁ; ARG e
280920  Phosphoric and poly-phosphoric acids 57 760429 Aluminum pipes and poles 28
283421 Potassium nitrate 340 300490 Pharmaceuticals 0.96
711319  Jewelry and precious metals, except silver 2 690810 Ceramic tiles 501
080930  Fresh peaches and nectarines 90 040310 Dairy products 98
854411 Insulated winding wires 29 390190 Crude Phenyl ether polymers 17

An evaluation study and a position paper: Trade between Palestine and Jordan.

Conclusion and recommendations

The study found that despite the partial removal of tariff barriers between the two countries in 1995 and a
complete removal in 2005, trade is still minimal and much less than that presupposed between two neighbors
with political, social and historical ties as well as opportunities for economic integration. The limited trade is
a result of Jordan's loose commitment to the logistical implementation of the trade agreements and the non-
customs obstacles it imposes. Jordan, the paper concludes, does not commit itself to checking the quality and
safety of food and drugs. Additionally, it refrains from regulating the service trade between the two
countries. So far, Jordan has placed problematic procedures on registering the branches of the Palestinian
companies in Jordan, denying the Palestinian suppliers the opportunity to compete for bids in Jordan.
Further, the Jordanian side does not update the Palestinian companies on the latest procedures for exporting
to Jordan. Moreover, the Jordanian regulatory system does not protect the Palestinian companies facing
problems in collecting arrears from Jordanian dealers and customers. The study concluded that a real
integration and an expansion of trade between the two economies occur only when these obstacles are
removed.

% Atef Kubursi calculated the revealed comparative advantages for all Arab countries, including Palestine, in 1998 and 2008. See:

Kubursi, A. (2010) Arab Trade: Data, Models and Issues, UNCTAD Development Account project, UNCTAD.
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6. Prices and Purchasing Power

6.1 Consumer Prices

Consumer price index in Q3 2014 picked up
1.92 percent from the second quarter of the
year and 2.25 percent from the same quarter of
the previous year. The hike was largely due to
a 4.2 percent increase in prices of food stuff

and soft drinks group, a 1.13 rise in prices of
medical services and a 1.08 percent increase in
furniture & home appliances group (see Table
6-1).

Table 6-1: Average CPI Change in Palestine, by Commodity Group

Group

Food stuff and soft drinks
Alcohol, beverages and tobacco
Textiles, apparels, and footwear
Lodging and related supplies
Furniture & home appliances
Medical care

Transportation & travel
Telecommunications
Recreational & cultural goods & services

Educational Services

Restaurant, cafe, and hotel services
Miscellaneous goods and services

General CPI
Source: PCBS.

% Change in Q3 2014 % Change in Q3 2014

over Q2 2014 over Q3 2013
4.20 2.44
5.59 9.01
0.04 (1.45)
0.47 3.76
1.08 (1.04)
1.13 9.05
0.33 (2.77)

(0.80) (2.61)
0.56 (1.37)
(0.40) (2.39)
0.20 4.46
0.34 8.73
1.92 2.25

* Figures in brackets indicate negative values (decline in prices).

Table 6-2 depicts the movement of prices of
some commodity groups in Palestine during
2014 Q3 compared to 2014 Q2. Looking at
some representative commodity groups in
details, the prices of fresh vegetables saw a
32.19 percent hike. Particularly, the prices of
tomatoes climbed by 46.98 percent (one Kg of
local greenhouses tomatoes would be sold for
NIS 4.41 during September 2014). Similarly,
cucumbers price surged by 46.05 percent,
which brought the price of one Kg of local
greenhouses cucumbers up to NIS 3.59 during
September). Likewise, the price of poultry
picked up by 6.44 percent (the price of local
fresh skinned chicken reached NIS 16/ 1 kg in
July). Similarly, the prices of dairy and eggs
were 3.86 percent higher. Particularly, prices
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of eggs edged up 13.46 percent (the price of
local fresh eggs was NIS 17.95 / 2 kg carton in
July). Likewise, the prices of fresh fruit group
rose by 2.66 percent. The price of lemons, for
example, notched a significant increase of
40.26 percent (the price of Israeli lemons
reached NIS 5.2 / 1 kg in August), while
banana prices rose 22.81 percent (the price of
middle-size bananas climbed to 5.95/ 1 kg in
September).

By contrast, car fuel prices saw a drop of 0.44
percent (e.g. the price of Israeli diesel reached
NIS 6.64/ 1 liter during August 2014, while
the price of unleaded Israeli gasoline 95 octane
was NIS 7.18 / 1 liter in September).



Table 6-2: Price movement of selected
commodity groups in Palestine

Commodity Group

Car fuel

Domestic fuel

Fresh Vegetables
Fresh Meat

Sugar

Rice

Fresh Chicken

Flour

Dairy Products & eggs

Fresh Fruit
Source: PCBS.

% Change in Q3 2014
over Q2 2014

(0.44)
0.70
32.19
0.42

(0.15)
1.72
6.44
0.18
3.86
2.66

* Figures in brackets indicate negative values (decline in prices).

6.2 Producer Prices and Wholesale Prices

The Wholesale Price Index (the sale price to
industry and commerce retailers or producers,
including VAT and freight/shipping costs) saw
a little increase of 0.53 percent during Q3
2014 over Q2 of the year and a 0.98 percent
rise from the previous year's corresponding
quarter. This substantially resulted from a 3.03
percent hike in the prices of agricultural
commodities (which constitute 29 percent of
the wholesale price index value). Meanwhile,
the prices of the fishing group dipped 3.26
percent; those of mining and quarrying
declined 1.19 percent; and those of
manufactured goods (which represent 70
percent of the wholesale price index value)
slipped 0.47 percent. The leap in the
Wholesale Price Index reading was primarily a
result of a 2.48 percent climb in the prices of
locally-produced goods versus a 1.59 percent
drop in the wholesale prices of imported
goods.

The Producer Price Index (prices received by
domestic producers for their output after all
taxes are deducted, including VAT and
freight/shipping costs) rose 2.41 percent over
the previous quarter and 1.07 percent over
quarter 3 a year earlier. This increase resulted
from a 7.38 percent gain in the prices of
agricultural products (which represent 36
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percent of the producer price basket) and a
0.25 percent rise in the prices of mining &
quarrying. At the same time, prices of fish &
shrimp were 4.72 percent lower. Similarly,
prices of manufactured goods (which represent
61.66 percent of the producer price basket) fell
slightly by 0.29 percent.

The boost in the Producer Price Index was
induced by a 2.63 increase in the prices of
locally produced-and-consumed goods (2.14
percent) and a 0.24 percent rise in the prices of
export-oriented goods.

6.3 Construction and Road Costs Index

The Construction Cost Index measures the
changes that occur in the prices of construction
materials and services. During Q3 2014, the
West Bank Construction Cost Index saw a
slight increase over the previous quarter (0.29
percent for residential units and 0.43 percent
for none-residential units).

The Road Cost Index (which detects changes
in the prices of materials and services used in
the construction of roads in the West Bank)
saw a scant 0.12 decline percent from the
previous quarter (see Table 6-3).



Table 6-3: Change in the West Bank's Construction and Road Costs Index (CRCI)

CRCI

Construction costs for

Construction costs for

Quarterly Percentage
Change

Construction Construction

Period residential buildings = non-residential buildings Ll costs for costs for non- Road
B 100 = 2013 Base year Base month: residential residential cost
ase year100 = 100 = 2013 December 2008 = 100  buildings buildings
April 2014 100.71 100.68 117.63 0.17 0.18 (0.10)
May 2014 100.63 100.63 117.09 (0.08) (0.05) (0.46)
June 2014 100.77 100.91 117.31 0.14 0.28 0.19
Q22014 100.70 100.74 117.34 0.35 0.43 0.02
July 2014 100.71 100.85 117.48 (0.06) (0.06) 0.15
August 2014 100.71 100.90 116.85 0.00 0.05 (0.54)
September 2014 101.56 101.76 117.28 0.84 0.85 0.37
Q32014 100.99 101.17 117.21 0.29 0.43 (0.12)
Source: PCBS.
* Figures in brackets indicate negative values.
6.4 Exchange rates and purchasing power”
The consumer price index during 2014 Q3 decrease in the exchange rate during the year
was 1.92 percent higher than its value in 2014 (see Table 6-4). Put differently, the purchasing
Q2. This coincided with a 1.46 percent rise in power for individuals who receive their wages
the exchange rate of the USD against the NIS and salaries in USD or JD fell by 4.16 percent,
(NIS 3.52 for 1 USD, according to the PMA), compared to a decline of 2.25 percent for those
suggesting a 0.45 percent drop in the USD receiving their wages and salaries in NIS (an
purchasing power compared to the previous equivalent of the inflation rate during the
quarter. The same change also applies to the year).This calculation is based on two
Jordanian dinar, which has a fixed exchange assumptions: that those receiving their salaries
rate against the USD. The year-on-year and wages in USD or JD have their entire
purchasing power of the two currencies sank spending only in the NIS; and that the nominal
by 4.16 percent as a result of a general 2.25 value of salaries and wages is constant.
percent rise in prices and a 1.91 percent
Table 6-4: Average Change in Purchasing Power and Exchange
Rates of USD and JD against NIS
C USD / NIS JD /NIS
onsumer .
Period price Inﬂatn:n Average Changein Changein Average Changein Change in
index* rate exchange exchange purchasing exchange exchange purchasing
rate rate (%) power (%) rate rate (%) power (%)
Q1 107.1 0.45 3704  (3.672)  (4.118) 5225  (3.676)  (4.123)
2013 Q2 106.7 (0.40) 3.630  (2.005) 1.607) 5120  (2.005) (1.607)
Q3 107.7 0.93 3.585 (1.251) (2.178) 5.053 (1.310) (2.237)
Q4 108.8 1.01 3.526 (1.638) (2.646) 4.973 (1.575) (2.583)
Q1 109.5 0.64 3.496 (0.848) (1.484) 4.931 (0.855) (1.491)
Q2 108.0 (1.31) 3.466  (0.874) 0.432 4891  (0.814) 0.491
S 110.1 1.92 3.516 1.461 0.461)  4.960 1.422 (0.499)
July 109.7 1.54 3423 (0.962)  (2499) 4.827  (0.973)  (2.510)
August 110.2 0.53 3.496 2.156 1.623 4.931 2.149 1.616
September 110.4 0.17 3.629 3.808 3.641 5.122 3.880 3.714

Source: Calculations based on data obtained from the PMA and the PCBS.
® Base year =2010

7 Purchasing power is defined as the value of a currency expressed in terms of the amount of goods or services that one unit of

money can buy. It is directly dependent on the nominal income of the consumer, the change in the rate of prices and currency
exchange rate. The change in the purchasing power (assuming constant income) can be measured as: (rate of change in the
exchange rate of the currency against the shekel) plus (the rate of inflation).
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Textbox 6: Trade relations between Jordan and Israel

Israel-Jordan trade relations began after concluding the 1995 trade and economic cooperation agreement
between the two parties right after the 1994 Israel-Jordan peace treaty (Wadi Araba). The agreement defined
three classes for Jordanian goods that can be exported to Israel with preferential terms: full, 50 percent and
20 percent customs exemption. Israeli goods entering Jordan, on the other hand, have 10 percent exemption
for the first three years and 5 percent thereafter. According to the agreement, this variation in trade
preferences corresponds to the gap in the levels of economic growth between the two economies, with an
envisaged purpose of developing trade and economic relations to reduce that gap®™. Other agreements
between the two countries were concluded later. First, there was the 1997 QIZ which provided that
Jordanian goods produced in QIZ-notified areas can directly access US markets without tariff or quota
restrictions. To qualify, goods produced in these zones must contain a certain volume of Israeli input. The
second agreement was an amendment of the original trade agreement, so as to account for the
recommendations of the tripartite meeting on the ‘accumulation of origin' between Jordan, Israel and the
European Union in March 2005%.

Figure 1: Israel-Jordan Trade
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The relations were marked by two different periods (separated by 2008-2009 period): the 1995-2008 period
saw a constant growth of Israeli exports to Jordan, reaching a peak in 2008 (USD 288 million.); and the
2008-2013 period marked by a drop in Israeli exports to USD 100 million in 2013. The Jordanian exports to
Israel were modest between 1995 and 2009, but they grew significantly after that to reach USD 266 million
in 2013 (i.e. an annual growth of 70 percent). This turned Jordan's trade balance deficit of USD 182 million
in 2008 to a surplus of USD 168 million in 2013.

Table 1 shows Jordanian-Israeli imports and exports. Obviously, there has been a substantial change in
imports during the two decades. While accounting for more than one-third of Jordan's imports from Israel in
2008, leather garments' ratio went down to almost zero in 2013. This change probably explains the switch in
the balance of trade between the two countries, as garment import probably meant to meet the requirements
of the Qualifying Industrial Zones. However, with Jordan's free trade agreement with the United States in
200, this cooperation waned, downplaying the QIZ agreement, and thus reducing the need to import semi
ready-made garments from Israel.

Concerning Jordan's exports, there is a notable increase in chemicals and plastics share, growing from 5
percent in 2000 to nearly half of total exports in the last few years. Agricultural products have retained their
large share of around 33 percent, which is almost the same proportion for Jordan's total agricultural products
imports from Israel.

From these figures, it appears that trade between the two countries, after nearly two decades of signing the
trade protocol, is still limited. After all, Israel's exports to Jordan are barely 0.15 percent of its total exports.
Also, Jordan's exports to Israel are less than 5 percent of the country's total exports. However, if the gas deal

28

http://www.jedco.gov.jo/jedcod/agreement/agree _text a?agree type=05&d_no=445
¥ http://mfa.gov.il/Style%20Library/ AmanotPdf/4-27021-8479.pdf
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is implemented, these figures will definitely change®. Above, Israel's dream of making Haifa port an
alternative to the traditional transit through Syria to Iraq and Jordan's imports from Europe and Turkey could
change the picture. Israel is currently undertaking a long-term plan to develop the port of Haifa, building a
railway between the port and Bisan near the Jordanian-Israeli border, as such preparing itself to be a major
player in the region's transit traffic’'.

Table 1: Israel-Jordan Trade

Agricultural wl(\)’f;lt::i;ld Chen:iical (l::;’g::’ e(fl.:ie[fltrl;iecnt ¢ VI an.d . HaEd o
products construction . and and ransportatlon e jCtey USD
materials plastic footwear machinery equipment Ll
Jordan's exports to Israel
1996 11.5% 11.2% 15.9% 2.0% 22.1% 1.2% 91% 27.1% 5.1
2000 9.6% 13.4% 4.4% 0.4% 15.6% 0.4% 21.8% 34.5% 36.7
2005 17.7% 9.1% 14.4% 1.5% 1.8% 1.1% 12.5% 42.0% 60.9
2008 24.1% 7.8% 29.2% 3.3% 2.7% 7.6% 7.7% 17.6% 105.9
2010 9.7% 8.7% 46.1% 0.1% 11.8% 1.6% 32% 18.9% 94.1
2012 21.1% 3.8% 48.6% 0.1% 21.2% 0.5% 37% 1.0% 205.5
2013 33.0% 3.4% 43.1% 0.0% 16.2% 0.5% 31% 0.7% 266.5
Jordan's imports from Israel
1996 29.4% 14.5% 14.2% 1.6% 25.7% 2.6% 109% 1.0% 9.0
2000 5.7% 18.8% 11.9% 0.4% 26.1% 2.9% 29.7% 4.6% 38.9
2005 6.9% 25.3% 14.3% 3.8% 15.1% 11.4% 20.8% 2.5% 116.2
2008 13.2% 14.9% 13.9% 33.1% 6.7% 5.9% 79% 4.3% 288.5
2010 9.7% 11.4% 7.6% 55.9% 6.2% 6.8% 20% 0.5% 185.6
2012 22.3% 10.6% 11.0% 24.0% 8.5% 16.3% 23% 5.0% 154.0
2013 35.7% 12.2% 12.2% 0.1% 17.6% 17.9% 31% 1.1% 98.5

Source: Israeli central bureau of statistics| Database tool

30 See Monitor 38, Textbox 7.
3 http://www.israports.co.il/portsdevelop/masterplan/tochnitav/documents/%D7%9B % D7 % A8 % D7 %9 A%20%D7%90-4%?20-

9020israeli%?20ports%20-%20regional %20transit%?20traffic %20potential. pdf
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7. Foreign Trade
7.1 Balance of Trade

The balance of trade is an account of a
country's registered exports and imports of
goods and services. The Q3 2014 value of
registered” commodity imports totaled USD

from the previous quarter and 6.7 percent from
the 2013 third quarter. These figures suggest a
deficit of USD 1013 million in commodity
trade balance, a drop of 13.2 percent from the

1213 million, down 12.6 percent from Q2
2014 and 9.3 percent from the same quarter of
2013. The value of commodity exports was
USD 200 million— a decline of 9.4 percent

previous quarter and 9.8 percent from the 2013
same quarter (see table 7-1).

Table 7-1: Imports and Exports of Registered Goods and Services, 2012-2014

(USD millions)
Indicator 2012 Q1/2013 Q2/2013 Q3/2013 Q4/2013 2013  Q1/2014** Q2/2014** (Q3/2014**
Goods imports ~ 4,697.4 1,175.0 1,333.2 1,338.1 1,317.6  5,163.9 1,246.7 1,387.9 1,213.3
Service imports*  119.0 31.2 36.3 32.6 36.3 136.3 43.6 45.4 38.7
Goods exports 782.4 204.2 224.9 214.6 256.9 900.6 210.7 221 200.3
Service exports*  157.8 42.2 48.3 46.6 48.7 185.8 37.1 38.5 35.2

Source: Registered Foreign Trade, PCBS (2014).

* Exports and imports of goods and services from and into Israel only.
** Data for 2014 are shown as obtained from official sources, and might be subject to modification.
NOTE: Preliminary data for 2013 were replaced by actual data from the registered trade report, 2013.

Meanwhile, the recorded service imports from
Israel plunged 14.8 percent from the previous
quarter, but grew 18.7 percent from the 2013
corresponding quarter. Service exports, in
turn, shrank 8.6 percent over the previous
quarter of the year and 24.5 percent from Q3 a
year earlier. The quarterly change produced a
deficit of USD 3.5 million, which is a 49.3
percent lower than the figure reported in 2014
second Q (see Table 7-1).

7.2 Balance of Payments

The balance of payments consists of two main
items: the current balance and the capital and
financial account. The current balance in the
balance of payments, on the other hand,
comprises three items: the trade balance, the
return to factors of production and the balance
of current transfers.
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The current account deficit in the target quarter
totaled USD 246.3 million, down 55.3 percent
from the previous quarter and 57.8 percent
from the prior year's corresponding quarter.
The decline in the current account deficit
resulted from a significant increase in the
balance of current transfers. The current
account deficit in the target quarter was an
outcome of a trade balance deficit of USD
1.363 billion against a surplus of USD 349.1
million in the income balance (generated
mainly from Palestinian workers abroad) and a
surplus of USD 803.5 million in the current
transfers (49.1 percent from international aid).

The current account deficit was financed by
the surplus in the capital and financial account,
which secured USD 372.2 million (see Table
7-2).

Registered imports and exports are those recorded in the clearance accounts of trade between Palestine and Israel (including



Table 7-2: Palestinian Balance of Payments, Q3 2014

(USD millions)
Q2/2013 Q3/2013 Q4/2013 2013** Q1/ Q2/ Q3/2014
2014 2014
1. Trade balance of goods and services* -1,231.2 -1,248.1 -1,186.6 -4,732.2 -1,304.7 -1,504.3 -1,398.9
- Net goods -1,213.9 -1,2194 -1,191.8 -4,682.7 -1,284.6 -1,462.7 -1,362.9
- Net services -17.3 -28.7 5.2 -49.5 -20.1 -41.6 -36.0
2. Income balance 289.7 305.1 3133 1,160.3 338.5 354.7 349.1
- Workers' remunerations received from abroad 280.7 300.6 308.0 1,140.5 328.5 343.8 319.2
- Investment income received from abroad 33.4 31.6 31.6 123.3 38.9 37.4 51.5
- Income paid abroad 24.4 27.1 26.3 103.5 28.9 26.5 21.6
3. Balance of current transfers 148.6 359.5 3248 1,188.5 571.7 598.2 803.5
- Net transfers to the government 95.1 271.9 156.1 735.3 186.1 205.4 392.8
- Net transfers to other sectors 213.1 250.7 3699 1,127.6 4979 507.4 524.3
-Transfers paid abroad 159.6 163.1 2012 6744 1123 114.6 113.6
4. Balance of current account (1 +2 +3) -7929 -583.5 -548.5 -2,3834 -3945 -551.4 @ -246.3
5. Net capital and financial account 689.3 5012 576.8 2,1446 371.7 463.6  372.2
- Net capital transfers 99.6 100.3 136.5 551.3 75.7 76.0 78.5
- Net financial account 589.7 400.9 440.3  1,593.3  296.0 387.6 293.7
- Net direct foreign investment 8.6 35.4 72.1 224.0 50.8 18.6 48.2
- Net portfolio investment 3.1 229 1952 1868 817  -1104  -42.7
- Other net investments 560.6 309.7 2237 1,203.6 67.6 441.0 365.8
- Change in reserve assets (- = rising ) 17.4 32.9 -50.7 211 95.9 38.4 -77.6
6. Net errors and omissions 103.6 82.3 -28.3 238.8 22.8 87.8 -125.9

Source: PCBS and the PMA, 2014. Preliminary quarterly results of the Palestinian Balance of Payments.
Note: The modifications of the time series for quarterly balance of payments data in the table are based on the updated
national accounts.

In fact, the capital and financial account
represents a debt on the national economy as
long as it has a positive value. Technically
speaking, there should be a perfect balance
between the current account deficit, on the one
hand, and the surplus of capital and financial
account, on the other. In other words, the net
value of these two items must be zero.
However, there is often a gap between them,
usually recorded under 'errors and omissions',
the value of which was USD 125.9 million in
the target quarter.

7.3 External Assets, Liabilities and Debt

At the end of 2014 Q3, Palestine's foreign
assets totaled USD 5,936 million, of which 3.2
percent was in the form of direct investment
abroad, while portfolio investment represented
19.5 percent. At the sectoral level, foreign
investment of banks accounted for the bulk of
total foreign assets (approximately 75.6
percent)— see Table 7-3.

At the same time, the total external liabilities
(domestic investments and assets held by
foreigners) reached USD 4,675 million (52.2
percent as foreign direct investment, 14
percent as foreign portfolio investment, and
33.8 percent for other foreign investments).

These figures suggest that overseas
investments by Palestinians were USD 1.171
billion higher than total external liabilities.
This  difference, however, should be
considered with caveat, as the majority of
overseas investment by Palestinians takes the
form of deposits by Palestinian banks abroad,
let alone the foreign currency traded in the
Palestinian economy. In the target quarter,
indeed, foreign direct investment in Palestine
outweighed actual Palestinian investment
abroad by USD 2,265 million.

Palestine's external debt, in the meantime,
totaled USD 1.616 billion end of 2014 Q3,
with the government and the banking sector as
the main debtors: 68.1 percent on the former
and 28 percent on the latter.
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Table 7-3 : Net international investment
position (NIIP) as of end Q3 2014

(USD millions)
Item Balance as of
end Q3 2014
Total assets 5,936
Direct foreign investment abroad 190
Foreign portfolio investment abroad 1,161
Other foreign investments abroad, including 3,957
Currency & deposits 3,925
Reserve assets 628
Total liabilities 4,765
Direct foreign investment in Palestine 2,486
Foreign portfolio investment in Palestine 667
Other foreign investments in Palestine 1,612
Net assets 1,171

Source: PCBS and PMA, 2014.
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Textbox 7: Human capital behind 40 percent of growth in Israel

Bank of Israel's Journal 'Recent Economic Development' published a report that focused on the human
capital of Israel and its long-term role in the economy®. A country's human capital is measured by the
average number of years of schooling for the prime working age population. The report found that Israel's
human capital grew from 10.1 in 1974 to 13.4 in 2011, making Israel 16™ among advanced economies.

The per capita GDP in Israel saw an actual annual growth of 1.8 percent during 1974-2011 period. The
report utilized a model that calculates the contribution of human capital to economic development (i.e. return
to schooling) and found that Israel's growth in human capital during the study period led to a 0.7 percent
annual growth in per capita GDP, i.e., the growth in human capital was responsible for 40 percent of per
capita GDP growth. According to the report, the human capital contribution to the growth in Israel has
diminished with time. Long-term prospects indicate that the rate of increase in human capital is dwindling
due to several reasons. There are no expected waves of educated immigrants such as those that took place in
the wake of the collapse of the Soviet Union. Also, the weight of population groups that tend to acquire less
education is increasing, and the population is aging.

The report conducted a simulation which showed that in the next 50 years, human capital is expected to
contribute 0.1 to 0.3 percent to growth per year, which is far below the rate reported over the past four
decades. Human capital contribution to growth is dependent mainly on the extent to which the ultra-
Orthodox population integrates into higher education in parallel with its integration into the labor force.

The report emphasized that the politicians in Israel are fully aware of these problems. In December 2013, the
Knesset unanimously passed a 'business concentration' law which encourages competition between
companies, reduces the hierarchical structure of management in economic clusters, and lowers overlap
between production companies and financial institutions. Much debate is currently taking place about the
reform of the business environment to enable emerging businesses in Israel. Part of the effort is reforming
Tel Aviv Stock Exchange to facilitate the registration of high-tech companies. Another is allowing sovereign
funds, with expected huge amounts of money after the large natural gas discoveries in Israel, to invest in
emerging businesses.

3 The development of education in Israel and its contribution to long-term growth.

Bank of Israel: Recent Economic Development, 136
http://www.boi.org.il/en/News AndPublications/RegularPublications/Research%20Department%20Publications/RecentEconomic
Developments/develop136e.pdf
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Key Economic Indicators in the West Bank and the Gaza Strip for the years 2000-2013

Indicator | 2000 [ 2001 | 2002 | 2003 [ 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013

Population (mid year, thousands)

- Occupied Palestinian Territory 3,053.3 | 3,138.5 | 3,225.2 | 3,314.5 | 3,407.4 | 3,508.1 | 3,612.0 | 3,719.2 | 3,825.5 | 3,935.25 | 4,048.40 | 4,169 4,293 4,420
e West Bank 1,943.7 [ 1,992.6 | 2,042.3 | 2,093.4 | 2,146.4 | 2,203.7 | 2,262.7 | 2,323.5 | 2,385.2 | 2,448.4 | 25133 [ 2,580 2,649 2,719
e Gaza Strip 1,109.7 [ 1,145.9 [ 1,182.9 | 1,221.1 | 1,261.0 | 1,304.4 | 1,349.3 | 1,395.7 | 1,440.3 | 1,486.8 | 1,535.12 [ 1,589 1,644 1,701

Labor Market
¢ Employment (thousands) 600 505 477 564 578 603 636 690 667 718 745 837 858 885
e Participation Rate (%) 415 387 38.1 40.3 40.4 40.4 41 41.7 412 41.6 41.1 43 434 43.6
e Unemployment (%) 14.1 25.2 313 25.6 26.8 235 23.7 21.7 26.6 24.5 23.7 20.9 23 234
e West Bank 12.2 21.6 28.2 23.7 22.8 20.4 18.8 17.9 19.7 17.8 17.2 17.3 19.0 18.6
e Gaza Strip 18.9 34.0 37.9 29.1 35.3 30.3 34.8 29.7 40.6 38.6 37.8 28.7 31.0 32.6
National Accounts**

* GDP (US $ million) 4,313.6 | 4,003.7 | 3,555.8 | 3,968.0 | 4,329.2 | 4,831.8 | 4,910.1 | 5,505.8 | 6,673.5 | 7,268.2 | 8,913.1 | 10,465.4 | 11,279.4 | 12,579.4
¢ Household Consumption 3,713.0 | 3,594.6 | 3,217.7 | 3,736.3 | 4,270.3 | 4,891.7 | 5,111.7 | 5,595.3 | 6,575.8 | 6,822.8 | 7,976.0 | 9,199.0 | 9,693.6 [ 10,890.9
¢ Public Consumption®# 1,098.9 | 1,116.4 | 9858 | 906.0 |1,227.0|1,363.3 | 1,374.5 | 1,6032 | 1,832.8 | 2,342.7 | 2,500.8 | 2,892.3 | 3,126.9 | 3,295.7
¢ Final Consumption of NGOs 153.8 | 170.8 | 180.2 | 195.8 | 1749 | 194.6 | 208.5 | 251.9 | 339.9 351.4 378.7 403.4 464.9 477.6
e Gross Capital Formation 1,358.9 | 1,184.2 | 930.5 | 1,143.0 [ 1,151.5 | 1,241.3 | 1,155.1 | 1,204.9 | 1,371.9 | 1,504.8 | 1,921.5 | 1,863.8 | 2,378.5 | 2,775.4

GDP per capita (US$)
o Current prices 1,518.9 | 1,369.4 | 1,181.8 | 1,281.4 | 1,358.1 | 1,470.1 | 1,448.8 | 1,575.6 | 1,855.5 [ 1,963.2 | 2,338.7 | 2,664.9 | 2,787.2 | 3.015.8
¢ Constant prices (base year 2004) [ 1,526.7 | 1,345.0 | 1,143.7 | 1,267.0 | 1,358.1 | 1,459.4 | 1,360.1 | 1,406.0 | 1,449.1 | 1,529.8 | 1,606.4 | 1,752.5 | 1,807.5 | 1,788.1

Balance of Payments***

* Commodity Exports 339 282 318 348 378 378 562 569 631 666 1,525 1250 | L675
* Commodity Imports 1,980 | 1,507 | 1,782 | 2,300 | 2,613 | 2,738 | 3,280 | 3,511 | 4,136 4,319 6,188 6,134 | 6,122
¢ Net Balance of Goods Trade (1,641) | (1,224) | (1,464) | (1,952) | (2,236) | (2,352) | (2,718) | 2,942) | (3,504) | (3.653) | (4,663) | (4,884) | (4,447)
* Services Exports 117 103 154 192 202 179 252 357 579 831 686 649 608
* Services Imports 603 600 475 519 451 455 634 698 931 1,143 948 1,032 | 1038
* Net Balance of Services Trade 486) | 497 | 3200 | 327) | @49 | 275 | 382 | 342) | (352) (312) (262) (353) (430)
¢ Current Account @®875) | @52) | 854) | (1,330 [ (1,020) | (944) | 467) | 530 (713) 691 | 2.430) | 2.815) | (1,317)
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Indicator | 2000 | 2001 | 2002 | 2003 | 2004 [ 2005 [ 2006 | 2007 | 2008 | 2009 [ 2010 | 2011 [ 2012 | 2013
Exchange Rates and Inflation
e Average US$/ NIS 4.086 | 4.208 | 4.742 | 4.550 | 4.477 | 4.482 | 4.454 | 4.110 | 3.587 3.929 3.739 3.578 3.85 3.61
* Average JOD/NIS 5811 | 5928 | 6.674 | 6417 | 6307 | 6317 | 6292 | 5812 | 5.061 | 5.542 5.275 5.050 5.43 5.09
o Inflation Rate (%)*** 2.8 12 57 4.4 3.0 4.1 3.8 1.9 9.9 2.75 3.75 2.88 2.78 1.72
Public Finance (US $ million, on Cash Basis)
o Net Domestic Revenues 939 273 290 747 1,050 | 1,370 | 722 1,616 | 1,780 | 1,548.4 | 1,9004 [ 2,176 2,240 2,320
o Current Expenditures 1,199 | 1,095 | 994 1,240 | 1,528 | 1,994 | 1,426 | 2,567 | 3273 | 2,920 2,983 2,952 3,047 3,250
¢ Development Expenditure 469 340 252 395 0 287 281 310 - 46.8 275.1 296 211 168
¢ Budget Surplus (before aid) 1260( | (822) | (704) | (493) | @78) | (624) | (704) | (951) | (1,493) | (1,342) | (1,083) | (776) (307) (931)
e Grants & Assistance 510 849 697 620 353 636 1,019 | 1,322 | 1,763 | 1,402 1,277 978 932 1,358
o Surplus after Aid 219C | )313(C | )259¢ | )268( | H125¢ | )275¢ 34 61 270.2 (144) (81) %94) (36) 259
o Public Debt 795 1,191 | 1,000 | 1,236 | 1,422 | 1,602 | 1,494 | 1,439 | 1,406 | 1,736 1,883 2,213 2,483 2,376
Banking Sector (US $ million)
o Assets/Liabilities 4,593 | 4,430 | 4,278 | 4,728 | 5,101 | 5,604 | 5,772 | 7,004 | 5,645 | 7,893 8590 9,110 9,799 | 11,195
o Equity 242 206 187 217 315 552 597 702 857 910 1,096 1,182 1,258 1,362
¢ Deposits 3,508 | 3,398 | 3,432 | 3,625 | 3,946 | 4,190 | 4216 | 5,118 | 5,847 | 6,111 6,802 6,973 7,484 8,306
¢ Credit Facilities 1,280 | 1,186 942 1,061 | 1,417 | 1,788 | 1,843 | 1,705 | 1,829 | 2,109 2,825 3,483 4,122 4,430

Source: Palestinian Central Bureau of Statistics, the Palestinian Monetary Authority.
West Bank: excluding the part of Jerusalem governorate which was annexed by Israel following its occupation in 1967 (with the exception of unemployment and population figures).
oK The national accounts data are in current prices and taken from the revised time series issued by the PCBS in September 2014. For more information on the revised data see the text box no. 2 in the current
volume of the Monitor)
Foreign trade figures are taken from the Balance of Payments tables prepared by the PCBS and the PMA.
##%%  The inflation rate is calculated as the percentage change of consumer price index relative to the average in previous year.
- Figures in brackets are negative.
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