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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 and 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.its 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 acditional 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 deveiopment
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


http:docume.ts

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 will 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 II, Table 2), based on general
development goals derived from World Bank documents and cther 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 vocational/technical
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
au“hority 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 read in the Gaza Strip
from Gaza City to Khan Younis to which Palestinians have access; when thai 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 s$0). 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.



II. INTRODUCTION

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

This report focucer on the physical infrastructure sector—-energy, transportation
and communications. Because electrical energy is the dominant form of energy
used ir: 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.LD.) 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 errnomic development through jobs creation and as an essential
part of the productive 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. Ina 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."™



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 asadequate
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 with fee recovery as appropriate (e.g., for electrification,
cornmunications). In the Occupied Territories, the GOI exerts control over
communications, energy and transportation through direct control (via tne
responsible CIVAD agercies 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 prcjects, 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.



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.> Bezek, a
semi-public company which Laises with the Civil Administration, controls all
telephone, telex and facsimile communications in the West Bank and Gaza Strip.6
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;® 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.



Figure 1
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Source: Compiled from data in Israeli 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 telecommu-iications for many
Palestinians, the mail is a critical mode of communicaticn 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.



Settlement areas in the Occupied Territories have well-developed and fully
functioning energy networks (including electrical and solar power), and they
utilize electrification grids designed for Palestinian areas. The GOI currently
devises and impleiments 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.” Electrification in the other
areas of the West Bank proceeded after the early 1950s. The first electrical
company in Gaza was constructed in 1950.” Notably, prior to 1967, there were
virtually no linkages among the municipalities with respect to their electrical units,
with the exception of the linkages among the municipalities served by Jerusalem
District-Jordanian Ltd.

Since 1967, the GOl 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.”® 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.”

As with conimunications, the Occupied Territories lag far behind Israel in the
distribution of clectrification in both urban and rural areas. While 95% of the
urban population in the Occupied Territories are supplied by electricity
continuously, less than haif of the rural areas have continuous access; thus,



approximately 70% of the total population has continuous 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 villages in the West Bank (5% of villages) have no
electrical supply.” CIVAD has also disallowed most new electrification projects in
rural areas.

Figure 2

Access to Continous Electri-
city in the Occupied Territories, 1990

100 ViX

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 resuits in diminished 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 ailowed to take place to maintain a balance



between supply and 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.”

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 transfcrmers and
substations) which have deteriorated as a result of
inadequate funds, and

- provide in-service training for technical staff, which
impedes their ability to haye adequate knowledge and skills
with respect to new technological development or to
enhance skills 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 itnportant for
the design, operatior,, 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 ¢.ficials te villages ... and enable
villagers to travel to markets and elsewhere."# According 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 economniies,” 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 bairiers 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, zt!;'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 Israclis;

* 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 in 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 v Jrks 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
Ca Road Network

Many external donors and researchers have pointed to the discrepancy between
the limited road construction and maintenance undertaken by GOl 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-developed 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 Areg,
Israel (1990), West Bank & Gaza (1991)

Gazo Strip

Sources:

For West Bank and Gaza: Abu-Eisheh, SA. A Development Program for tke Transportation Sector in the West
Bank and Gaza Strip. Unpublished seport. Nablus: Al-Najah National University; 1991. Cited in A’».a-Eisheh, SA.
Transportation and Communications in the West Bank and Gaza Strip. Nablus: Al-Najah National University;
1992, p. 1.2

For Israel: Israeli “tatistical Abstract, 19M. Central Bureau of Statistics: Jerusalem; 1991, p. 509, Table 18.16.
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'This road network includes three classifications of roads:®

* 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
(2746 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 arid nearly three times the road network of the Occupied Territories. See
Figure 4 on the next page.
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Figure 4

Comparison of Road Length
Per 1 Millon Pop.,, 1990

0 500 1000 1500 2000 2500 3000
K of Poved Boats Pes 1 Mo P

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; 1592, 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 naitow 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 1,082 registered taxis in the West Bank and 773 in the Gaza
Strip.* 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.” At the same time, according to the Statistical
Abstract of Israel, there was a 35% population increase in the West Bank and a
417% 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 Qccupied
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
GO from the Palestinians are sometimes used by the GOI to contribute to the cost
of road construction or repair.®

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 (inedium-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 1942.%

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 gocds 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.LD.* No donors have
invested in the communications sector, which is controlled and operated by the
GOl

Few external donors have invested in electrification, although A.LD. 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.LD. 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 develocpment 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 GOI 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 QOccupied
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-Funded Infrastructure Projects by Settlements. There are no
assurances that infrastructure projects will not be within a settlement area
in the future; and

* GOI Review of Infrastructure Pro;ects Supported 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-skillcd 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 turther 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 ir.clude 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, foreinen, 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 contro};

2) development or enhancement of the capacity ~f universities and other
research institutes to conduct m- '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 and 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 ali 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 resporsible 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 possible. 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 natinnal government), extensive research
and development projects undertaken by the World Bank have shown that labor-
intensive technologies havz 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 and 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 loca! 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 was 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 terrn. 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 (TDP) 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 GOl 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 GOl 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 existing 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 cut 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 1 summaries 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 projects which utilize
the most appropriate advanced knowledge
and technology available, within resource
constraints.

Recommendations

11 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 oversecas 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.

13  Improve capacities at Palestinian
universities, technical schools and research

institutes to develop and implement
continuing education projects (and
certirication/standards).

14 Donors should support educational
visits by Palestinians to developing countries
in which innovative approaches to
development and maragement 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.



2. The existing road system is
inadequate, both in extent and condition.
This severely hampers the prcductive 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 orimprovement in
order to expand trade. If autonomy is
assured and Palestin’ans assume
responsibility and authority for physical
infrastructure, donors should expand
support for roz 1 networks, particularly those
which support the productive private sector
and imprcve 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.

31 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
anc. 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.



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.

41 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).

43  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.



5. While initial construction of physical
infrastructure in Israel and the settlements in
the Occupied Territories is fully funded by
the GOJ, and maintenance and use is at least
partiaily subsidized by the GOI, few
resources have been made available for
constructon and maintenance in the
Occupied Territories. For Palestinians the
unit cost of communications and
electrification services is higher than for
Israelis and settlers. Lloreover, Palestinian
public, quasi-public and private sector
organizations have not had decision-making
authoritvy 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 GOccupied 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.

52  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 repo:ts 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.?

State of Israel
and the
Occupied Territories

1989
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Source: M. Kunstel and }. Albright, Their Promised Land. Crown Publishers, Inc., New York; 199(.



According to the UN., 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:°

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.” 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.?

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 summer
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.” Most are
university graduates but are unemployed or underemployed. However, those who
are unc:nployed reportedly are not eligible for social benefits frcm 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 civil 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.” In virtually all CIVAD offices, a military
cificer directs the departments, but Palestinians comprise most of the technical and
administrative staff. According to the Fourth Geneva Convention, 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.



FIGURE 5: ORGANIZATIONAL STRUCTURE CrF THE CIVIL ADMINISTRATION (CIVAD)
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The CIVAD currently serves as the "aathority" 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. Some municipalities have
Palestinian officials appointed by the CIVAD, but their authority is limited. Local
municipalities carry out activities which in other circumstances wouid 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 Palestiniar 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 inunicipalities, no
elections have been held for village councils since December, 1977.1

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:
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.”

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 J)erformance 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 tha". pericd, 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.’® 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 comgarison, the GNP in Jordan for 1989 was $1,730.” In Israel it was $10,920
in 1990.

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 incrcased 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."z‘ It should be pointed out, howexzr, 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 (JD) is still used by some in the West
Bank. As of January, 1992, the rate of exchange was NIS 2.3/US $1 for 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 cf
Palestinian goods to Israeli buyers, and 2) an 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 1991%),



The total estimated economic impact of the Gulf War (based primarily 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 th~: 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 Sirip range between 30% and
40% of the work force.Z While Palestinians now have regained minimal access
to the Gulf States as a source of employment (and remittances), 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 1l
income, there has been a concomitant reduction in consumer demand (estimated
20-30% reduction)® and reduced funding available for investment.

Figure 6

Figure 6: Employed 0.T. Polestinians,
by Residence, by Locdily of Work, 1990
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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.L.D., must be carried out by
the donors and agencies with the approval of the GOLI.

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 agproved 1992/1993 budget is $217.8
million (roughly $109 million per year).® In addition, from 1988 to 1991,
approximately $349.9 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. Agproximately 40% of these funds are utilized for
the West Bank and Gaza Strip.* Until recently, UNRWA has expended only
minimal funds for 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.LD.)
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 & 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 developrnent 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 er:terprise, 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 tnat 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 course, 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 todesign 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 responsibility 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-iety, 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 foct
that the traditional role and involvement of donors in developing countries has
been severely L. mited 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’ departmeiit within a Ministry of
Finance) do not exist, while constraints to planning effective use of donor fur.ls
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 sectoral analysis,
with a discussion of the inanner 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 tkeir public (municipal) and private sector institutions and
organizations. These regulations are subject to hange (scmetimes without notice)
and to enforcement by individual members of CIVAD without approval (or
knowledge) of their superiors. Examples include:

- curfcws (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.


http:curfk.ws

An important impediment to effective planning and implementation of
development orograms and projects is thz 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 GOl initiated 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; ihe
limits on such inflow per person entering the Occupied Territories—from $4J0 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 status). These governments should also ensure that their investment
policies and programs are consistent both internally--that is, within the bilateral
program--and externally--that i3, 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 dévelopment. 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 dirninishing land area.

The local work force, which in the past served as ar 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 Falestinians 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 technigugcs.
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 program and
project management. Not only have they been minimally involved in the design,
use and application of data and information systems, they have also had little
access to data and information required for planning and managing public and
private sector organizational structrires 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 ti.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 present economic 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 inprovement 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 1 presents a summary of recommended pregrams 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., educatinn,
health, industry), the recommendations in Table 1 are abbreviated in order to
preseat 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



provide them with the opporturiity 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
recommendaticn 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 mosi 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
incude, for example, assisting in the definition and
adaptation of standardized procedures; and

- improving education and training at the primary through
university levels, including vocational/technical training,
and literacy, self-instruction and distance (remote) learning
programs.



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 impacls of new
technologies and procedures;

providing grantsand loans (as appropriate) ‘or the purchase
of equipment which has been demonstrated tc be useful
and appropriate for enhancing productivity or effectiveness
in the sector to which it applies (e.g., new techiioiogies 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, througi:

training in data and information managemont;

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



- encouraging the provision of relevant data sets from the
GOl 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.

Linkages Across Sectors. While it is true that devising plans for economic and social
development in the Occupied Territories is difficult under the present
circumstances, the opportunity 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 Caza Strip) level, the potential exists to plan for
the most effective and appropriate usc 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.



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 econcmic
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 minimum 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 private 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 infrastructure 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.

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?

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?

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.

Given that current policies of many donors, including the European
Community and A.LD. (as well as the Wcrld Bank, 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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Table 2
Unkage Between Sectoral Recommendations & Development Goals & Objectives

GOAL Objectives
Strengthened capacity of both
public & privale sector institutions  improved cducational attainment,

imprwed ch | d p Aty to plan & manage on-going & heakh, and participation in the

social weil-being of a ting of agricuitural & devel policies, prog a rich on the part of the improved use of renewabie
Recommended Sectorai Activites the Ltk L d goode projects population FOSOUrCRs
Acroes Secton
Elimination or mie viation of L atic
and other conraainte x X x x x
Strengther/ng the capacity of Paletinian public
and private seckr ‘netitistions 10 plan, manage
& eraiuate policies, programs & projecte 3t the
national, regional and local level x x x x x
improving the development, diffusicn, use
accees 10, svaluation & acquisition of
technology in the pubiic and private seciore x x x x x
Improving a0 of and 0 use
of credit and financial services. x x x X
Improviyg the collection, analysis &
distribution of data & information ior use in
putiic and private sector programs &
projects, as well aa access 10 relwvant OOI
and other data end Informeson x x x 4 x
Improving pirysical infrastructure & water &
sanitation systame which support the public
& private tactors & meet basic human needs x x x x
Agricuiture
Short-4erm reliel program, including agricui
feeder roads and land recismstion x x x x
imp y of Pa institutions 10
plan, age & J prog & proy x x x X
P & d masketing ink tion &
support gystems x x x x x
Expand use of imp HTIGation systeme,
better uea of scarce water resources X x x x x
Expand and imp crop sties & Ih
production (o enhance markeiing potential,
improve land and water ves) x x x x
Deveiop industrial sector in Gaza. in Heu of
expanssci of agncuttural sector, in view of
waler shortage x x x x
Expand y of P a
SXIBNNION SONMCES x x x x
Expand & imp linkages b
Palestinian institistions and foreign public &
privaie sector agnicutural ressarch &
development institutions x x x x x
Develop/expand an agncuRural
data & information clearinghouse X x x x x
e d support for Imp d buildings
& laboratories for agricuitural tralning x x x
Expand support for gradusie training x x x x x
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Tabile 2, continued
!inkage Between Sectoral A dations & Devel nt Goals & Objecth

GOAL Objectives
Strengthen the capacity of
pubiic & privaie secior instittions improved educational attalnment,
imp d ic& | d prod to plan & manage on-going & health, and participation in the
-cx:loltr weli-bsing of a *“‘,d?"“ ) & development policies, prog [ ridoros on the part of & improved uge of renewabile
Recommended Sectoral Activities the ath manule d goods projects population ]

Education

P iab y & library faciities
faciities at public & private K-12 level & post-
secondaly education & training institutions x x x x

Expand & improve privede socior inttiatives in
Itsracy & diwance leaming x x x

Physically rehabilltate existing K-12 schools &

new echools & Y include
faclitios for recreation & community-based
aducstion in rehablitated & new schools x x x x

Revies K-12 and post-pecondary curticulum,
inctuding ensuring Hnkage of curmicuivm ©
davelop needs & empioymem opportunitiess x x X X

Expond & improvs teecher training in educational
theory & practics & in grade lsvels & subject
areas for which they are responsibie x x x x

Expand aveilability of new ed! J

technoiogies at K-12 & post-secondary
& train teachan in use of same x X x

D manag: of J &
tralning Institutions at all levels x x x L

Expand capacity of post-secondary instfastions ©
prowide short-term training in masketable sidll arses x x x x

Expand 2ty of post dary institutions ©
conduct applied h & Gevelopment prok
for the private sector (ncluding expanding
feciition & trainiy of taculty) x x x x

Devsioplexpand an education & training
daia and information clearinghouss x x x x

Develop & improve the dasign & use of ecucational
aseaeement matorials for use with teachers
and studerts x 4 x x

Conduct an of university prog ©
programs © identiy potentia) arees for

identily potential areas ko regional coordination
and resource sharing X x . x

Expand construction of new public schoole,
as necessary x

Expand h & deves totnd
0 the Productive private sector x x x x
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Tabie 2, continued
Unkage B 6 | R dations & D

Recomnanded Gectoral Activities

GOAL

Objectives

Strengthensd capacity of both
public & private sectx institstions  improved educetional attalnment,

[ d productivity

social welk-being of
th pooolad

© pian & manage on-going &

health, and pasticipation in the
ridoros on the past of the

& marketing of agricultural & P
anute d goods projects

population

improved use of renewabie

Finance & Credit

Expand community-bused savings
& credit instiastions (e.g., credit circles)

improve capecity of banks, credit

Expand credit for the productive privato
SockX {8.g., loan guarantses)

Deveiop the management infrastructure
for the Anance & credit sector (s.g., policy
Instruments for Anancial requiation &
standardized credit applications)

Conduct study of capacity of exieting instituions
o manage larger lo e 10 the productive secir

Conduct study of & plan for broadbesed
Insurence nesde

D y of Pak Inetitutions 1o
cay out pianning & devies policies & prog
o the ic & mk ic lovels

Expand credit 1or productive privess secior
through loan ¢ otz throug
donor agencies, and & , regional
and national banking inatitions

Expand baniing & credit services (branches of
e0sting benks or credit unions of new banks

or credi inctitutions 10 geographic arsas in which
nO such services exdet
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Tabila 2, continued

Linkage Between Bectoral Re dations & Develop Objecil
GOAL Objectives
Surengthensd capacity of both
public & private secior institutions  improved educational attalnment,
i d L d uctivity to pian & manage on-going & health, and pesticipation in ths
-o:hlmu-hdngd. a ~T:.. /& development policies, programe & dorceonthepartolthe  improved usd of renawable
Recommended Bectoral Activities the Lt L d goods projects population FOSOUIONe
Flealth
Stengthen health oy ' planning & agemnt
at all lovels of tha health care wywtem x x X x
improvse fine .clal mancgement capacity & x
potsntial for cost recovery at all faciilty levels X x
Expand facility, reglonal and imer-regional health
planning & needs sssessemet activities x x x
Expand & imp Ry o institutions 10

coliect, analyze & ° Jesminete data &
Information for exp nded hearh sducation
prog d prevention £ ot}

wmwmm.umn&-) x L]

Conduct an ot existing heakh h
studies & data bases; ditseminate resuits x X

Oavelop & impisment faciiity & crous-daciity
health management & information sysisms x x x

Expand continuing sducation for haath care
prownciars 10 help ensure quality of care x x

Deveiop/edapt practios guidelines for all
proviaer categories & leve: of care

Expand primary 3 seconday level cere,
commuiity-basod rehablitation & mentad
health e8rvices 10 UNGINEved arees x x

Pv.1and imp % regional vy care, to maks
the most sffective & efficient ue of scarce mecurces
& improve care delivery x x

Improve existing heakth data & clearinghousss x x X

D 0 ity of Palestinian heakth faciiltos &

to affer diagnostic & treatment services not avaliable
in the O.T., IF doing 80 wouid improve effectivences

efficiancy of ths system x z x

Support integrated health systeme x x x

Support public & private health financing machant x x x
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Tabile 2, continued
Uinkage Between Bectorsl Recommendstions & Development Objectives

GOAL Objectives
public & private sector institutions improved educational attminment,
improved ch | productivity to pian & manage on-going & heaith, and participation in the
social well-bsing of & maristing of agricutural & devel ot policies, prog & workioros on the part of the improved use of renewabie
Recommended Sectoral Activities the population h d goode projects popuiation TOSOUDSS
Industry & Enterpries
Enhenos capacity of industry & emerprise in terms
of producivity, quality control, managemont
m lal, p i, otc.) & reh x x x | 4
Devaiop & expand inkages b Palestin
industry & prisa & foreig ites
ressarch insitutions x x x x x
Cond P o Industry -
iter- and intra-regional plenning (ncluding for
feasibiiity/aporoprixtaness of industrial zones) x x x x x
Strengthen institution) winch support industry &
omacprise (8.0., Industrial Unions, Chamberns
oC [y ic Govel institutions x x x x
Develop/axpand industry/enterpries data G
h.‘ormation systeme & clearinghouses (e.9.,
-I_‘_ xth 7 -y x . . . .
Expend capacity for and conduct productivity
& quality control, including directly & indirecdly
related tactors (e.g., labor/managemant
lath P ! & enviror | hoalth
practices & quallty control mechaniems) x x x x
Design & expand support systams for induetry/
emerpriss {8.g., Quality control, product testing,
ation for pational health, trade x x 4 x x
P o and p cth ity of
deting and d new trh P x x x x
Design & develop ind | zones, ¥ & ined
to be approprixte (soe above)} x x x 3 X
Adapt/deveiop new products through loans of
small grants X x X x x




Tabie 2, continued

Unkage B 6 I R dations & Development Objectives

Recommended Sectora) Activities

public & private setior institutions
to plan & manage

soclal weli-being of )
manutectured goods _____projects

Infrastructure {Communicathuic, ©
Jruneportation)
imp rial & pl g 2y of
2 y or p Y

2o for ivira prol

Upgrade capacity of sidiied and semi-sidiled worlerns
in infrastructure

Deveiop computsr-based Information systems for
Nanning & management of infrastructure projecs

Upgraa & expend road networks, particulesty
key mari at ac0osss roads & roads in vilages with
litthe or 110 accees 10 areas having bas!c sarvices

Deveiof) regional infrastructurs plans, by sub
focusin g on most cost-effective systems, and

y invoh in infra ping.

Conduct demonstration projecs on akemative
onergy sources

Improve capacity of public, Quasi-public
& privete organizations 1o design/edapt
& manage inf f | oy
8 to racover cor’s of related nervicos

Expand stectrificetion 10 villages without

standerce for physical infra 3p
for ues in inttlal and on-going assessment of
sidlia among municipal & quasi-public smpioywes

Expand yshems, Using sppropriate,

Expand road network & Hok with
tarasil 8 Jordanian road networke




Table 2, continued
Unkage 8 Bactoral R derions & Develop Oblecth

public & private secior institions  improved educational attalnment,
Improved economic &  Increased oroductivity 1o pian & manage on-going & hecith, and participstion in the

social wel-being of & marketing of agricuitural & development progy & dh on tha pat of he improved use of rensweabie
A d Sactoral Activities the popuiation o d goods projects popuiation rescuross
Trade
Conduct markating studies & surveys
o generute roquire trade-reiated data x x X X
E & Imp lir'ages Palostini
fima and trade institutions & foreign instisdons,
firms, & business & rede institutions x X x x
E & Imp iC Inirastruchures which
imp domestic & import Q.0-, capital
projecis & systems for monikonng Quality controf) x x x x
Erpand Palestiniean trade missions & . \aled
short-tem vielts 10 foreign countries r x X x
Owveiop trace-releted data & information systems
& cleasingh (linkad W regional & intemesonal
information syueems) x x x X
Upgrade capacity of Palestinian fime 1o have
competitive advantages {e.g., in naw product
development, quality control requirements of
ding partnen, Q 00 x x x x
Develop mutt-national trade data &
information systema X x 4 4
Develop/expand fres trade zoncs x X x x
Watnr & Sani:ation
Design & implement smal "2l water & sanitation
projecia in the Waest Bank & Gaza Strip, using
the most appropriae technologies x x x x X
diste design & implementation of -ter
ycing, largo-ecale watsr- [
other related projects in the Gaze Btrip x x x x x
Davdgn G impé nt small- and med)
1cale sanitation pjects x x x x x
Upgrad y of Palsstinian inotitutions %o
conduct water quality & other snviccnmental studies x x x x x
Conduct weter, air and other enviconmental studies, °
focusing initially on high risk aress x x x x x
P ity of icipal & private
to plan, manage & cvaluate water & sanitation
services & systema, including improving thelr
capacity to recover costs of services x x x x
Improve capachty of skiiled & semi-sidiie smpioyess,
focusing on technologies & p x x x x
Conduct study of wetar pricing & utiltzstion x x X x
Develop/improve weler & saniation
information systams x x 4 x
Deveiop a water and sanitation data
4 information cliearinghouses x x x x
Plan & impiement larpe-ecale water &
Santation projects, &8 NECesSAry 4 4 x x
E pport for multi-national vweter
& sanitation projects in Middie East x x x x




