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PREFACE 

This analysis of the infrastructure sector was prepared by Policy Research 
Incorporated (PRI) as part of an assessment of development opport:,nities in the 
Occupied Territories. That assessment, initiated in December, 1991, included a 
review of eight sectors: agriculture, education, finance znd credit, health, industry, 
infrastructure, trade, and water and sanitation. The process by which the reports 
were developed included: 

1) 	 on-site data collection by two American development experts, Dr. Irene 
Jillson-Boostrom (Senior Technical Advisor) and Dr. Alan Richards 
(International Consultant); 

2) 	 the preparation of literature and information syntheses by Palestinian 
experts in each of the sectors (see attached list); 

3) 	 review of extensive documents across the sectors (including more than 300 
docume.ts from the Occupied Territories, Israel, donor organizations and 
relevant general development reports); 

4) 	 preparation of the draft analyses for each sector, with Dr. Jillson-Boostrom 
preparing those for health, industry, infrastructure and trade and 
Dr. Richards preparing those for agriculture, education, finance and water; 

5) 	 follow-up data collection and analysis by Dr. Jillson-Boostrom (to clarify 
issues and obtain acdditional data, when possible); and 

6) 	 preparation of the final development report for each sector and of the 
cross-sectoral analyses, by Dr. Jillson-Boostrom. 

Each of the eight sectoral reports follows a consistent outline, as follows: executive 
summary of findings, introduction (including a discussion of the importance of the 
sector for development and key issues, if any), sectoral status and trends, 
institutions involved in the sector, constraints to development, and development 
opportunities. Citations for data and information presented in the reports are 
included at the end of each report; the Executive Summary does not contain 
specific citations. In addition, each report includes two appendices: 1) Context of 
Development in the Occupied Territories(background relevant to all sectors), and 2) 
Visions of a Sustainable Future,(a discussion of the overall potential for development 
in the Occupied Territories). In order to contribute to the discussion of sectoral as 
well as cross-sectoral needs and development opportunities, a particular effort was 
made to describe the organization and function of each sector in the Occupied 
Territories insofar as possible. 

The sectoral reports are intended to add to the resources available for those 
involved in development planning in the Occupied Territories. in reviewing these 
reports, it should be recognized that circumstances have limited the degree to 
which preparation of these documents has followed standard sector analysis 
procedures. Data limitations are discussed in each of the documents; such 
limitations exceed those that pertain in many developing countries. Curfews and 
strikes hamper data collection. Thus far the final draft documents have not been 
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reviewed by those involved in development planning and implementation in the 
Occupied Territories in order to ensure that the documents accurately reflect the 
reality of each sector. Nor is it possible to ensure that the complete range of 
opinion and all available data sources have been included, although every effort 
was made to do so. 

The conclusions and recommendations presented in the sector analyses are 
intended to serve as examples for Palestinians, donors and others involved in 
development planning for the Occupied Territories. It is recognized that each 
entity involved in this process wfill have its own specific world view and 
development goals to which these recommendations may or may not relate. The 
goals included in this report (in Appendix 11, Table 2), based on general 
development goals derived from World Bank documents and other sources, are 
intended to stimulate ideas and discussion. 
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Physical infrastructure-communications, energy and transportation-is a vital link 
for economic and social development. Without adequate infrastructure, the 
productive private sector cannot adequately compete in domestic or global 
markets. In addition, the use of physical infrastructure projects as a means of jobs 
creation has historical precedent and is increasingly seen as an option in countries 
with increasing unemployment, including the U.S. With the exception of relatively 
small investments in road networks and rural electrification projects, donors have 
not been involved in this sector. When donors have invested in the physical 
infrastructure sector, villagers have shared the cost of most road construction or 
repair projects. 

Bezek, a semi-public Israeli company which liaises with the Israeli Civil 
Administration (CIVAD), controls all telecommunications in the Occupied 
Territories. Of 400 villages in the West Bank, only 80 have telephone service. This 
is largely due to impediments to access to the communications network rather 
than to potential customers' ability to pay for service. Even in the urban areas, 
demand for telephone service far exceeds supply; for example, as of 1991, there 
were 12,500 applications for service pending in the West Bank. While no 
comparable data are available for the Gaza Strip, it is generally agreed that the 
communications system lags behind that of the West Bank. In both areas, repair 
and maintenance are minimal, with frequent service breakdowns and long delays 
before repairs are initiated. Notably, although several of the vocationaVtechnical 
schools provide training in telephone repair, instruction in this area is restricted 
for security reasons by the Government of Israel (GOI). 

While 95% of urban areas in the Occupied Territories are supplied by electricity 
continuously, less than half of all rural areas have continuous access. More than 
25 villages in the West Bank have no electrical supply whatsoever. Although quasi­
public municipal electrical companies have existed in the Occupied Territories 
since 1928, the system has been, for the most part, tied to the Israeli grid since 
1967. The municipal companies serve as distribution networks, purchasing 
electrical supply from the Israel Electric Corporation. However, they have little 
auLlority to plan adequately for appropriate distribution and scarce finances for 
operations and maintenance, training of staff or implementation of alternative 
energy projects. In part as a result of scarce funds, power stations and peripheral 
equipment have deteriorated significantly. CIVAD has not allowed the Palestinian 
municipal power companies to expand capacity and has disallowed most new 
rural electrification projects; however, the municipal companies have been 
permitted to expand their capacity to supply electricity to the settlements in their 
areas. 

Since there is no airport (to which Palestinians have access), no operating seaport 
and no railway system in the Occupied Territories, Palestinians are entirely 
dependent on the road network for transportation. Particularly in the rural areas, 
this road network is wholly inadequate, with scarce funds being allocated for 
maintenance. The Gaza Strip, as in other sectors, has a substantially poorer road 
system than does the West Bank. There is only one main road in the Gaza Strip 
from Gaza City to Khan Younis to which Palestinians have access; when that road 
is closed, access from one end of the Strip to the other is minimal. Because 
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Palestinians may not themselves ship goods from airports and seaports in Israel,
roads are particularly important for the productive private sector in the Occupied
Territories, since they are the only route currently open to Palestinians for export
of goods through Israel and Jordan to other export markets. 

Finally, the GOI makes minimal investment in physical infrastructure in the 
Occupied Territories (but encourages donors to do so). Donors, on the other hand,
have scarcely funded this sector; moreover, they do not seem inclined to support
physical infrastructure which will benefit the productive private sector, with the 
exception of agricultural roads. Because Palestinians themselves have little if any 
means of supporting such projects, the infrastructure is currently inadequate to 
support significant improvements in economic development in the Occupied 
Territories. 

Table 1, found on page 22 of this report, presents a summary of conclusions and 
recommendations for infrastructure. 
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II. INTRODUCTION 

A. 	 IMPORTANCE OF PHYSICAL INFRASTRUCTURE FOR 
DEVELOPMENT IN THE OCCUPIED TERRITORIES 

This report focuce.- on the physical infrastructure sector-energy, transportation 
and communications. Because electrical energy is the dominant form of energy 
used i, the West Bank and Gaza Strip, the sectoral analysis pertaining to energy 
will address electrification only. Water supply, usually considered part of the 
infrastructure sector, is such a critical issue in the West Bank and Gaza Strip that 
a separate analysis has been prepared in a companion report. The service sector, 
which is in some development literature termed "social infrastructure," is discussed 
in separate reports on education and health, with related physical infrastructure 
(health facilities and schools) considered within those reports. Economic 
infrastructure projects related to agriculture (e.g., slaughterhouses and cold storage 
facilities) are discussed in the companion report, Agriculture in the Occupied 
Territories. Finally, because at lease two donors (the European Community (EC) 
and A.I.D.) are funding studies of housing in the West Bank and Gaza Strip, 
housing ("shelter projects") is discussed only briefly in this report. 

Infrastructure, an often neglected topic in the discussion of economic 
development, is linked with every other sector of the economy and provides a 
foundation for ercnomic development through jobs creation and as an essential 
part of the prodLctive and service economy. The linkages between and among 
transportation, communications, energy and the productive sectors of agriculture 
and industry, for example, are well documented. Road networks facilitate the 
transfer of goods and services across sectors, and the service and productive 
economies are dependent on energy and communications especially foragriculture 
and industry. 

The population distribution of Palestinians is an important consideration for 
infrastructure, as large proportions of villages are without communications, 
electricity and/or adequate roads (see discussion in each of these subsectors). As 
of 1990, one-quarter of the population lived in 446 villages with populations of 
5,000 or less, with 15% living in the 376 villages with populations of 2,500 or less. 
Communications are also deficient in the refugee camps in which 17% of the 
Palestinians lived in 1990.' 

B. 	 KEY ISSUES 

The Janus-like nature of infrastructure has confounded development experts for 
some time. While physical infrastructure undeniably contributes importantly to 
economic growth, it can also absorb a large proportion of the funding for the other 
sectors. In a World Bank treatise on investment in development, Baum and Tolbert 
described the significant contribution of physical infrastructure as follows: 

"Often more effective than subsidies in alleviating poverty, while 
at the same time stimulating economic growth, has been the provision 
of infrastructure--roads, electricity, water, schools, and so forth­
on which farm productivity and the quality of rural life depend."2 
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However, in view of the fact that physical infrastructure is traditionally funded by 
or through the public sector; the trade-offs between public sector services (e.g.,
health and education) and physical infrastructure are difficult. Therefore, because 
it requires significant investment of financial resources, physical infrastructure 
(including roads, bridges and rail networks) is often neglected in both developing
and upper-income economies. The ability for a nation, state or community to 
manage infrastructure projects is of critical importance and requires trained 
technicians, modern equipment and energy-saving technology, as well as adequate 
systems for planning and managing the projects, including information systems.
There must also be a vehicle for ensuring appropriate linkages between 
infrastructure projects and the residential, industrial, agricultural or social service 
sectors they are intended to support. Finally, there must be a mechanism to ensure 
cost-recovery, either through a tax system (for public projects) or through a fee­
for-service system (for private, quasi-public or public projects). 

Traditionally, development of basic physical infrastructure is the responsibility of 
the government, a quasi-governmental authority, or it may be a subsidized private 
sector institution vith fee recovery as appropriate (e.g., for electrification, 
communications). In the Occupied Territories, the GOI exerts control over 
communications, energy and transportation through direct control (via the 
responsible CIVAD agencies and the Israeli agencies and companies with authority
for the sector), as well as through approval authority over all projects undertaken 
in the Occupied Territories. For example, although Palestinian municipalities and 
village councils are responsible for planning, designing, executing, administrating 
and maintaining of roadway systems within their municipal boundaries, they do 
so only with the approval of the CIVAD. Communications, on the other hand, is 
the sole responsibility of the CIVAD Post and Communications Departments; the 
municipalities and village councils have no responsibility or authority in this 
subsector. 

The proportion of the work force employed in transport, storage and 
communications in the West Bank increased minimally between 1980 and 1990,
from 4.5% to 5.7% of the work force in the West Bank. The proportion decreased 
in the Gaza Strip, from 6.6% to 4.8%. In 1986, the most recent year for which 
data are available, the total capital investment in transportation and 
communications in the West Bank and Gaza Strip was $7.7 million, with $4 million 
allocated for roads; however, most of these funds were used for construction or 
repair of settlement roads." 

Ensuring that the West Bank and Gaza Strip have an adequate physical 
infrastructure to support the productive private sector, health and social services 
and the normal functioning of the jurisdiction will help to ensure long-term 
economic development for the Occupied Territories. However, the current political 
situation and the scarce financial resources available for operating costs of both 
public and private sector projects raises concern with respect to the ability for 
infrastructure projects to be adequately maintained even if funds are provided for 
their construction. The disinclination of donors to support operating costs (or even 
construction projects, if there is a possibility that they will be used by settlers 
rather than the population for whom they are intended), further heightens this 
concern. 

4 



Each of the subsectors of physical infrastructure is described separately, followed 
by an overview discussion of donor investments in physical infrastructure, 
constraints and opportunities for development. 

III. COMMUNICATIONS 

A. 	 IMPORTANCE OF COMMUNICATIONS FOR DEVELOPMENT IN THE 
OCCUPIED TERRITOFIES 

Adequate communications are vital to the effective functioning of public and 
private sector operations. Owners of firms in the U.S., Israel and elsewhere not 
only take telephones for granted in their conduct of business, but increasingly 
have access to and depend on newer technologies which are based on 
sophisticated telecommunications systems that open doors to the global 
marketplace. In the Occupied Territories, the communications system is wholly 
inadequate; many villages are without telecommunications linkages, and others 
fall far short of meeting demand and are often in disrepair. This hampers the 
provision of vital health and social services, obstructs social and intellectual 
exchange and impacts severely on the ability of the productive private sector to 
compete on the open market. 

B. 	 INSTITUTIONAL ARRANGEMENTS 

All mail and telecommunications in the Occupied Territories ar administered by 
the CIVAD. The Post Office Department is headed by an Israeli military officer 
and has branches (post offices) throughout the Occupied Territories.5 Bezek, a 
semi-public company which liaises with the Civil Administration, controls all 
telephone, telex and facsimile communications in the West Bank and Gaza Strip.' 
In both areas, the telephone grid (as with the electrification grid) is connected to 
a main Israeli grid. 

C. 	 SECTORAL STATUS AND TRENDS 

The telephone system was Improved in the early 1980s, with automatic and semi­
automatic systems being introduced in major urban areas using microwave 
connectors for intra-urban transmission and satellite stations for extra-territorial 
transmission. In some remote areas and refugee camps, manual machines with few 
connecting lines are still in use. According to Abu-Eisheh, as of 1990 there were 
36,200 automated telephone lines in the West Bank and Gaza and 6,800 manual 
lines.' The ratio of telephone subscribers to total population in the West Bank and 
Gaza Strip was 1:46;8 approximately 12,500 applications for telephone service are 
pending in the West Bank alone.' According to the 1991 Statistical Abstract of 
Israel, there were 33.8 telephone lines per 100 Israeli residents in 1991 (a 57% 
increase since 1980). By comparison, the number of telephone lines per 100 
residents in the Occupied Territories was 2.4 in 1990. No historical comparison 
data for 1980 are readily available. See Figure 1 on the following page. 
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Source: Compiled from data inIsraeli Statistical Abstract, 1991. Central Bureau of Statistics: Jerusalem; 1991., 
p.508
 

Given the size of the population, the availability and quality of telephone service 
in the Occupied Territories is comparable to that of low-income countries. Of 400 
villages in the West Bank, only 80 have telephone service; of these, many have 
only one connecting line."° All Israeli towns have telephone service. No 
comparable data were available for the Gaza Strip. Few individual Palestinians or 
private productive enterprises have access to telex, facsimile machines or electronic 
mail systems. The lack of telephone service is not due to the inability of 
Palestinians to pay for such service, but rather to the fact that Bezek is unable to 
provide the required services for Palestinians residing in the Occupied Territories. 

With regard to mail service, there is an estimated unmet demand of 4,000-5,000 
new post office boxes in the West Bank." No comparable data are available for 
the Gaza Strip. In view of the limited access to telecommLl.tications for many 
Palestinians, the mail is a critical mode of communicatirn for the Occupied 
Territories. Therefore, the control of the mail system by the CIVAD becomes, de 
facto, a form of information control, whether or not intentionally so. Notably, taxi 
services are often used as a means of transmittal for letters and other documents. 

IV. ELECTRIFICATION 

A. 	 IMPORTANCE OF ELECTRIFICATION FOR DEVELOPMENT IN THE 
OCCUPIED TERRITORIES 

Many villages in the West Bank are still without electrification and most have 
inadequate electrical power; this impacts on individual residents, health and social 
service delivery and the productive private sector, including industries and 
enterprises. 
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Settlement areas in the Occupied Territories have well-developed and fully 
functioning energy networks (including electrical anid solar power), and they 
utilize electrification grids designed for Palestinian areas. The GOI currently 
devises and implements electrical and alternative energy systems for use only by 
settlers within the same geographic area as Palestinian communities. This is not 
a cost efficient use of scarce resources. 

B. SECTORAL STATUS AND TRENDS 

The first electrical company was established in Jerusalem in 1928. This company 
provided services throughout Jerusalem until 1948, when the GOI required that 
the services for West Jerusalen, be provided by a separate company. In 1956, an 
additional company, Jerusalem District-Jordanian Ltd., was founded, with 2,000 
shareholders and partnerships with six municipalities. 2 Electrification in the other 
areas of the West Bank proceeded after the early 1950s. The first electrical 
company in Gaza was constructed in 1950.'3 Notably, prior to 1967, there were 
virtually no linkages among the municipalities with respect to their electrical units, 
with the exception oi the linkages among the municipalities served by Jerusalem 
District-Jordanian Ltd. 

Since 1967, the GOI has, for the most part, tied electrical development in the West 
Bank and Gaza Strip to the Israeli grid." The CIVAD has refused to allow 
Palestinian municipal power companies to expand their capacity by installing new 
equipment or purchasing additional electrical supplies through the Israeli 
companies. Thus, in spite of the relatively early development of electrical power 
by public, quasi-public and private Palestinian companies, they have, since the 
Occupation, been restricted in their functions and now serve essentially as vehicles 
for the purchase of supplies from Israel, with minimal technical roles. Since 1988, 
the Jerusalem District Electricity Company has not been able to produce its own 
electricity, but rather purchases its supply from the Israel Electric Corporation. In 
fact, throughout the Occupied Territories, only less than 5% of electrical supply 
is produced by Palestinian companies. 5 The fact that separate Palestinian 
electrical companies have independent power stations results in weak and 
inefficient power systems and poor economies of scale in the Occupied Territories. 

The Palestinian companies are, however, required to supply electricity to Israeli 
settlements in their areas." Because of the control exerted by the CIVAD, 
municipal companies have little decision-making authority with regard to 
distribution of electrical supplies to -Palestinian customers or to settlements. 
Cost/benefit and other issues, including energy conservation, are of little, if any, 
consequence in this context. The GOI has furthermore reduced or cut power to 
municipalities which have delayed payments to Bezek for electrical supplies. 
However, these charges, as well as those for individual residents and industries, 
are in dispute. The most recent (and current) example of this action has been in 
the Gaza Strip. 7 

As with communications, the Occupied Territories lag far behind Israel in the 
distribution of electrification in both urban and rural areas. While 95% of the 
urban population in the Occupied Territories are supplied by electricity 
continuously, less than half of the rural areas have continuous access; thus, 
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approximately 70% of the total population has continuou3 access to electricity. See 
Figure 2 below. Forty percent of rural villages have electricity for only a few hours 
each day; an estimated 25 rural village. in the West Bank (5% of villages) have no 
electrical supply. 8 CIVAD has also disallowed most new electrification projects in 
rural areas. 

Figure 2 

Access to Continou Electri­
city int'ne Occupied Territories, 1990
 

!00­

40-

Source: Israeli Statistical Abstract, 1991. Central Bureau of Statistics: Jerusalem; 1991. 

It is difficult to arrive at precise estimates of the amount of electrical power used 
by industry, although the figure "10%" is most often cited.' This estimate must be 
considered with caution; the lack of an adequate electrification grid in the Gaza 
Strip, for example, has resulted in industries locating in residential areas in order 
to utilize the electrification grid available in those areas. Not only does this make 
estimates of resident versus industrial use difficult (hindering planning for 
generation and distribution of supply), but it results in dimiinished supplies for 
residences as well as shortages for industries and.enterprises. The latter impact 
limits productivity in various types of enterprises and industries. No specific, 
detailed study of residentiaL/industrial electrical use has been conducted. 

In spite of the significant increase in population in both the West Bank and Gaza 
Strip, available data indicate that energy consumption has actually decreased or 
remained stable in the Occupied Territories. This decrease has been felt most 
keenly by the industrial urban areas.' In the West Bank, actual peak load 
demand (measured in megawatts - MW) increased steadily from 1968 to 1985, then 
remained stable for a year before increasing to its highest level 106 MW. Since 
then, it has decreased to an average of 75 MW per year. However, this decrease 
is counterintuitive and reflects the difficulty in applying traditional approaches to 
assessment of demand and supply in a situation in which the supply is strictly 
controlled. When expansion is not allowed to take place to maintain a balance 
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between supply 3nd increases in population, as well as changes in demand (which 
one would expect over a 25-year period), then "demand," as reflected in use data, 
is rendered meaningless. If all areas had access to continuous electricity, the total 
and per capita peak load demand data would necessarily be higher. Kittaneh has 
forecasted a peak load need of 454 MW in the West Bank and Gaza Strip by the 
year 2000, assuming continuous electrification of all urban and rural areas as well 
as an unspecified population increase.2' 

Among the problems in the area of electrification in the Occupied Territories 

(apart from those described above) are the following:' 

all of the power stations, with the exception of that in Jerusalem, are under 

the auspices of the local municipalities, and the control of distribution 
networks and of supply rests with the CIVAD, rather than with the 
electrical companies. As a result, distribution of electricity does not reflect 
true "demand;" nor is it possible for the companies to consider economic 
and conservation issues in the distribution of electrical power; 

the companies have scarce finances to: 

maintain or repair power stations and peripheral equipment 
(including transmission links, distribution transformers and 
substations) which have deteriorated as a result of 
inadequate funds, and 

provide in-service training for technical staff, which 
impedes their ability to have adequate knowledge and skills 
with respect to new technological development or to 
enhance skill3 for use with older equipment; and 

data are poor and misleading, severely hampering the ability of municipal 

and private companies to plan for energy development projects and to 
manage the systems currently in place. For example, although 
consideration of forecasted and actual peak load demands is important for 
the design, operation, and assessment of electrical systems.' as has been 
discussed above, the existing data are essentially useless for this purpose. 

V. TRANSPORTATION 

A. 	 IMPORTANCE OF TRANSPORTATION FOR DEVELOPMENT IN THE 
OCCUPIED TERRITORIES 

The importance of adequate transportation networks for the productive economy 
as well as social service delivery has been well documented. For example, 
improved roads "bring traders, truckers, and c.7ficials ...to villages and enable 

' villagers to travel to markets and elsewhere." Acc rding to the Organization for 
Economic Co-operation and Development (OECD), "the growth of the road 
transport sector is even more important for the countries' evolution from 
subsistence economies to market econonies," and in developing countries in which 
neither railways nor inland waterways supplement the road system (as in the 
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Occupied Territories)." Notwithstanding the importance of an adequate road 
network for economic development, the condition of roads in developing 
countries is wholly inadequate. In one study, 26% of paved roads and 32% of 
unpaved roads were in "poor" condition and require reconstruction.' 
Unfortunately, the data presented in the OECD report aggregate data for the 
Middle East and Europe, limiting comparisons between the Occupied Territories' 
neighboring countries. A recent World Bank report on road infrastructure and 
economic development suggests that, "lack of accessibility or poor road conditions 
are ba;riers to agriculture, industry and trade, and may hinder the entire 
development effort. ... transportation development helps to attain an efficient 
distribution of population, industry and income."' 

Investment in road construction requires significant expenditures, but investment 
in road maintenance does not; further, as important as is preventive maintenance, 
its economic advantages are significant. According to Baum and Tolbert, the cost 
of road maintenance (1%-2% of the road capital stock) "seldom represents more 
than a fraction of annual government revenues from road users and,2,rovided it 
is efficiently spent, it almost immediately pays for itself severalfold." 

B. INSTITUTIONAL ARRANGEMENTS 

In the West Bank and Gaza Strip, the transportation system is administered by 
four departments, each of which is linked with the Civil Administration. The four 
departments are:? 

the Higher Planning Council Committee and the Central Planning 
Department is responsible for planning and coordination of all 
transportation activities; these offices are based in Israel and staffed fully 
by Israelis; 

the Public Works is responsible for construction and maintenance of roads 

outside of the urban areas, Public Works has a central office in the West 
Bank (headed by an Israeli military officer) and four regional offices; there 
is one office in the Gaza Strip, also headed by an Israeli military officer. 
In total, five Palestinian engineers are employed int the Public Works 
Department; 

the Highway Traffic Department is responsible for traffic and safety 
regulation has one central office, head .;d by an Israeli military officer. One 
Palestinian engineer N )rks in this department; and 

the Licensing Department which is responsible for classification and 

registration of motor vehicles and registration and licensing of drivers. This 
department has offices throughout the Occupied Territories, all of which 
are headed by Israeli military officers. 
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C. SECTORAL STATUS AND TRENDS 

C.1 Road Network 

Many external donors and researchers have pointed to the discrepancy between 
the limited road construction and maintenance undertaken by GOI in Palestinian 
areas and communities and the extensive highway and road grid constructed as 
a means of connecting Jewish settlements with one another and with Israel. Prior 
to 1967, the West Bank had a relatively well-devaloped road network which 
included linkages to the East Bank. Following the Occupation, the road network 
was developed to link the West Bank and Gaza Strip to the Israeli road system, 
with connections to Israeli urban centers and with a focus on linkages between 
settlements and major roads and highways?' In fact, according to Abu-Eisheh, 
only 367 km of roads were added to the network in the Occuried Territories since 
1967, excluding settlement roads.' 

As of 1991, there were 1,862 km of roads in the West Bank and 178 km in the 
Gaza Strip, not including agricultural roads. See Figure 3 that follows.' 

Figure 3 

Total Road Networks by Area,
Israel (1990), West Bank & Gaza (1991) 
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Sources: 
For West Bank and Gaza: Abu-Eisheh, SA. A Development Program for tlhe Transportation Sector in the West
 
Bank and Gaza Strip. Unpublished report. Nablus: AI-Najah National University; 1991. Cited in A',.t-Eishzh, SA.
 
Transportation and Communications in the West Bank and Gaza Strip. Nablus: Al-Najah National University;
 
1992 p. 1-2.
 
For Israel: Israei Ftatistical Abstract, 199. Cenetral Bureau of Statistics: Jerusalem; 1991, p. .509, Table 18.16.
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This road network includes three classifications of roads:3 

main roads (distinct two-way traffic with a minimum of one lane in each 
direction), comprising 568 km; 

secondary roads (two-way roads which are generally narrower than main 
roads), comprising 562 km; and 

local village roads (providing access between smaller towns and villages, 
having poor surface and shoulder conditions), comprising 979 km of local 
village roads' of which 69 km are unpaved.' 

In addition, 

agricultural roads designed to facilitate access to fields and from fields to 
market (usually unpaved and seasonal) comprise approximately 900 km.' 

In 1990, Abu-Eisheh estimated that there were 61 villages in the West Bank with 
no paved access roads. This is in addition to smaller neighboring villages with no 
connecting roads. The total estimated population of these villages was 23,000 in 
1990.' As of 1990, there were 13,181 km of roads in Israel, of which 7,790 km 
were urban roads, 1,303 km access roads and 4,088 km non-urban roads.' No 
towns in Israel lack paved access roads. In terms of road length per 1 million 
inhabitants, Israel had three times the road network of the Occupied Territories 
(2,746 km per 1 million population, versus 971 km). In terms of road length per 
one million inhabitants, a standard comparative indicator for road access, the 
Occupied Territories have less road access than any other country in the region 
with the exception of Egypt. In comparison, Israel has more than any other 
country and nearly three times the road network of the Occupied Territories. See 
Figure 4 on the next page. 
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Figure 4 

Compo'lson of Rood Length 
Per 1 Mion Pop., 1990 

DOoup*Tarr. 971 

Syr IQ . .. 111111 71 

brd274
 

0 560 10OD 15100 20o0 2500 5000
Id FW I~PVod%s , 

Source: For Israel: Statistical Abstract of Israel, 1991. Central Bureau of Statistics, Table 1816; for the Occupied 
Territories: Abu-eisheh, SA. Transportation and Communications in the West Bank and Gaza Strip. Nablus: Al-
Najah University; 1992 for all other countries: Queiroz, C. and Gautam, S. Road Infrastructure and Economic 
Development: Some Diagnostic Indicators. Washington, D.C.: World BanK; 1M, Annex 1. 

In general, the condition of the road network in the West Bank and Gaza Strip is 
poor. According to a study carried out by Abu-Eisheh in 1989, approximately half 
of the paved roads were in a moderately to seriously deteriorated condition. The 
horizontal curvature of the roads dropped significantly, particularly in the 
mountainous areas; vertical slopes in these areas can be more than 10%. 
Moreover, the narTow width of the existing roadways (with few shoulders for use 
in emergencies) require immediate correction, according to road maintenance 
experts.' Most of the roads also require improvements in vertical and horizontal 
alignments. The poor condition of the roads not only impairs transportation under 
normal circumstances but makes passage all but impossible when flooding occurs. 
There are minimal traffic control devices, driver education programs or other 
measures which reduce traffic accidents. 

The only means of public transportation in the Occupied Territories are buses and 
taxis, both of which serve as inter- and intra-jurisdiction modes of transportation. 
According to the Statistical Abstract of Israel, there were 686 buses registered in 
the West Bank in 1990. In the Gaza Strip, there were 75 registered buses in the 
same year." However, a 1989 study of transportation in the West Bank found that 
only 360 of these buses were in operation.' Notably, the number of registered 
buses increased by 35% in the West Bank during the period 1980-1990; only two 
additional buses have been registered in the Gaza Strip in the same period.' 
There are few central terminal facilities, even in the central areas of service in 
Jerusalem, Nablus, Hebron and Gaza City, and the buses do not operate on a fixed 
schedule.' As a result, 45%-80% of the inter-urban passengers use shared taxis, 
in spite of the higher cost.' 
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In 1990, there were 1,08F registered taxis in the West Bank and 773 in the Gaza 
Strip.'6 Since the Occupation, the GOI has restricted the number of licenses 
allowed for shared taxis in the West Bank and Gaza Strip. As a consequence, the 
number of registered taxis has increased by only 23% in the West Bank from 1980 
to 1990. The number of registered taxis in the Gaza Strip actually decreased during 
the same period, from 790 to 773.7 At the same time, according to the Statistical 
Abstract of Israel, there was a 35% population increase in the West Bank and a 
41% increase in the Gaza Strip.' This discontinuity between population growth 
and availability of the only modes of public transport severely strains the capacity 
of public transportation services and hampers movement in the Occupied 
Territories. 

Perhaps because of concern for the cost of road construction, donor funding has 
been primarily for construction and improvement of rural access roads, although 
some urban roads have been constructed in the Gaza Strip. Abu-Eisheh notes that 
in most cases, the residents of the village in which the road construction was 
carried out contributed to the cost incurred. In addition, taxes collected by the 
GOI from the Palestinians are sometimes used by the GOI to contribute to the cost 
of road construction or repair.'9 

C.2 Air, Rail and Water Transport 

Before the Occupation, the only airport in the Occupied Territories was in 
Qalandia (north of Jerusalem). This airport, constructed in 1952, has since been 
under control of the GOI, which does not allow Palestinian use of the facility. The 
airport consists of one runway (medium-length) and a terminal but no other 
support facilities.' Regarding other modes of transport, there has been no railroad 
system in the Occupied Territories since before 1948. The minimal system which 
did exist earlier was largely dismantled after 1948.5' 

Until 1967, Gaza had a seaport with two small jetties used for trade ships and 
fishing boats. Since the Occupation, however, the GOI has not allowed the port 
to be used for shipping trade; it has also severely restricted deep sea fishing.' 
Although there has been considerable interest in the construction of a port in 
Gaza, no cost-benefit analysis, or detailed feasibility study of such a project has 
been conducted. 

Because Palestinians may not themselves ship goods from airports and seaports 
in Israel, the only mechanism currently available to Palestinians for export of 
goods is the road network which provides access through Israel and Jordan to the 
other export markets. 
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VI. 	 DONOR INVOLVEMENT IN INFRASTRUCTURE 

Various United Nations (U.N.) agencies, private voluntary organizations (PVOs) 
and Palestinian and Israeli research institutes have described the need for 
significant investment in the construction, upgrading and maintenance of 
infrastructure facilities. This investment is necessary not only to ensure that basic 
services are available, but to ensure that economic growth can be attained. 
Importantly, investment in public and quasi-public infrastructure (e.g., 
electrification, communications) can also generate revenues. 

Notwithstanding the identification of needs in the Occupied Territories by these 
agencies and the dependence of Palestinians on donor agencies for road 
construction and maintenance and for electrification, donor funding for such 
projects has been minimal. The primary sources of funds for infrastructure 
development have been the Arab states, the U.N. and A.I.D.' No donors have 
invested in the communications sector, which is controlled and operated by the 
GOI. 

Few external donors have invested in electrification, although A.I.D. has 
contributed to the development of the electric cooperatives in the Hebron Region 
(through Agricultural Cooperative Development Institute (ACDI), with a 
membership of 3,000. A.I.D. has expended approximately $3,479,300 in road 
construction in the West Bank and Gaza Strip, primarily through Catholic Relief 
Services (with a total of $2,924,300 in road projects between 1980-1991) and Save 
the Children (with a total of $555,000 in road projects between 1980-1985).' The 
International Christian Society (ICS) has also participated in road development 
projects, but no data are available with regard to the types of projects they have 
supported or the level of funding. The Jordanian-Palestinian Joint Committee 
(which is funded by Arab states) supported development programs in the West 
Bank and Gaza Strip from 1982 until 1988. During this time, they funded road 
construction and repair projects totalling $13.7 million, primarily focusing on roads 
within urban areas and villages and on agricultural roads.' 

VII. 	 CONSTRAINTS TO IMPLEMENTATION OF INFRASTRUCTURE 
PROJECTS 

In addition to the paucity of financial resources available with respect to all three 
physical infrastructure subsectors addressed in this report, two types of constraints 
impede their development. These constraints (bureaucratic and human resources) 
impact on the design, development and implementation of infrastructure projects 
and on the ability of Palestinians working in the sectors to ensure sound financial 
management. The constraints are summarized below. 
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A. BUREAUCRATIC AND ECONOMIC 

A number of bureaucratic actions on the part of the GO with respect to 
transportation, communications and electrification have hampered the 
development of these sectors and have severely strained the capacity of these 
systems to provide adequate services to the Palestinians in the Occupied 
Territories. 

Absence of development plans. The GOI has disseminated no development 

plans with respect to the provision of basic infrastructure which relate 
specifically to the Palestinian population in the Occupied Territories. The 
road network plan devised in the early 1980s concerns only access to 
settlements; the infrastructure projects included in the list of "essential" 
projects for the Occupied Territories (prepared and distributed by the GOI 
in 1991) does not consist of a development plan. 

Use of Donor-FundedInfrastructureProjectsby Settlements. There are no 
assurances that infrastructure projects will not be within a settlement area 
in the future; and 

GOI Review of InfrastructureProjectsSupported by Donors.GOI approval 
for road construction or repair projects can be (and has been in many 
cases) delayed for months or years, and approval is not assured. 
Moreover, changes are often made in the design of these projects which 
restrict their utility for the target population(s). U.S. PVOs have had many 
projects denied, including, for example, six road projects submitted by one 
PVO during the period 1988-1991. No reason was given for the 
disapprovals. 

B. HUMAN RESOURCES 

In both the West Bank and Gaza Strip, there is a severe shortage of trained 
personnel in each of the infrastructure sub-sectors, especially semi-skilled and 
skilled labor and managers. Moreover, as a result of the paucity of continuing 
education programs available for trained professionals (e.g., engineers, urban or 
land planners), the skills found in the Occupied Territories are often outdated 
with regard to the rapidly changing technology in the areas of communications 
and electrification. No basic or advanced training is available to communications 
and transportation professionals, although several universities and private research 
organizations are considering developing the capacity to provide such training. 

A number of factors are determinants of the inadequate training available for 
personnel working in physical infrastructure; for example: 

The GOI places restrictions on the participation in training programs to 
which CIVAD employees might have access and on the type of training 
that can be provided by technical schools to Palestinians (whether or not 
they are CIVAD employees). For example, they are not allowed to train 
Palestinians in certain communication and electrification technology, even 
though these technologies may be work-related. 

16 



Training institutions (e.g., vocational schools and universities) are 

constrained by the GOI from importing certain types of equipment for use 
in training in communications and electrification, even if the equipment is 
provided by donors. This further limits the degree to which skilled workers 
and professionals trained within the Occupied Territories are capable of 
utilizing the advanced technology which currently forms the basis of the 
telecommunications and energy fields. 

C. LACK OF RESOURCES FOR USE OF NEW TECHNOLOGIES 

The municipalities have scarce resources to plan for or initiate demonstration 
projects for use of alternative sources of energy which could conserve scarce 
resources. In addition, few donors have invested in the design and application of 
alternative energy sources for the Occupied Territories or in training of 
Palestinians in the development and management of such appropriate 
technologies. This results in the Palestinians being largely dependent on 
electrification as their energy source for both residential and industrial use. 
Limited examples of donor-funded alternative energy projects include the use of 
solar energy for greenhouses in both the West Bank and Gaza Strip and for 
heating water supplies and the recently-completed feasibility study of the use of 
solar and fuel-cell supplemental power systems in remote villages.- While it is 
not possible to predict whether or not the CIVAD would approve of such projects, 
it certainly would appear to be in their interest to do so, given that scarce energy 
and financial resources would be conserved. Palestinians could build on the 
significant technological advances developed or implemented in Israel, which for 
example, is noted for its use of solar energy. 

VIII. CONCLUSIONS AND RECOMMENDATIONS 

A. DEVELOPMENT OPPORTUNITIES 

As with other development programs in the Occupied Territories, investment in 
physical infrastructure must both build on the availability of highly educated 
Palestinians (now largely unemployed or underemployed) and develop an 
institutional capacity that will be useful for development notwithstanding the 
political circumstances. To what degree do the required skills now exist in the 
West Bank and Gaza Strip? What will be the lag time to train and develop such 
personnel? The fact that Palestinians have worked extensively in the construction 
industry in the West Bank and Gaza (including the construction of settlements and 
settlement roads) and, importantly, in Israel, may indicate that skilled labor may 
be available, but the availability of technical and management personnel is less 
certain. However, the return of Palestinians who have worked in managerial 
positions in various components of infrastructure in the Gulf States may well avert 
one of the most common problems faced by developing countries; that is, the 
shortage of skilled workers such as engineers, surveyors, estimators, foremen, and 
equipment operators, which impedes the successful design and implementation 
of physical infrastructure projects. 
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In addition to extending the physical infrastructure systems to ensure adequate 
coverage of the population and to meet needs for the productive private sector, 
and enhance the capacity of human resources in this arena, it is necessary for the 
Occupied Territories to move forward in the direction of sustainable growth. 
Baum and Tolbert describe the need for public support for projects which can 
comprise the development of a technological infrastructure.' As adapted for the 
Occupied Territories, these are: 

1) 	 development or enhancement of the capacity of municipalities and quasi­
public institutions for testing, standards and quality control; 

2) 	 development or enhancement of the capacity if universities and other 
research institutes to conduct m o ,tidisciplinary basic and applied research 
and technology development programs, including administrative 
mechanisms for their funding and management; 

3) 	 development or enhancement of the local engineering and consulting 
industry, with municipalities, quasi-public entities ind the productive 
private sector as the user community; and 

4) 	 support for linkages among Palestinian public and private sector 
organizations involved in infrastructure and for linkages between these 
organizations and comparable organizations in the U.S. and countries in 
the Middle East (ME) region. Such linkages could facilitate, for example, 
the development of standards for construction quality and worker safety 
for use in all of the subsectors of infrastructure. 

At this time, the beneficiaries of these services are Palestinians working for 
municipalities, quasi-public and private sector companies involved in the physical 
infrastructure subsectors (communications, electrification and transportation) and 
research and training institutions. Investment by donors in these areas would also 
provide an opportunity to build linkages across sectors as part of a broadbased 
development strategy. Development of these capacities eventually could be used 
to generate income both for the research and development institutions and for 
public or quasi-public companies responsible for physical infrastructure. 

Such projects require a sustained political commitment and a "substantial measure 
of autonomy for the public institutions involved and a commitment to quality in 

'staff and performance." Under the current circumstances, such sustained 
commitment and autonomy for public institutions is not 1possible. However, if 
donors were to consider medium and long-term gains, investment in projects 
which have the potential to improve sustainability of projects and conserve scarce 
resources would be of interest. Even under the present situation, donors could 
contribute to each of these types of projects, thereby providing essential capability 
for the present and a foundation for development in the future. 

The GOI makes minimal investment in physical infrastructure in the Occupied 
Territories (encouraging donors to do so), the donors have scarcely funded these 
areas (and do not seem inclined to support physical infrastructure which will 
benefit the productive private sector, with the exception of agricultural roads) and 
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Palestinians have little, if any, means of supporting such projects. Moreover, 
while there is substantial interest in the involvement of the private sector in 
infrastructure development in the West Bank and Gaza Strip (and although this 
is essentially necessitated by the lack of a national government), extensive research 
and development projects undertaken by the World Bank have shown that labor­
intensive technologies have not attracted the interest of private sector contractors, 
who have been concerned about such issues as pricing distortions, escalation of 
wage levels and inadequate funds to support the cash flow requirements of a 
large-scale physical infrastructure project.' The reality is that, at some point, 
some entity will have to support large-scale physical infrastructure if the economy 
of the Occupied Territories is to grow. 

A key issue to be addressed is the degree to which support should be provided 
to enhance the existing administrative infrastructure by improving the capacity of 
existing municipal arid quasi-public personnel to manage electrification, 
communications and transportation systems and providing other support such as 
improved (or newly developed) information systems. This is critical, because, as 
Uphoff suggest, 

"... while it has limitations, local government usually
 
appears to be the most promising base for developing and
 
maintaining rural infrastructure, especially if it can be
 
supplemented by some form of local organization.'
 

However, he points out that "one of the conditions for an effective [local 
government] role in infrastructure is that it have a predictable resource base ... 
crucial for operation and maintenance, which are essential for deriving benefits 
from any infrastructure." This is currently not possible in the Occupied 
Territories, but this could change in the event of autonomy or independence. 
However, Palestinians (and the donors) must address the question of the most 
appropriate public/private mix of involvement in infrastructure planning and 
management. While the private sector usually plays a more limited role in decision 
making with regard to public goods infrastructure projects,' the capacity which 
existed until the mid-1970s on the part of the Palestinian private (or quasi-public) 
sector could be revised and updated. Membership organizations (e.g., 
cooperatives) also play a key role, but according to Uphoff, in general they "appear 
better at one-time activities where resources of money or labor are mobilized for 
a specific task.' As in other countries, cooperatives in the Occupied Territories 
have the potential to mobilize local resources to expand infrastructure at the local 
level, but they have not demonstrated that they have the capacity to respond to 
needs of the broader population (i.e., other than their own members) or to 
adequately manage the resources available to them. 

Finally, the use of physical infrastructure projects as a means of jobs' creation has 
historical precedent and is increasingly seen as an option in countries with 
increasing unemployment (including the U.S.). In the Occupied Territories, road 
construction has been a mechanism for jobs' creation, as Grossman and Derman 
point out: 
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"In the first years which followed the Israeli takeover (1967­
1970) there was concern about the problem of high 
unemployment in the West Bank. Road construction was 
one of the means for providing jobs ...Between 8,000 and 
10,000 daily jobs were provided, but the work was not 
steady. The workers were deliberately laid off periodically, 
and the labor force was 'rotated' in order to benefit as many 
people as possible. Pay wits low and progress was slow. 
The main emphasis in this period was on improving 
existing roads.' 

B. RECOMMENDATIONS 

Communications, a vital link for economic development, must be improved in the 
Occupied Territories, with as much attention as possible paid to this subsector in 
the immediate term. Newer technologies (e.g., cellular systems) have significantly 
reduced the cost of expansion of telecommunications networks over the past few 
years, and the U.S. private sector, a leader in the telecommunications field, can 
contribute importantly to the development of this subsector in the Occupied 
Territories. For example, the Trade and Development Program ('ITDP) could 
facilitate the (partially subsidized) sale of telecommunications equipment and the 
provision of technical assistance to the Palestinian private sector, pending any 
political change. Arrangements could be made for private U.S. telecommunications 
companies and for the Communications Workers of America (CWA) to provide 
technical assistance and training, as they do in Israel and elsewhere. Donors 
should enter into policy dialogue with the GOl in order to obtain approval for the 
expansion of telecommunications networks throughout the West Bank and Gaza 
Strip. They should encourage the GOI to invest in expanding telecommunications 
systems in the Occupied Territories, unless or until there is political change in the 
Occupied Territories and a sufficient tax base (or other funding) is in place to 
support such expansion. 

Electrification is also vital for economic development in the Occupied Territories; 
and donors have already contributed to the expansion of electrification in the 
West Bank and could make additional important contributions through the 
support of alternative energy demonstration projects and the development of 
regional plans for electrification (and power in general). Such plans should include 
the involvement of municipalities, community-based organizations, industrial 
organizations, economic development non-government organizations (NGOs) and 
others as appropriate. As with communications, donors should enter into policy 
dialogue with the GOI in order to obtain approval for donor support for the 
expansion of the electrification grid. Priority should be given to those villages with 
no electrical source and, secondarily, for those without continuous electricity. 
They should encourage the GOI to invest in expanding electrification systems in 
the Occupied Territories unless or until there is political change in the Occupied 
Territories and a sufficient tax base (or other funding) is established to support 
such expansion. 

A comprehensive energy plan is urgently needed for the Occupied Territories, one 
which would take into account the various alternatives (e.g., solar and wind 
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power) and one that assumes an integrated grid within (if not across) the West 
Bank and Gaza Strip and linkages with the edsting Israeli grid. If energy and 
financial resources are to be conserved, economies of scale must be taken into 
account. Sufficient resources must then be invested to ensure adequate supply of 
electricity for residential, public (and social) service and productive private sector 
use. Such investment might be used, for example, to add power stations and 
implement research and development projects for alternative sources of energy. 
It is also imperative that engineers and technicians currently working in the field 
receive continuing education to ensure that they are adequately trained in the 
design, development and maintenance of recent advances in electrification as well 
as newer energy technologies. 

Immediate support for construction of agricultural roads and those linking villages 
with no existing road network and upgrading and maintaining existing road 
systems would both provide jobs (albeit temporary) and improve transportation 
for the public and for the productive private sector. Much discussion has centered 
around the possibility of donor investment in a seaport in Gaza. However, Baum 
and Tolbert have pointed out that "although the foreign trade of developing 
countries can be expected to continue its rapid growth, construction of new ports 
or, of additional berths in existing ports is likely to be justified in relatively few 
countries in the near future." Pending review of a recent feasibility study 
carried out by Tel Aviv University" and other studies which may now be 
underway, the most appropriate utilization of development resources may be to 
ensure direct access by Palestinian shippers to existing ports and to expand the 
capacity and improve the efficiency of operations of these ports if necessary to 
meet shipping needs. This would seem to call for regional cooperation between 
Gaza and both Jordan and Israel with respect to port facilities and militate against 
investment in a port in the Gaza Strip. 

Table 1summaries conclusions with respect to infrastructure in the West Bank and 
Gaza Strip, as well as related recommendations. The recommendations are 
intended as examples for those involved in development planning for the 
Occupied Territories. They should be considered in light of the discussion on 
overall development opportunities in the Occupied Territories included in Visions 
of a Sustainable Future-Appendix II to this report. 
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TABLE 1
 
CONCLUSIONS AND RECOMMENDATIONS
 

Conclusions 

1. It is essential that Palestinian 
professionals and skilled workers have the 
capacity to plan, execute and manage 
physical infrastructure pr3jects which utilize 
the most appropriate advanced knowledge 
and technology available, within resource 
constraints. 

Recommendations 

1.1 Municipal and private sector 
employees who are currently or who may 
potentially be responsible for the planning 
and management of physical infrastructure 
in the Occupied Territories require 
substantial training in planning and 
management. This includes short-term local 
and overseas training and limited graduate 
(masters level) training. Such training should 
be accelerated if autonomy is assured and 
Palestinians assume responsibility and 
authority for physical infrastructure. 

1.2 Computer-based information systems 
necessary for the effective and efficient 
planning and management of infrastructure 
projects should be developed. This would 
necessitate support for design or adaption of 
required programs, provision of hardware 
and training of a cadre of personnel in the 
use of such systems. 

1.3 Improve capacities at Palestinian 
universities, technical schools and research 
institutes to develop and implement 
continuing education projects (and 
certification/standards). 

1.4 Donors should support educational 
visits by Palestinians to developing countries 
in which innovative approaches to 
development and management of 
infrastructure projects have been successful. 
This would help them to learn appropriate, 
lower cost techniques which may help to 
reduce their dependency on external donors. 
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2. The existing road system is 
inadequate, both in extent and condition. 
This severely hampers the productive private 
sector. 

3. The communications system in the 
Occupied Territories is wholly inadequate, 
hampering the delivery of social services, the 
capacity of the productive private sector to 
sustain current activities and to expand their 
operations, and the "normal" communi-
cations among a population. 

2.1 Donors should support the 
construction and repair of agricultural access 
roads, of road networks in rural areas which 
are identified as having urgent needs, and of 
roads in areas which are identified as 
requiring road expansion or improvement in 
order to expand trade. If autonomy is 
assured and Palestin-ans assume 
responsibility and authority for physical 
infrastructure, donors should expand 
support for ro: I networks, particularly those 
which support the productive private sector 
and impro- e access to social services and 
new residential areas. 

2.2 In order to help ensure that road 
networks respond to clearly identified needs 
and to enhance the likelihood that they will 
be maintained, donors should support the 
development of mechanisms for community 
involvement in the planning of road 
construction projects. Donors should also 
support the development of regional level 
transportation plans for both the West Bank 
and Gaza Strip. 

3.1 Training of Palestinians employed in 
the communications subsector should be 
expanded and improved in order to ensure 
that even under the present restrained 
circumstances, communications function at 
the maximum level possible. 

3.2 If Palestinians assume responsibility 
an. authority for physical infrastructure, 
donors should support the development of 
improvements in the existing 
communications networks and expansion of 
services, utilizing the most advanced (low­
cost) technologies available. Such expansion 
could be partially supported by user fees and 
would be expected to be fully supported in 
the long term. 
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4. The electrification system in the 
Occupied Territories is wholly inadequate, 
hampering the delivery of social services, the 
productive private sector, and normal 
geographic access among the Palestinian 
population. 

4.1 Donors should immediately support 
the expansion and improvement of training 
for Palestinians employed in the 
electrification subsector. 

4.2 Donors should continue to support 
the expansion of electrification services to 
ensure that, at a minimum, all Palestinian 
villages have continuous access to 
electrification by whatever mechanism is 
most cost-efficient (i.e., through connection 
with the Israeli grid or independent 
generators). 

4.3 Prior to expenditure of donor funds 
on expansion of electrification, a region-wide 
assessment of electrification needs should be 
conducted; such an assessment should 
recommend the most appropriate 
technology(ies) under the existing and 
alternative circumstances. 

4.4 If Palestinians assume responsibility 
and authority for physical infrastructure, 
donors should support the development of 
region-wide grids and improvements in 
existing electrification networks, utilizing the 
most advanced and efficient tcchnologies 
available. 

4.5 Donors should immediately support 
the development/adaptation and 
implementation of alternative sources of 
energy, utilizing for example those 
technologies which are available in Israel 
and Jordan. Such projects could be 
implemented in villages with no access to 
electricity and in planned industrial zones. 
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5. While initial construction of physical 
infrastructure in Israel and the settlements in 
the Occupied Territories is fully funded by 
the GOI, and maintenance and use is at least 
partially subsidized by the GOI, few 
resources have been made available for 
construction and maintenance in the 
Occupied Territories. For Palestinians the 
unit cost of communications and 
electrification services is higher than for 
Israelis and settlers. Moreover, Palestinian 
public, quasi-public and private sector 
organizations have not had decision-making 
authority with respect to planning or 
management of physical infrastructure 
projects. Thus, it is highly unlikely that 
expansion of services to meet urgent needs 
will be self-sustaining for the immediate or 
medium term. 

6. A number of GOI policies limit the 
degree to which economies of scale can be 
achieved and the maximum utilization made 
of scarce resources available for both Israel 
and the Occupied Territories. 

5.1 Donor agencies and governments 
should engage in policy dialogue with the 
GOI with respect to provision of basic 
physical infrastructure services and 
differential rates charged to Palestinians, 
Israelis and settlers for equivalent services. 

5.2 Palestinian public, quasi-pub'c and 
private sector organizations involved in the 
management and planning of physical 
infrastructure services and projects need to 
improve their financial management of such 
services and projects. Donors should provide 
assistance toward such improvement, 
including the development of appropriate 
fee structures for communications and 
electrification. 

6.1 Donors should engage in policy 
dialogue with the GOI with respect to: 
1) direct access to Israeli seaports and the 
Qalandia airport (with the latter being 
expanded if the GOI agrees to access); 
2) provision of automatic telephone 
communication services to rural areas 
currently served by manual exchanges, and 
3) provision of postal services in all villages. 
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CONTEXT OF DEVELOPMENT IN THE OCCUPIED TERRITORIES 

This appendix describes the overall context in which development opportunities 
exist in the Occupied Territories, including land size and population data, 
governance, recent economic trends and the role of donors in development 
activities. As necessary, these factors are discussed in more detail in each of the 
reports included in the full set of sector analyses for the Occupied Territories. For 
example, population data are discussed more fully in the companion report on 
Health, and economic trends are described in the separate reports on Finance and 
Credit and on Trade. 

Several parameters of this report should be clarified. The term "Occupied 
Territories" is used to describe the geographic area of the West Bank and Gaza 
Strip as it is the accepted term for the U.S. government and U.N. agencies. It refers 
only to the West Bank and Gaza Strip, not to the Golan Heights or the Israeli 
security zone in Lebanon. The term Judea and Samaria is used when quoting 
Israeli statistics or other references, as this is the designation used by the GOI for 
the West Bank area. Unless otherwise stated, the West Bank statistics, information 
and recommendations presented in this report include East Jerusalem. Where 
necessary, East Jerusalem is referenced separately, for example in cases where data 
have clearly excluded East Jerusalem. It must be noted at the outset that the 
statistical data available from the GOI (i.e., those published in the Statistical 
Abstracts and other governmental sources) which can be used to numerically 
describe the sectors do not include East Jerusalem. This significantly skews the 
data and inhibits analysis of trend data which could be used for economic 
planning. Moreover, as Benvenisti has suggested, 

"For statistical purposes the West Bank and Gaza Strip are 
considered by Israel's Central Bureau of Statistics to be units 
independent of Israel. Economic activity there is 
investigated and reported as though it constitutes a 
'national economy' united with Israel in a 'common 
market.' The official reporting of GDP, GNP, exports and 
imports and balance of payments of the territories is, 
however, inaccurate at best and misleading at worst. The 
daily, complex, economic interaction over the nonexistent 
'green line', lacking any effective monitoring and control, 
calls the reliability of the statistics into question."' 

Unfortunately, because of the serious impediments faced by Palestinians and 
others in conducting empirical studies in the West Bank and Gaza Strip, most 
studies of the Occupied Territories depend primarily-and necessarily-on GOI 
statistics, notwithstanding their limitations. 

Finally, although Israeli settlements in the Occupied Territories have considerable 
impact on economic and social development in the area, only minimal data and 
information are available with respect to either plans, for settlements or specific 
factors pertaining to individual sectors (e.g., infrastructure and industry). 
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A. THE LAND AND THE PEOPLE 

The West Bank and Gaza Strip are bordered by Israel, Jordan and Egypt as shown 
in Figure 1. The total land area of the Israeli-occupied West Bank and Gaza Strip 
(as defined by pre-1967 borders) is 5,939,000 million dunums (one dunum = .23 
acres) of which 5,572,000 are in the West Bank and 367,000 are in the Gaza Strip.2 
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According to the U.N., as of 1985, approximately 52% of this land was under 
Israeli control-that is, within the jurisdiction of the GOI or of Israeli citizens 
(settlers). Estimates of Israeli control of land as of early 1992 are shown below? 

Source of Estimate West Bank Gaza Strip 

Al Haq 65% 50% 
Land and Water 67% 50% 
PHRIC 70% 52% 

Because the most recent census was conducted twenty-five years ago (in 1967),' 
accurate demographic data for the Occupied Territories are virtually impossible to 
obtain. Thus, all population data have been estimated for the period after the 1967 
census. The three primary sources of information regarding population are the 
Central Bureau of Statistics (CBS), the Ministry of the Interior (MOI) and estimates 
prepared by the Jordanian Medical Association in 1986. In the summary of 
demographic and other data published by Benvenisti and Khayat in 1988, it was 
noted that the Palestinian population data presented by the CBS and by the MOI 
for the Occupied Territories differ. For example, the data for 1987 showed CBS 
estimates of a total Palestinian population of 858,000 for the West Bank, while the 
MOI estimated the population to be 1,252,000.' The CBS estimates exclude East 
Jerusalem, which has a Palestinian population generally considered to be 
approximately 150,000. 

Using the Statistical Abstract of Israel for 1990 as a basis, and assuming a 3.5% 
annual growth rate in the West Bank and a 4.5% annual growth rate in Gaza, the 
following estimates were calculated for 1991:6 

West Bank
 
(including East Jerusalem) 1,104,799
 
Gaza Strip 1,010,640
 
Total: 2,115,439
 

More than 35% of the Palestinian population is rural (see Figures 2-4), with 15% 
living in villages with populations of 2,500 or less. The Palestinian population is 
also a youthful one; nearly half (47.4%) of the Palestinian population in the West 
Bank is under the age of 15, as is 49.5% of the population of the Gaza Strip.7 This 
age distribution and the high birth rates have important implications for social 
service needs as well as for labor force concerns. 
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As of January, 1992, 451,695 individuals (or approximately 40% of the population) 
in the West Bank were registered as refugees. Of these, 119,172 (26%) lived in 
UNRWA camps. In the Gaza Strip, 549,675 Palestinians were registered refugees 
(approximately 80% of the population); of these, 302,977 (55%) lived in UNRWA 
camps.8 

In spite of the high natural rate of increase, until 1991 the population had a 
relatively low rate of population growth. This resulted from emigration to Jordan, 
the Gulf States and outside the region, primarily for job opportunities. Even prior 
to the Gulf War and the influx of Palestinians from the Gulf States, an important 
population variable in the Occupied Territories, and particularly in Gaza, was the 
number of residents who returned from the Gulf States annually for surmer 
vacation. It is reported that approximately 100,000 were doing so in the Gaza area 
for 2-3 months each year; no estimates of similar temporary residents were 
available for the West Bank. Since the Gulf War, an estimated 25,000 to 35,000 
Palestinians have returned to the Occupied Territories from the Gulf States; an 
estimated 40% of them are currently residing in the Gaza. Strip.9 Most are 
university graduates but are unemployed or underemployed. However, those who 
are unrmnployed reportedly are not eligible for social benefits from the GOI. Some 
are eligible for services through UNRWA. 

B. GOVERNANCE IN THE OCCUPIED TERRITORIES 

From 1950 to 1967, the West Bank was under the authority of the Jordanian 
government, which in 1955 devolved public administration authority to elected 
municipal governments. From 1948 to 1967, Gaza was under Egyptian control, 
with appointed municipal governments. Subsequent to the 1967 War, the Israeli 
military authorities assumed control of the Palestinian population in the occupied 
West Bank and Gaza Strip. Since 1967, no local elections have been held in Gaza; 
no municipal elections have been held in the West Bank since 1977. 

In 1981, the Israeli government initiated a system of dvil administration (CIVAD). 
Figure 5 on the following page shows the organizational structure of the CIVAD. 
The CIVAD's "jurisdiction includes all the civil powers of the military government 
but not the authority to enact primary legislation, which has remained in the 
hands of the Military Commander."0 In virtually all CIVAD offices, a military 
o'ficer directs the departments, but Palestinians comprise most of the technical and 
administrative staff. According to the Fourth Geneva Cozivention, the GOI is 
responsible for the provision of public services for the Occupied Territories, based 
on tax and other remittances from the Palestinians residing in the West Bank and 
Gaza Strip and from the GOI budget. These governmental functions are carried 
out by the CIVAD, with specific responsibility for sectoral programs being 
coordinated with the relevant Israeli ministry or regulatory body. 
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FIGURE 5: ORGANIZATIONAL STRUCTURE OL' THE CIVIL ADMINISTRATION (CIVAD)
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The CIVAD currently serves as the "aithority"in most municipalities in both the 
West Bank and Gaza Strip-no municipal elections have been held since a military 
order suspended elections in December, 1977.1" Some municipalities have 
Palestinian officials appointed by the CIVAD, but their authority is limited. Local 
municipalities carry out activities which in other circumstances would be either 
public or private sector responsibilities. These range from wholesale produce 
markets to operating slaughterhouses. In doing so, they liaise with both the 
CIVAD and Palestiniap private sector organizations as appropriate and necessary. 
For all intents and purposes, both CIVAD and the municipalities therefore 
constitute "public"agencies in the Occupied Territories. Village councils, of which 
there are approximately 75 in the West Bank and eight in the Gaza Strip, have 
even less authority than municipal councils. As with the municipalities, no 
elections have been held for village councils since December, 1977.' 

Chambers of Commerce also perform services which in other contexts would be 
within the purview of governmental or quasi-governmental bodies. For example, 
they are involved in expediting approval of exports to Jordan (see the companio.1 
Trade report for further discussion of their role in export). Elections for Chambers 
of Commerce were not held from December, 1977 until early 1992, when the GOI 
allowed such elections in six areas in the Occupied Territories. 3 

C. 	 RECENT TRENDS IN THE ECONOMY OF THE OCCUPIED 
TERRITORIES 

According to some reports, the economies of the Occupied Territories began to 
decline in the early 1980s. This decline resulted from stagnation in the Israeli and 
Jordanian economies." The economy further declined in the late 1980s, even 
prior to the Gulf War. UNCTAD reported in 1991 that their review of Israeli and 
Palestinian data indicated "a rapid deterioration in the fperformance of the 
economy of the Occupied Territories during 1988-1990."' According to that 
report, the gross domestic product (GDP) for the Occupied Territories decreased 
by 12%/annum during the' period, to just over $1.2 billion in 1990. Consistent with 
previous patterns, the decline in the Gaza Strip was more severe than in the West 
Bank: 17% versus 11%, respectively. 6 Gross national product (GNP) decreased 
by a comparable amount annually (11%), to approximately $1.8 billion. Per capita 
GNP was estimated to be $1,400 in the West Bank and $780 in Gaza in 1990." 
By comparison, the GNP in Jordan for 1989 was $1,730.8 In Israel it was $10,920 
in 1990.'9 

With the exception of agriculture, all sectors exhibited significant decline in the 

period 1988-1990; for example, according to the 1991 UNCTAD report, industrial 
output decreased by an annual average of 14%, and construction decreased by an 
annual average of 23%. Other sectors combined (public and personal services, 
trade, transport and communications) declined by 17%.' As a consequence, the 
contribution of the agricultural sector to the GDP increased from 25% to 31% from 
1988-1990, while construction decreased from 17% to 14%; industry has remained 
at 9% of GDP (although output had decreased). The UNCTAD reports that the 
decline in the industrial sector "bodes ill for the future of the Palestinian 
economy."' It should be pointed out, howc;2*r, that several researchers have 
suggested that traditional economic indicators (e.g., GNP, per capita GNP, GDP) 
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are not appropriate for the Occupied Territories as they have been devised to 
study productive economies. Given that the West Bank and Gaza Strip depend
largely on transferred resources, the limitations of these indicators should be 
considered.' 

The New Israeli Shekel (NIS) is the currency used predominantly in Occupied
Territories, although the Jordanian dinar (D) is still used by some in the West 
Bank. As of January, 1992, the rate of exchange was NIS 2.3/US $1for the Shekel 
and JD 1/US $0.68 for the Jordanian dinar. Given the inextricable ties between the 
economies of the West Bank and Gaza and those of Israel and Jordan, pricing and 
inflation in these two countries have a significant and deleterious impact on the 
Occupied Territories. Several key examples of recent impacts are: 

increased prices for goods imported through Israel, which accounted for 
91% of goods imported into the West Bank and 92% of goods imported 
into the Gaza Strip in 1986, the most recent year for which data are 
available; 

decline in the wages of Palestinians working in Israel and a decline in real 
disposable income of most income groups in the Occupied Territories (an 
example of the deleterious impact of Palestinian wages' being tied to the 
Israeli economy); and 

the differential in the consumer price indices of the Occupied Territories 
and Israel, which has lead to both 1) a decrease in value of sales of 
Palestinian goods to Israeli buyers, and 2) art increase in purchase by 
Palestinians of consumer and durable goods from Israel (until the economic 
boycott of the Intifada, when this practice decreased considerably). 

The economic impact of the Gulf Crisis on the Occupied Territories was-and 
continues to be-significant in all sectors. As the 1991 UNCTAD report noted, the 
economic impact resulted from both external and internal pressures; these are 
summarized below:' 

reduction in private remittances from Palestinians working in the Gulf 
states, estimated at $120 million to $340 million annually prior to the Gulf 
War; 

involuntary return of Palestinians working in the Gulf states to the 
Occupied Territories resulting in increased pressure on an already 
distressed job market; 

decreases in both public and private financial support from the region for 
Palestinian private sector development in both social services and 
productive enterprises (this support was estimated to be $150 million in 
1989); and 

disruptions in traditional export and import markets (note: the market 
share in Jordan had begun to decline prior to 1991s). 
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The total estimated economic impact of the Gulf War (based primrily on lost 
remittances, transfers and exports) was between $250 and $750 million in 1990 
alone (55% to 80% of the total generated by these three sources in 1989), or 
approximately 10% of gross naticnal disposal income.' Few knowledgeable 
individuals believe that there have been substantial moves toward an 
improvement in the economy of the Occupied Territories since the end of the Gulf 
War. 

Estimates of current unemployment rates vary considerably. Israeli statistics for 
1990 show a 13%-15% unemployment rate (including both those officially 
registered at the CIVAD labor exchanges and those defined by the Central Bureau 
of Statistics as "employed persons, temporarily absent from work"). Other estimates 
of unemployment in both the West Bank and Gaza Siip range between 30% and 
40% of the work force.' While Palestinians now have regained minimal access 
to the Gulf States as a source of employment (and remittanct s), they are still 
dependent on employment in Israel (see Figure 6 below), although this alternative 
for export of labor capital is also highly volatile. As a result of reduced person il 
income, there has been a concomitant reduction in consumer demand (estimated 
20-30% reduction)? and reduced fundintg available for investment. 

Figure 6 
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Reductions in local funding available for investment are particularly critical for 
economic development in the Occupied Territories because between 70% and 95% 
of capital investment in industry in the Occupied Territories is provided by the 
individual owners or their families. Importantly for economic development, the 
period 1988-1990 saw a 4% annual decrease in private investment.? Moreover, 
the external trade sector has not yet shown signs of improvement since the end 
of the Gulf War, in spite of efforts to re-establish economic relations with 
traditional trading partners in the region. Exports of both goods and services 
decreased an average of 30% per annum during 1988-1990, with the decrease far 
more dramatic in the Gaza Strip (50%) than in the West Bank (16%).' Imports 
of goods and services also declined during this period: 16% in the West Bank and 
19% in the Gaza Strip." As of the beginning of 1992, markets outside of Israel 
remained largely closed to Palestinian products, and the decreased purchasing 
power of Palestinian consumers continues to result in decreased imports available 
for Palestinians and decreased internal markets for Palestinian products as well. 

D. DONOR ASSISTANCE 

In addition to remittances from Palestinians working abroad, the economies of the 
West Bank and Gaza Strip depend to a large extent on donor countries and 
organizations, each of which has its own particular interest in the Occupied 
Territories and therefore directs the aid in a particular way. In 1991 alone, $69 
million in funding was allocated by donors for projects in the Occupied 
Territories.' This figure does not include funds provided by Arab states, as these 
data are difficult to obtain. A large proportion of donor funds are allocated 
through international private voluntary organizations (PVOs). Therefore, while the 
amount of donors funds allocated to the Occupied Territories appears large in 
proportion to the GNP (in 1991, the UNRWA budget alone accounted for 6% of 
GNP), a relatively large percentage of the funds do not directly enter the economy 
of the Occupied Territories. Much of the bilateral and multilateral funding remains 
in the country of origin to purchase goods and supplies which are donated to 
beneficiary groups in the Occupied Territories, or to pay for training and technical 
assistance. Similarly, while the "overhead" rate of the international agencies (e.g., 
UNRWA) and the international PVOs is relatively low (usually representing 20% ­
45% of the total project budget), this does represent funds which are not part of 
the economy of the Occupied Territories. It should be emphasized that, in this 
respect, the West Bank and Gaza Strip do not differ from most other recipients of 
donor funds. However, in view of the fact that such funding is crucial for 
operation of basic human services and support of infrastructure in the Occupied 
Territories, it becomes a more critical issue. Moreover, there is little flexibility in 
the allocation of funds within the Occupied Territories: donor funding and other 
types of development assistance by international and bilateral agencies such as the 
World Health Organization (WHO), the UNDP and A.I.D., must be carried out by 
the donors and agencies with the approval of the GOI. 

The importance of the economic role of UNRWA cannot be overlooked. In 1990, 
its annual budget for the West Bank and Gaza Strip was $98.6 million. In 1991, the 
UNRWA budget was $98.3 million; the approved 1992/1993 budget is $217.8 
million (roughly $109 million per year). In addition, from 1988 to 1991, 
approximately $949.9 million has been contributed to UNRWA, primarily by the 
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U.S. and European governments, to operate refugee camps and to provide services 
to the refugees under its aegis. Approximately 40% of these funds are utilized for 
the West Bank and Gaza Strip.' Until recently, UNRWA has expended only 
minimal funds fo r economic development projects. However, the agency plans to 
raise $20 million over the next five years for income-generating projects in the 
Near East. 

It is important to distinguish between the ultimate source of external funds (e.g., 
governments and private donors to non-profit organizations) and the vehicles 
through which such funds are disbursed. The most important sources of external 
aid have been: 

individual Palestinians in the diaspora, who contribute to a variety of 

organizations and institutions (as distinct from the remittances sent by 
individuals to their families in the Occupied Territories); 

Arab governments and individual Arabs, contributing to: 

individual Palestinian organizations and institutions, 
including municipalities; 

the Joint Jordanian-Palestinian Committee for the 
Steadfastness of the Palestinian People in the Occupied 
Homeland; 

the Palestinian Liberation Organization (PLO); and 

various U.N. agencies operating in the Territories, including 
the UNRWA and UNDP. 

the U.S. Government, which disburses funds through: 

various U.N. agencies operating in the Territories, including 
the UNRWA and UNDP; 

the Agency for International Development (A.I.D.) 
Jordanian Development Program (until 1989); and 

U.S. private voluntary organizations (PVOs) operating in 

the West Bank and Gaza Strip and one Palestinian PVO. 

private U.S. individual donors and foundations, providing funds to: 

individual Palestinian organizations and institutions; and 

U.S. private voluntary organizations operating in the West 
Bank and Gaza Strip. 
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European, Canadian, Japanese and other governments, which provide 

contributions to: 

individual Palestinian organizations and instituticns; 

the European Community (EC); and 

various U.N. agencies operating in the Occupied Territories, 
including the UNRWA and UNDP. 

European individual donors and foundations, which provide contributions 

primarily to individual Palestinian organizations and institutions. 

Understanding the nature of the sources of external funds is important to an 
understanding of the dependency of the Palestinian economy on the vagaries of 
external conditions. Ultimately, the U.S. and European governments and Arab 
states (and, increasingly Japan) are the major sources of funding. The major 
funding vehicles, including the several U.N. agencies and the U.S. PVOs, derive 
their funds from the same sources, governments and a few foundations and 
individuals. 

For the most part, external funds have been provided for: 

construction of health and social service infrastructure projects and some 
housing, 

* 	 operating costs for health and social service programs (and lately for 
rehabilitation services, more popular during the height of the Intifada), 

agricultural cooperatives, 

municipalities (for construction and operating costs), 

human resources development and training, including local and overseas 

long-term and short-term education, and 

* 	 infrastructure and public works. 

With the exception of agriculture, minimal donor funds have been provided for 
the productive private sector. 

It is hoped that this sector analyses, and the others which comprise the cross­
sectoral assessment of development opportunities in the Occupied Territories, will 
contribute to the efforts of Palestinians to be more proactively involved in 
planning for and implementing donor-funded projects. The reports may also 
contribute to donors' plans for more appropriate-as well as more effective and 
efficient-use of the resources they allocate for the Occupied Territories. 
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APPENDIX II: VISIONS OF A SUSTAINABLE FUTURE 

This appendix to the sectoral analysis presents a summary assessment of the 
overall potential for development opportunities in the Occupied Territories. The 
analysis was conducted within sectors, and, insofar as possible, across sectors. This 
assessment is based on the analyses and conclusions presented in each of the 
individual sector reports prepared by Policy Research Incorporated (PRI). The 
eight individual sector reports include agriculture, education, finance and credit, 
health, industry and enterprise, infrastructure, trade, and water and sanitation. 

Appendix II includes 1) a discussion of alternative assumptions under which 
economic and social planning will likely occur in the Occupied Territories; 2) a 
summary of the factors which constrain development across the sectors; 3) a 
summary of recommendations within and across the sectors; and 4) a list of issues 
that warrant discussion in the process of considering development alternatives for 
the Occupied Territories. Brief summaries of the findings of each of the sector 
reports are included as Executive Summaries with those reports. 

A. 	 DEVELOPMENT IN THE CONTEXT OF ALTERNATIVE SCENARIOS 

The move toward Palestinian economic self-reliance expanded considerably with 
the advent of the Intifada in 1987. Generally, the intent of this movement has been 
to promote a more productive allocation of investments, both internally 
(Palestinian) and externally (from donors). Specifically, Palestinians involved in 
development planning have sought to "enhance self-reliance in production, lessen 
dependence on external financial sources, diversify, rationalize and integrate 
domestic production branches, [and] reorient consumption patterns towards less 
conspicuous modes."' To this end, Palestinians have begun to 1) develop sectoral 
and regional plans; 2) design and implement experimental projects and new 
institutional forms and entrepreneurial initiatives; and 3) initiate a range of 
popular 'participatory development' efforts involving families, communities, 
regions, cooperatives, enterprises and professional associations. 

In order to ensure tlat these sectoral analyses are as useful as possible for 
development planniag, the recommendations summary recommendations 
presented in this appendix are listed assuming one of two alternative political 
scenarios: 

1) 	 no change in the current political status (with perhaps some relaxation of 
constraints), including programs and activities that could have short-, 
medium- and long-term impact without respect to a change in governance; 
and 

2) 	 a change in governance (e.g., interim self-government or autonomy). 

There are, of cours;e, many shades within this spectrum, but it is hoped that 
presenting the recommendations in this way will provide an option for discussion 
of development in the Occupied Territories. The development recommendations 
that assume the status quo are intended to meet immediate needs identified in the 
conclusions to which they are linked as well as to provide a foundation for 
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development under whatever political solutions are realized. They are thus 
building blocks toward a sustainable future under alternative political scenarios. 
It should be emphasized that the recommendations listed under "assuming 
political change" could also be carried out within a status quo scenario, but would 
likely necessitate elimination or significant amelioration of existing bureaucratic 
and other constraints. 

Under 	the present circumstances, it is all too easy to assume that little can be 
accomplished other than minimal support for existing projects; this approach 
defeats 	the intention to promote sustainable development. On the other hand, to 
assume independence (statehood) as the only basis for planning economic and 
social development negates the reality of the present political situation (that is, of 
the Occupation) as well as the possibility of an interim self-government. It also 
does not take into account that, even in the event of autonomy, it will be 
necessary to design phased implementation of policies and programs. For example, 
it will be necessary to ensure that: 

a Palestinian tax system as well as an organized health system are in place 
before assumption of responsibiity for financially burdensome public 
hospitals; 

economic support structures are in place prior to significant expansion of 
industrial capacity; 

cross-regional planning is in process, includin, the consideration of issues 
such as the trade-offs necessary between agricultural and industrial 
development in the water-poor Gaza Strip; and 

Palestinian planners and donors develop effective plans for physical 
infrastructure and other projects, ensuring that they will be used by their 
intended beneficiaries (i.e., Palestinians) given the possibility that such 
projects could be established within settlement areas in the future. 

In any case, donors should accept the possibility that their medium-term and long­
term (and even many short-term) development expectations could be considerably 
diminished under the present circumstances, even in the event of autonomy. In 
this most abnormal political situation, the traditional indicators of change-difficult 
to obtain, verify and attribute to donor programs under any circumstances-are of 
questionable validity and utility. 

B. 	 CONSTRAINTS TO DEVELOPMENT IN THE OCCUPIED 
TERRITORIES 

Sustainable economic development is proving to be an elusive goal even under 
"normal"circumstances in developing countries, and increasingly so for countries 
of all income levels. As this and the companion sectoral analysis reports 
demonstrate, the socioeconomic situation in the Occupied Territories do not 
approximate normal circumstances. Given the status of the various sectors Uf 
Palestinian economy and so'ety, and in particular given bureaucratic and other 
impediments, what are the opportunities for economic and social growth and 
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development in the West Bank and Gaza Strip? The technical and managerial 
issues are myriad and complex, both within and across sectors. 

While this is true in any country or jurisdiction; however in the Occupied 
Territories these issues are complicated by the volatile and fluid political realities 
and by the significant dependence on external donors for support for any type of 
development. Donor investment and support are, in turn, complicated by the fact 
that the traditional role and involvement of donors in developing countries has 
been severely Imited in the Occupied Territories. The normal mechanisms for 
rational allocation of donor assistance (e.g., donor negotiations with a ministerial 
level planning agency or external donors' departmiit within a Ministry of 
Finance) do not exist, while constraints to planning effective use of donor furJs 
are apparent. 

It is important that those involved in planning for development in the Occupied 
Territories be aware of the constraints under which the various sectors operate 
and within which development occurs. The constraints which pertain to each of 
the sectors are described in the corresponding section of each sectorl analysis, 
with a discussion of the manner in which the constraints impact on development 
in that specific sector. However, several types of constraints have especially broad 
impacts on development; these are summarized below. 

B.1 Bureaucratic constraints 

Bureaucratic constraints include GOI regulations which discriminate against 
Palestinians and their public (municipal) and private sector institutions and 
organizations. These regulations are subject to change (sometimes without notice) 
and to enforcement by individual members of CIVAD without approval (or 
knowledge) of their superiors. Examples include: 

curfk.ws (sometimes imposed for extended periods of time), 

barriers to physical mobility constituted by pass 
requirements and other factors, 

onerous procedures for obtaining building and other 
permits and arbitrary application of such proredures, 

taxation policies und enforcement which have been 
perceived by the International Jurists Commission and 
others as inappropriate and a violation of Geneva 
Conventions, 

restrictive labelling and export requirements on Palestinian 
products, and 

control of and restrictive policies with respect to basic 
physical infrastructure including electrification, 
communications and transportation, water use, and land 
use. 
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An important impediment to effective planning and implementation of 
development vrograms and projects is the fact that all those involved in 
development planning, including Palestinians and donors, lack access to critical 
fiscal, economic and technical information which is collected, processed and 
maintained by the CIVAD (or the GOI). While some information is available to 
Palestinians and others through the Central Bureau of Statistics (and other 
sources), other critical information is not. This includes, for example, revenue and 
expenditure information which is critical for an understanding of operating costs 
and cost recovery possibilities within the health and education sectors. Palestinians 
(and donors supporting projects in the Occupied Territories) also have no 
information with respect to plans for settlement areas, including plans for physical 
infrastructures to support the settlements. 

The complex mixture of residual laws (in force at the time of the Occupation), 
Israeli civil laws and regulations and military regulations vastly complicate 
development planning and implementation of specific projects and general 
sectoral programs. Virtually all court cases involving Palestinians are adjudicated
in the military courts, including all civil cases (e.g., with respect to contracts and 
taxes). The effective absence of a civil court system makes it all but impossible to 
formulate and enforce contractual arrangements. 

Palestinians have no adequate mechanism to generate revenues and provide 
public services. As a result, Palestinian NGOs and municipalities operating health 
and social programs or public infrastructure systems (e.g., water and sanitation, 
road networks, electrification) face unusual obstacles in attempting to cover their 
operating costs and adequately maintain physical plants and equipment. 

There have been some positive indicators that GOI constraints have relaxed since 
1991. In late 1991 the GOI initiatpd relaxation of restrictive policies which impede 
economic development, including: approval of licenses for a number of new small­
and medium- scale manufacturing, agricultural and commercial projects and 
relaxation of restrictions on the inflow of external financial resources by raising the 
limits on such inflow per person entering the Occupied Territories-from $490 to$3,000. 2 

It may well be that international organizations (e.g., the U.N.) and bilateral and 
other donors can convince the GOI that relaxation of cther bureaucratic 
constraints is beneficial to the economies and social structures of both Israel and 
the Occupied Territories. Simultaneously and independently, the international 
organizations and donors should work with the Palestinians (and Arab states) to 
ensure that, insofar as possible, constraints that result from Palestinian practices 
and the policies of Arab states are ameliorated or eliminated. Finally, the U.S., and 
other countries should remove constraints imposed by their governments or apply 
policies which would encourage development (e.g., labelling and most favored 
nation statvs). These governments should also ensure that their investment 
policies and programs are consistent both internally-that is, within the bilateral 
program--and externally-that L, between and among the various donor agencies 
and organizations. Donor investment policies should also be consistent, insofar as 
possible, with available development plans generated within the Occupied 
Territories. 
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B.2 Economic and other constraints 

Given the inextricable linkage with the Israeli economy, from which the Occupied 
Territories derive questionable benefit, there is, effectively, no free external market, 
and a severely limited free internal market. Moreover, the public (GOI) and 
private (Israeli and Palestinian) environment is not, to say the least, conducive to 
sustained economic development. The economic and physical infrastructures and 
systems on which development normally depends range from grossly inadequate 
to nonexistent. In addition, the Occupied Territories have few natural resources, 
a shortage of water and an increasingly diminishing land area. 

The local work force, which in the past served as an important source of income 
(through export of labor to the Gulf States and other countries) is unbalanced with 
respect to education and training. That is, a large (though not specifically defined) 
proportion of Palestinians are highly educated but underemployed professionals 
or skilled and semi-skilled workers who have only minimal access to training that 
would enable them to become updated on technological advances. 

Since the onset of the Gulf crisis, the "safety-valve" of Palestinian emigration to the 
Arab Gulf has been closed, and Palestinians have returned to the Occupied 
Territories or to Jordan. As a consequence, remittances from the Arab Gulf, on 
which the Palestinian economy was heavily dependent, have been significantly 
reduced. As a result of the extremely limited opportunity to engage in external 
trade and the virtual absence of support structures for economic and social 
development (e.g., marketing systems for agricultural and industrial trade), 
Palestinians have little competitive advantage, with the exception of their low-scale 
wages, which have some negative socioeconomic consequences as well. 

Development and implementation of potentially effective national and regional 
level plans require a governmental base through which to link sectors and 
public/private sector initiatives and programs. It also requires data and information 
as well as experience in the selection and application of planning techniqucs. 
However, neither the CIVAD nor the municipalities (which together constitute the 
de facto public systems in the Occupied Territories) plan and implement programs 
and projects across sectors. Nor do most Palestinians working in these entities 
have substantial experience in such cross-sectoral planning and Frogram and 
project management. Not only have they been minimally involved in the design, 
use and application of data and information systerr's, they have also had little 
access to data and information required for planning and managing public and 
private sector organizational structures and functions. 

Physical infrastricture (communications, electrification, and transportation 
networks) and water and sanitation systems are in poor repair and wholly 
inadequate. This severely impedes operation and expansion of the public and 
social service sectors and the productive private sector. Moreover, political and 
economic factors impede the efficient linkage of critical physical infrastructure such 
as electrical, communications, and road networks. 
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Unfortunately, as discussed in the individual sector reports, the political situation 
in the Occupied Territories militates against investment in private sector economic 
activities which may have the greatest potential for economic impact, as well as 
in social or physical infrastructure projects which take into consideration 
economies of scale. With respect to the latter (which include, for example, 
telecommunications, electrification and health services), this limitation has fostered 
wasteful and costly duplication. It has also hindered the ability of Palestinian 
institutions and donors to provide adequate basic services for the population as 
a whole and for the industrial sector in particular. For example, Palestinians are 
prohibited (for security reasons) from using much of the extensive road network 
which serves settlers, although access to tl.ese roads would facilitate access to 
markets. Similarly, electrification projects (largely funded by donors) have focused 
on electrification of the smaller villages, rather than on ensuring that industries 
have access to services adequate to meet their production needs. 

The presenteconomic outlook The worsening economic situation in the Occupied 
Territories bodes ill for development opportunities. Extensive development is 
difficult for projects that rely on private sector initiative, as well as those that rely 
on public (municipal) initiative. At the same time, the relatively young, disaffected 
(and unemployed) youth can potentially both participate in social unrest and 
contribute to social and economic change. 

C. DEVELOPMENT OPPORTUNITIES 

Even given these constraints, however, substantial improvement can and should 
be made in economic and social development in the Occupied Territories. It is 
critical that Palestinians and donor agencies rationalize the existing scattered 
projects within and across sectors. This rationalization must include identifying 
linkages across sectors that can improve the likelihood of development under both 
the status quo and potentially changed political and administrative circumstances. 

Table 1presents a summary of recommended programs by sector for both the 
status quo and political change scenarios. The recommendations for the political 
change option are in addition to those for the status quo, which are intended as 
building blocks for development, whether or not positive political change is 
achieved. The recommendations were devised based on the needs identifiec in 
each of the sectors independently. It should be noted that because detailed 
recommendations are included in each sector analysis report (e.g., education, 
health, industry), the recommendations in Table 1 are abbreviated in order to 
present them in a tabular format. Also, the term "public" or "quasi-public", as used 
in Tables 1 and 2 and in the following discussion, refers to municipalities and to 
other entities that undertake activities that under normal circumstances would fall 
within the purview of public (or quasi-public) entities (e.g., local water authoriti-s). 
The recommendations are not presented in priority order. 

An assumption supporting all recommendations is that donors would utilize local 
(Palestinian) resources wherever possible, as well as appropriate and cost-effective 
resources from the region (including Israel and Jordan, for example) and from 
donor countries (e.g., the U.S., Japan and Europe). Donors are encouraged to 
include a wide range of community-based and other organizations in order to 
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provide them with the opportunity to participate in comprehensive development 
across sectors and to promote broad-based support for such development among 
these groups. 

To prepare for specific plans within and across sectors, to derive maximum 
benefits from available resources, in the Occupied Territories, and to promote 
sustainable development, Palestinians and donors involved in supporting 
development in the Occupied Territories should: 1) identify overall development 
goals and specific objectives, 2) assess the relative utility of alternative 
development approaches, 3) consider the cross-impacts of the development goals 
and specific programmatic foci and projects within and across sectors, and 4) set 
priorities for projects within and across sectors. Whenever possible and 
appropriate, donors should assist Palestinian organizations in this planning 
process.
 

To provide an example of how the interrelationships among project proposals and 
objectives can be considered, Table 2 presents each specific sector 
recommendation identified in Table 1 and indicates the specific objectives for 
development to which the project or activity would contribute. These general and 
generic development objectives were identified from two sources: the mosL recent 
World Bank reports? 

A review of the recommendations presented in Table 2 makes it clear that there 
is a consistent pattern across the sectors and across the objectives. Review of this 
pattern might be useful for those involved in considering a rationalized 
development approach for the Occupied Territories. The principal foci of 
recommendations across sectors are: 

strengthen the capacity of Palestinian quasi-public and private sector 

institutions and organizations to plan, manage and evaluate policies, 
programs and projects at the national, regional and local level through: 

selecting and improving access to and use of information 
resources both internally (within the Occupied Territories) 
and externally; 

providing technical assistance, training (for managerial and 
technical staff) and other support for the enhancement or 
development of quasi-public and private sector institutions 
and organizations chat are responsible for or are involved 
in economic and social infrastructure support systems (e.g., 
water and sanitation, quality control, marketing systems, 
civil courts, tax collection and social welfare. This would 
include, for example, assisting in the definition and 
adaptation of standardized procedures; and 

improving education and training at the primary through 
university levels, including vocationa!/technical training, 
and literacy, self-instruction and distance (remote) learning 
programs. 
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improve the development, diffusion, use and assessment of technology in 
the quasi-public and private service and productive sectors through: 

providing technical assistance and training to enhance the 
selection and use of equipment and of new procedures 
(technologies) in agriculture, industry, health and education 
and physical infrastructure, including assessment of the 
economic, social and environmental impactw of new 
technologies and procedures; 

providing grants and loans (as appropriate) !or the purchase 
of equipment which has been demonstrated to be useful 
and appropriate for enhancing productivity or effectiveness 
in the sector to which it applies (e.g., new techitciogies in 
crop production, cardiovascular disease prevention and 
treatment or alternative energy sources); and 

providing grants and loans (as appropriate) to enhance the 
capacity of Palestinian universities and research institutions 
to develop and/or adapt appropriate technologies for use in 
the West Bar '. and Gaza Strip and for export (including, for 
example, computer software). 

improve management of, access to and use of credit and financial
 
resources, through:
 

- training of existing personnel in banks and credit
 
institutions;
 

- technical assistance and other support to improve 
management of bank and credit institutions; 

- facilitating -loans through international and regional 
development banks and private sector financial institutions; 
and 

supporting the development of credit circles and other 
locally based organizations which foster savings and loan 
arrangements for local development. 

improve the collection, analysis and distribution of data and information 
for use in quasi-public and private sector programs and projects, through: 

training in data and ii.ormation managemmt; 

technical assistance and other support for the development 
of clearinghouses and information systems in each primary 
economic and social sector (e.g., agriculture, industry, water 
and sanitation); and 
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encouraging the provision of relevant data sets from the 

GOI to Palestinian public and private institutions. 

improving the physical infrastructure which supports both quasi-public 

and private sector services and productive enterprises, including, for 
example, communications, electrification and transportation networks; 

strengthen health and social welfare services which are critical for human 

growth, development, welfare and performance and are linked to a 
society's economic development; and 

encourage effective and efficient use of energy resources and prospective 

protection of the environment in the process of economic, and particularly 
industrial expansion. 

D. DEVELOPMENT ISSUES IN THE OCCUPIED TERRITORIES 

A number of complex issues must be faced by those involved in development 
planning for the Occupied Territories. This section of the appendix briefly 
summarizes several of those issues. 

LinkagesAcross Sectors. While it is true that devising plans for economic and social 
development in the Occupied Territories is difficult under the present 
circumstances, the opportuni'y nonetheless exists for the design and enhancement 
of public and private sector systems which avoid the problems of entrenched 
bureaucracies and make the most effective use of Palestinian entrepreneurship and 
community and support networks. All too often it is necessary to prepare 
development plans in the context of bureaucratic structures which are not 
disposed to interact with one another (e.g., the Ministry of Health with the 
Ministry of Agriculture) or with the private sector (e.g., industry with public 
environmental agencies). In the virtual absence of such bureaucratic structures at 
the regional (i.e., We.:t Bank or Gaza Strip) level, the potential exists to plan for 
the most effective ai d appropriate usz of limited resources for Palestinian 
development. Moreover, donors and Palestinians have a unique opportunity to 
establish incremental programs and projects on which broader or more extensive 
development can be based both within and across sectors. For example: 

educational and training programs can be devised in light of short-, 
medium-, and long-term economic development plans in general and 
industrial expansion and agricultural trade specifically; 

-innovative approaches to expansion of health services and to health 
promotion and disease prevention can be devised in recognition of and in 
cooperation with the productive private sector (e.g., workplace-based PHC 
and prevention activities); and 

support for industrial expansion and infrastructure development can be 
linked to appropriate and efficient use of natural resources and designed 
to promote protection of the environment. 
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Benefiting from Israeli Experience. The factors of development in the Occupied 
Territories place them at a significant disadvantage with their primary trading 
partners-Israel and Jordan--and this has been seen primarily as negative with 
regard to development. However, opportunities exist for the Occupied Territories 
to learn from the experience of their most successful trading partner, Israel, as well 
as to learn from their specific economic interaction with that country. For example, 
educational and training opportunities in the Occupied Territories stand in stark 
contrast to those available in Israel. As the Israeli economist Aharoni has noted, 
human resource development in Israel has been a foundation of economic 
development. He states that 'The long-term competitive advantage of Israeli firms 
is largely a function of their ability to exploit unique human capital capabilities.' 
Israeli investment in the educating and training its population is exemplary. 
Palestinians and donor organizations which support development in the Occupied 
Territories should consider adaptation of applicable Israeli educational and training 
policies and programs to their development plans. 

Addressing development policy questions. The current situation in the Occupied 
Territories also provides the opportunity for consideration of broad-based policy 
issues which entrenched bureaucracies often avoid facing. The policy questions 
that should be considered by Palestinians, donors and other involved in planning 
for development in the Occupied Territories include, for example: 

1. 	 Given that there no mechanism exists to ensure coordinated planning 
across sectors, what are the opportunities to ensure (insofar as possible) 
intra- and inter-sectoral linkages and decision-making for sustainable 
development? Such linkages include, for example, investment in 
productive industries which are not environmentally hazardous and in 
crop and livestock production which places mihimum burden on land and 
water resources. A related consideration is that given the importance of 
integrated planning and the inherent difficulties in achieving it under the 
current circumstances, what should be the priority projects for the 
immediate (1-3 years), medium (3-5 years) and long-term (5-8 years)? 

2. 	 What will/should be the relative priority of public social and economic 
infrastructure systems (e.g., unemployment insurance, welfare, public 
health, social security/pensions as well as quality control and testing of 
medicines, protection of the environment, etc.) vis-a-vis investments in the 
productive p2rivate sector (e.g., tax benefits for private investment, public 
support for physical infrastructure for industrial zones)? 

3. 	 What contributions should donor agencies (bilateral, multilateral and 
private) make to improve the capacity of public services (e.g., health, 
education, physical infrastructure), pending a political resolution? Should 
such contribution include, for example, training the existing or an 
emerging cadre of municipally-based physical infrastructure employees 
(communications, electrification, transportation and water and sanitation) 
and/or investment in physical infrastructuTe projects themselves? What 
should be the relative priorities of investment in education and investment 
in improvements in technologies in the public and private sectors? While 
human resources development (education and training) is necessary (and 
a traditional investment role by itself), it is simply insufficient and could 
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lead to problems of social and/or economic instability if the economy does 
not soon rebound. Moreover, focusing exclusively on human resource 
development (in particular on degree training) has the disadvantage of 
requiring a long lead time before impact on economic development is 
realized. 

4. 	 What is the most appropriate and feasible degree of 
centralization/decentralization of public and quasi-public services, given 
cultural/geographical realities and practical economic and administrative 
considerations? What role could/should donors play in planning and 
preparing for centralization or decentralization of such services? 

5. 	 What is the most appropriate role for donors with respect to investment 
in the productive private sector? Given that the mechanisms used in both 
market and mixed economies to encourage investment and jobs creation 
are minimal (at best) in the Occupied Territories, what should donors do 
to assist in "jump starting" the economy in the Occupied Territories? What 
investments should be made in the cooperatives, which have (for all 
intents and purposes) assumed the role of quasi-shareholding for-profit 
companies, competing with privately held companies? Donors have 
supported the cooperatives extensively but have provided little support to 
the private sector. Should donors now provide financial support to 
privately-held, productive private sector companies comparable to such 
support provided to private companies in the U.S., Europe and the Pacific 
Rim (e.g., the U.S. government's Small Business Innovation Program)? 
Should donors work with the international banking community to facilitate 
loan guarantees to the private sector in the Occupied Territories for 
industrial development? To what degree should donors encourage or 
discourage small-scale enterprise in lieu of investments in medium- and 
large-scale industrial enterprises? 

6. 	 What should be the role of donors in preparing for assumption of certain 
public services (e.g., health, education, tax, regulatory and court systems)? 
On the one hand, there is considerable pressure for the Palestinians to 
assume responsibility for the social systems (e.g., health and education) in 
spite of the fact that they are not now responsible for the governmental 
systems with which those social service systems are inextricably linked 
(e.g., tax and regulatory systems). On the other hand, creating the basic 
(non-physical) infrastructure required for assumption of these 
responsibilities could consume a large proportion of the current donor 
allocation for the Occupied Territories. 

7. 	 Given that current policies of many donors, including the European 
Community and A.I.D. (as well as the World Ban'-, which has had 
representatives at the multilateral economic discussions), encourage 
privatization of services which are currently owned or managed by the 
public sector in some countries (e.g., electrification, transportation, 
communications, health), what investment should be made in municipal 
control of such services in the Occupied Territories? What rationale is there 
for such investment versus investment in encouraging private sector 
ownership/management of such services? Donors should be consistent in 
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their policies-if they support private sector development in the Occupied 
Territories, they should be prepared to invest in, or facilitate such 
development. 

8. 	 Given the current deteriorating economic situation what is the realistic 
potential for donors to consider immediate support for a large-scale public 
works program? Such a program-which could be comparable to that of the 
Civilian Conservation Corps (CCC) in the U.S. in the 1930s (and presently 
under consideration for adaptation by the incoming U.S. administration) 
focus on small- and medium-scale physical infrastructure projects (e.g., 
farm to market roads and environmental clean-up or protection). 
Moreover, the economic crisis would seem to call to developing a 
formalized social safety net-the absence of which helps to foster social 
disequilibrium in the Occupied Territories. Such a safety net could be 
comparable to those being designed by the World Bank for several 
developing countries; however, such programs require large infusions of 
financing-are donors prepared to provide such financing? 

E. TOWARD SUSTAINABLE DEVELOPMENT 

The small population base of the Occupied Territories and other factors suggest 
that economic growth depends on export-oriented industry and domestic service 
enterprises (e.g., tourism); this builds on the historical mercantile tradition of 
Palestinians. In any case, such development must be as diversified as possible (and 
as practical), in order to lessen the dependence on one or another source of 
financing for economic development. It must also be based on improvements in 
the capacity of Palestinians to compete in the increasingly competitive and 
dramatically changing global economy and to manage their domestic quasi-public 
and private institutions. 

Development planning in the Occupied Territories is taking place in the context 
of a dynamic and shifting political environment. When the preparation of these 
sectoral analyses was initiated in December, 1991, the Peace Talks had only just 
begun, and a different political party was in office in Israel. Since then, several 
sessions of the Peace Talks have taken place (with some progress, at least at the 
technical level), and elections in Israel and the United States (a co-sponsor of the 
Peace Talks) have resulted in changes in government in both countries. 

In order to ensure that they are contributing most positively to the process of 
economic and social development in the Occupied Territories, donors should 
increasingly turn their attention to support of policies, programs and projects 
which are linked across sectors in ways which most effectively make use of the 
resources available. Moreover, in the event of political change, it will be necessary 
for donors and international private voluntary organizations (PVOs) currently 
operating projects in the West Bank and Gaza Strip (and most importantly for 
UNRWA) to recognize that they most likely will have different roles in the process 
of planning and implementing economic development and social programs in the 
area. 
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In the long run donors will need to recognize that the eventual fulfillment of great 
expectations of economic growth in the Occupied Territories will require infusion 
of sufficient funds for operating costs and capital investment, as well as technical 
assistance and training help create jobs and develop a healthy, competitive 
economy. If donors cannot provide a sufficient quantity of such funds directly, 
then facilitating access to funds from other appropriate sources should become a 
priority. Donors should also encourage cooperation-economic and otherwise­
within the Middle East region, and in particular between Israel and the Occupied 
Territories. Such cooperation would strengthen the capacity of the countries in the 
region (and of the Occupied Territories) to compete in the changing global 
marketplace. It may also contribute to political and social stability in the area and 
in the Occupied Territories specifically. 
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Conduco VAljdyof capsi " eof In ked#Jo 
to manage krge Io* to the productvesecr 

CondW study of & plan fo brobemdInSJw~ fleede 

Improve capDty d PaMeelnln Ine itons lo 
cany out pknig &doee polices A progrem 
at Via rnaroornic &Mlcoeconomic brele 

EFen Creditfor productive Prtdector 
through loan Guasriee. etc., through 
donor agencies, and International. regional 
and national blnkng; lnMatone 

Fan bqenldg A credit servicese branchee of 
emaling hlrmor credit uLon or now banim 
or credit Inallbtone 10 geographic InMild 
nlowch 11 ~eist 

GOAL 

hniproved econoict A 
eccia wellben of 
the population 

X 

x 

x 

x 

x 

X 

K 

x 

K 

K 

Otbeuye 
A ignedI capacty &Eboth 
public&pltu smir ln~dbicna 

Inceasd produt* to plan A Rmeg onvoing a 
& marketing of agriturel A delm ~nM ApoliClee, Pmgr-
manufactured goods Propeft 

K 

X X 

X X 

X 

X 

K K 

K K 

K K 

AVAm 
K K 

WNro eductilonal alilarnuW. 
haa' and participation In ft 
-wod e on "epmrtdofUt knp u ecigewteed 

populIon w41w 

X 

x 

X 

X 

K 

K K 

K 

K 
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Tale 2, Contrned
 
Unkage Baee 9eocons! Development Obo:&ev,
Recomendailam 

Reommended Beoral sh 

at ll ieele of fthelthcoe y oft 

Impov fln .clal men'emnt capsalty & 

potetia for cod o a0 llty lWeol 


Expand facility, regional end Insrrglonal hat
 
plannin A needs woolein erM dme 


Expand A knpm capity OfWmidbone to
 
collect. analyn & - AMn dota&
 
Informaton fo a* ded health educaion
 
programs Mcl. diss- prevenUtion t oacuponsi 
and wenlnmmt health for snpie) 

Conduc an inmemeo&r ing healtnmme ooli 

Develop AImple m faliy A crouA4c~ thay 
hamlmanagemeorKAa 

Expendkxliulg educabon for heealthcam
 
p#Mnd*f to help ensure quality Of Care 


Developladapt praice guidelines OwAl
 
provdercegoriese eof.
o. cars; 

Expend prdmEy I secondary level careO
 
comwllty-loood rehebilmbor & "wail
 

health earvce to wtd3twovod onsea 


W-. and Inmplement regionl wdem cameto mel.
 
the mosselfedle &efFicient ~te
tre of scarce 

&lMproVe coredoK4vey 


Improve oeatlng health data Aciesrtnghouaee 

Develop,capacity of Palestinian h~aft hfclliee A 
to after diagnostic &treatment cervical notamvele 
In the O.T., IFdoing so would Improve effecthvenems 
offlcenyi theym 

Suppot Inlg d haft syden 

Support pubic A ptvt heeith financing meclhanemic 

sucrtenog capeolly o boUh 
pugc &piftea l2o b knpegd educaonl &Um"m@K 

Impf odeoonomic& 
sociul v .Wlbel of 

c produceft 
&manolnng catgriculaml& 

to plan A manage ongoing & 
devejopmant poloal. pag- A 

e 
-woo 

..andpwtclpellacninths 
eonthepelto e knim ed use of naweble 

h r,poulgWon manfctrd 9006B P""e populaion awe 

x x K 

x 
x x 

x x 

x x xx 

x x x 

x x x K 

x x x x 

K K 

K x 

K Ks K 

K x K 

K K It 

K K It 
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Table 2. contnued 
Unkage Beweaei 8arl Pcommmedada &Delopament Obleclves 

Racemmanded Bactoral Activities 

GOAL 

Improved economlc& 
ecial well-Hban of 
the population 

-b~e 
public Apvls,s In oui 

ikncmadpmducdv y Icto planP mla ngoWng& 
&marladng agicultuaIII devWlPmeW policies pogfm & 

-manufactured Oceds crowdsO4l~i 

Improeed educational llnmIt. 
heallt and pwbdlpdn In ft 
1 ee0on101apelte Improveduseoafm 

acri 

Enheco capacItyoci lnduy &esiwapdee In Own-e 

of productivityr queiity confrol. managementi 
naMcial perbonnel, e.) & re e.nh x K x 

Deraip & expand ldnkage beteenaletna 
Indusy &sarpriae & oreign univerties 
resachInlions x x K x 

Conduct comprehensiw Indwuhsyftma 
W--meand lai-ruegional planning (nlu n for 

Bbangtmia Intiltuboi vwrdh eupport nduwy & 
anW~plis lag., Industrial Unlot.. Chanibern 
of Commece, & econom c develop wo I xK ItK 

Dewelopaepand industry/*nherxtee da Q 
h.'ammdon /m &cieangho.e le.g.. 
maluling leitomwb- e~gismal x Kx x 

Exadcapac~ty for and conduct pruworty 
I qualfty corntl includingtilreOVallidimovir 
relbed factors e.g., Iabor/moanagamrtl 

rekbone. occupetonal &anrnmal eeh 
pracce &qusmy conbol miahAlme) Is x K K 

Daalgn wm sxan upport syowi k9W ndy/ 
enterprise (eg., qualty control, pmduct Waft 
conasustlon fr occupaional hearbi. rad. x X x It 

Improve ogonoice and prduv capacity of 
e. dng and elai dlnow indutriegerar it, x x x x 

Oagn &develop Industrial zwsea Ndebanwned 
to be approp le abve) x I I x x 

AdPt/develop new produt through laws or 
imA gmnis I x X X X 



Table 2. corllu 
Unkage Btwen Oal Rea medn OD 1wwopanMt O 

Reom mended Seclomil Activftles 

Infrasbudte jCommffunic .;. ceonMe 
Transp-oftwnl 

Improve manageral A Planning capacity lt
 
Pamedniane cunenoy of pownUall
 
responsible for k*budwepomje 


Upgr' capacity alsidliedncld an€lm4kMed wodmu
inInXvrcm 

Develop ccmpqw-bod ilonnadon wfmn ilor 
-anning &mangm~ of Ik'sirmuce" prolecis 

UPgradM' p&mrVm%& expandoed natwaim 

kenymvA lt made & made inWlagese
co uf 
Ie or 1o acces to am hAd bmng am voeeitbea 

DcAWI Melronkesbuchm Plane by sabeclor, 
lOCiulrgon molicosteove"symWend 
expand community Win t I kdrrnmaudje Ping. 

Coi duoidernonovadon poe on awwave 
enegy sour¢ax 

Impv capacity of public, qu-ublic 
&p f organiadnm to dlwVapt 
&manage initransduu lncncl oma 
&torecovwosdrfelmodwnioe 

Fxan aleCIflcAdOn lo vilUages vldio 
ii me A upgrade edi ting equiment 

DeWlopladapt cordlicabon & Wned for 
xdardsfor phsical knMb jr peronz 
flo use In WaO and ongoing meeinwN of 
Wle awnong mnicipa &ques-public employe, 

d comunicaons sem using approput,
kx,-€ €hnokogl 

os-co u i cnolo 

Exmand road nelwcd I n*with 
WaMi &Jordananmm odntwet 

knpow economic A 
sociw wtleingd 
Owupulation _ 

pGblic &pWmIiiptovedeeodt hihUom 

Inc .producly to plan&manae ongoing A 
A£mA ng ofaglcuaf&ual A dewelopmit policies, prognm & 
miinutured goods PsoI" 

educed t i 
he , and pailcipdi hiI 

okdoi MVep tgaN 
POpuaiN re 

ueipudn 

x 

x 

x 

xX 

x x 

x 

x x x 

K 

x x 

x K 

x x 

x 

x 

x 

x 

x 

x 

X 

x 

x 

it 

x 

x 

t 

x 

x 

it 

x 

x 

a 

x 

x x x x 

ti
 



Table Z.Coinued 
Unkege A I Ien eckrrw Pacommendesons A Develowresu obsfwe 

GOAL 

h pX Ae 
eociel mlelng c 

olecoes 
ublc; A p& slecnSiefilons 

CrondaincawmeUom cuvty to pin Amenage ongoing A 
&mnlng c Otegtncula dewopmm poUcles. progm & 

I1P 
he 

,Aft 

d educationa mlnnu 
, end ,p e-1p n in t 
oan VethpertatVi inp eduse ane le 

Recomnmended Sectcrsl Activites the populion manufactuted god CrOISCI pouaton1I~r 

Trade 

Conductl kmmng Stdee ASurwy 
to geoow reQuire &sdeqoldda x x 

Fxpend a Inprove 'eges, be- en Pelsednien 

frms.&ad&u adeires&Vedoa Alg ixxs 

Expend Ahfpwu economic inrurudseswtl 
impro -aom- i & import mein t , cep 
Proqe a eyetl for maon" ugalty consO N N x 

Empnd Paleni n trds mimmon&eA. ld 
rt-Wtm oft to aoign ron x x 

Developt adoedrel dw a&vomalon yam 
&clearighouse (inked to regional a insmnwbone 
imromston eym) N I N 

Upgrade capact o Palestnian itmis to hae 
Competitive advertages s.g., in nw pod 
developmert. qualitycoi requlr isle 
tradng parers, marketing' ech quss N x Xx 

Develop mul-naonl bade def a 
iformado y@nW x x x x 

Deveolxpea e bade :01 x x x x 

War a 9an*dbon 

Deegn A Implent ~-VxJ.e4 emwo 
W*oASc~Inthe Weet Bank A Gaza Strip, using 

on 

the most apprprrIa~~f~ole eI -g' x N 

lrnmedils design A Inmpia w iredo of 
rcycing, lars-calewrc hi n a. 
oes 'lcl ,I, In heOam Srp x X x x x 

Dvgn a Implement Smell- and medkn­
tcleSnitionp 4ect x x x N x 

Upgradescapacity of Paleebinlen inotibdoam flo 
COd we WQuality &other envionme tal imdles x X N X 

Ccrnduct woasir end cow aentvrnwi dudlee, 
focung Iltilly onhigh rilskm x N N N 

ImoproveCapacity Ofmunicipal a P1Vprvtnipenles 
to PLAn,Manage &(Vsiuaw wwa sWdon 
services &wyefenrm Including Improving their 

capecity to recove co t ofSNIC x x x N 

Improve capacity of sidled A sl.e"diq employee, 
focusing on cihnolwges a process x I x x 

Conduct Sty of wmwpricing Auwliion x x x N 

Developltnprov elr Aanitation 
lIformadon eyeams x x x x 

Develop a water end senitatlon die 
&l'ormadcn cieeirighouee x It x x 

Plen A Ipkemw lerge-ecale wo A 
saniion prIect, s necessary x x x x 

p support for mutI-nalonial xser 
&sentialon rpe InMiddle East N It N 


