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EVALUATION FORM

Investment and the Investment Environment |
In the West Bank and Gaza Strip

In ord:: ‘o develop and improve the quality of the publications produced by MAS, w
that i -+ i1 be helpful to obtain feedback from our readers. We would therefore
after - - ng this publication, you could complete the following evaluation form
to th: -ess below:

Palestine Economic Policy Research Institute - MAS
Ramallah - P O BOX 2426
Tel: 02 - 2987053 /2987054
Fax: 02 - 2987055
1. 1. .2 and Address of Respondent (optional):
2. Wnich of the following best describes your field of work?
0 Governmental
O Legislative body
O International organization
0O Public organization
O Other (please specify)
3. What is your evaluation of the content of this publication?
0 Excellent O Very good 0 Good
4. To what extent is this publication useful to your field of work?
O Very useful O Moderately useful O Slightly

5. Please specify three aspects of this publication which you li

6. Please specify three aspects about this publica
improvement. 23

7. Ifyou have read other MAS publica

O Consistently good
0O Mediocre

8. To what extent are :

ersity Library |

-* Digitized by Birzeit Univ



oy o) LA A3 1 3l
(bl Laityl Aalalf

g g g LY AU 58 85 50 2l ) = il gl g,
1994
L paa — :\-_I-H-Lt--lﬂl _)g)a.‘all 141-1.4 s

A

Tl ALl odlal peaey sl Lbile G gabaddl (g5 Gl 1995 Wl i -

A el DUl J 55 53y Gl o8 19981 SIS

AL D Y] Glan g g iy QULk iy 1998 JL 3 -

oo ol ey ol gl gl Aay Gl Gu iy 1998 L G -
A Gy il e day jidl ol

Slad e (Sl (i) S s 451996 pladl i 1Sy el = Kihoddl ol Rukie ¢
hall ALl e i 28 jaall  gus (g elic) 338 g Und g dusall Giall cpa 53y gined
celieY) alld Lablia Jaxs 30 48,4

ORI G S 3l B w5 51995 L & oY - ko) ),Fn Lebio ¢
-0kl G G5l (e dae il s Jadid Bae Bl alle il

L A2 wds 51997 @ ¥l ANl — ALKl adlEACET
' g Ol Jlae 3 oyl (o 25040

e G Gy ) G5 1998 L & el = Mu sl Akia $
b ;ﬁ“ﬁf dul 5135 kS el e Al Rl

PO 5 651998 ALl 8 Yl — Lplaulill el dakie @

A A .(‘L*m\'/") |

H95 82000 ol b el Ll — Ldandill y jadll Aabis

: feb b e a a8 gy il Sl oo
A S LS a8 b il Slaiiall gl o il gl

E ] L EAD Gaa e
S ked < ey Sl pga e Gih il clatially pdudl (805
Rl S il y Sy 34

93 Gl Reliall 4 5 jlaill g (o 630l

111

‘* Digitized by Birzeit University Library



paly Aallall S AeRS (588 4n ek
caiids d“"““ s Lot AlE el Alsl sy cled

&

';;ﬁ o

" Digitized by Birzeit University Library -



< ) w"' daild X
e danddl Lalai®y) Clubpd) Slagl agas

¢ L) Yoy
3 2 4kl alaly -1

(s b Alaall oo Sl RS ) Aiphandill 28 paall s ) -
1995 A yaall

1995 (36315 Syl 15 e g Ual g Ay pall ddall delull dan 5Ll 5 jlag) 9

1996 ¢S yan sl ?i 5 a5 a0 Adkaia 1l pud 5 Gadandd g & el ALY S5l

il iy Sl g Lmgial 40 Sl 8 (Labdl) D s )l 8 las W il 4
.2000 ¢ 4kl

2000 il DUy adl JUY 2 g5 551 AV (s D §-]

2000 «&biinal WGBUT 5 Leadl 5 14y joaall Ak lill dus el skl 6-1

2000 ¢Asdiivnall L3I 5 Leadl 5 L Y1 duidasldl dalall 5l 7

2000 ¢Abianall 815 Lgadl 5 1350 ,Y1 Liadadill dua il 3 lacl §-]

2001 Aanl) Dbl Za a5 il bl pen dungiay jolias 9-]

2002 «(5 SH Ay yall 3 yadl 5 sl dahaia g plasdi (-]

2002 Al LAy Jiad) bl ) jlaill clalud) [1-]

2002 «3UY1 5 adl 1 :Aiadanill danal) 5 sl [2-]

<l Yl

Ulaadl 5 45 ) Asaial Clusbins -2

1996 52 g U 4y jal) dill o Jpeial el 122

.1996 (ajaltgg;ss 2 % Azl a Jaall G slad gl 22

o : 1997-1967 : Ul yul &  ciskanalil G

Aabiioy il o L gSa a8 i ,f :_: dilb mml: :Jj 131-5
1999 A0 dag) 1 cdyylandil] gyl

2000 il Uaall Lo ANy o jell Jlas 52

“\TLAJ oA Al 8 Jaall lagian¥) 5,080 Cissna 622

il Jall e s M1 5 0 3 s TS
2001 ¢dabial

2001 5
T e €
Jilal B e tuﬂgJ 1-_“)&“

L)) a3
C+(90) 1995 el il 25 315al 173
o A Al &y sl bl I s 23
285 Rsblalil 4 1L 4 las ) el bl 373
2002 (i) sall 5 saalls
(S TORE ot Ll

(891995 3 4y _ :LL:‘ }u:Ja bl 6 0l g Wil ;::
AN Ay i) el g Uadl :

1996 G ¢ o1
ST ol 5 i :;ih

‘* Digitized by Birzeit University Library




(&5 uu) 1995
1996 ‘L-“-‘LSAY‘J c.\\_,n q.u.huhn y

1996 cigia Y1 Aclicalls 4 jlie Lidudill Zeliall
L1997 (oahudi o @.uﬁ“

)‘-“ M[ LsJ A_uu.\hl‘ .\}\:;“ dju.lul Lfl‘: M.ll.lll L..ILGLM.A“J

2000 ¢ gisbandil i jladl ¢
2001 ¢ yiplandil) otinal

-* Digitized by Birzeit University Library



Q’SL‘.‘%\”M

1997 35 gy G il il 3 (oo 1) oV o oLiaW ity 1 “

1997 36 gy g pill dddall (b colaa¥l ey o
1997 @36 g Uiy &y all dbnall (2 dardl Sl (3 (paaall aalilly ety oa.\L:
336 gl il Al A b e QR YT Sty ol 5 g 0
iR g -1998
1998 32 glhaiy 4y el diall 8 elaal o, Pl o ;

2000 3 3¢ g b5 4 adl ddiall 8 xilall o 403 ) 3] .6

TSRS 75

= Laay) (S|

.1998 B oSl iy
.1999‘_5_“.&‘_-,,;15(2(5)& 2
2000 bLd 3 6,0 3
2001 JU 4 5,0 4
2002 )4 5 dyae §

delaiay) g Laladdy) duam) Jlaw

(4U) 1995 @ je ¢ Undy dyy jall disall o aill ol ]

1996(38L) Aiphiadd & pats Al fid gas 2

1997 G e gy A il diiall 8 il il gins I

ol 1999 claall a2 ) dn 4

201 g 5 £ T 3 ) e S
SR R n AR 5 ey Al Apailll ol oyl .6

2001 +-2001/6/30~2000/9/28 A P il Syl e ‘é_l__.:.i:)...)(l Seantt i T

SIS elanyl § 500 Ailaay) il 5 Ayl clelf

1997 4. '(fL’) fl99§ J1995 alell _dl jaqyal ol ol et IR
PO B 1994 il al s/ oliall D

197 A @ ki 11994~ 2l it 20 bl 3

2001 632 o115, 5 il il Gl e 48 L i dad
Miﬂﬂ UnL.ll& A el da) o Al iy <) L claaiall 335 Bl
& el Laddil gy N P i

2001 ¢y

2002 ¢ giskaalil)  nalal el diss

‘* Digitized by Birzeit University Library




L1997 ¢ saill 5 Sl all 1536 gy dy
gLy ol il g8 e el I gy By

31 ikl (odaandh b stV g Lolia¥) Gl Sla 2
(0 a0 5y s iy

angy sheas) S Jit Al e Agulandall Al deabiall ,_;,[g__;‘m;l

1999 (AlalSs Ale sad Ayihandill dyib o) Aalull § die ] 4
1999 chuliiien 33l a8y 538 g Uniy dy all diuall

1999 6 36 g lai g dy jall disal
1999 ¢t i A1 pul b ol cada i 3 e s Ul
11999 536 & Und g Ay yall Aisall (8 Janll Gy (g8 Aball
1999tL¢>bJLJ)iJWL@}J|M|QAw3M
1999 (Jadl Gl g a3l 1 :Asilanil
.1999 GM‘J fl"'“ tUai“Q_lg'
1999 ¢ skl o815 callall (N :
A all g DpaliY) y Alaall el e Sl i

336 Uy oyl il Aol ) cilaliia g Y Als Ao
5 g 000 «

&

.2001 «200C

‘* Digitized by Birzeit University Library



. Slon Papers 2
MAS D]SC;llisc’:y s \,{/Jest Bank and Gaza Strip, 1997.

l. Trat::!hl’i n Palestine: Potential and Challenges, 1997.
28 H:'ra structure in the West Bank and Gaza Strip: Institutions and Growth, 199
i. ll\lf;or?etary Policy in the Absence of a National Currency and Under Currency'

Board in West Bank and Gaza Strip, 2000.

MAS acted as secretariat for Social and Economic Policy Research in
Palestine (PRIP) for the period from 1/3/1997 to 31/12/1999 and Publisheq

the following studies:

1. The Capital Structure of the Non-Financial Corporate Sector in Palestine: A
Comparative Study, Pre and Post 1993 Oslo Accords, 1998. (Arabic only),

2. Voluntary Community Organizations and the Palestinian National Authority:

Towards an Integrated Relationship, 1999. (Arabic only).

Homes for the Elderly in Palestine: Reality and Future Prospects, 1999,

(Arabic only).

4. Cultural Tourism in the West Bank and Gaza Strip, 1999. (Arabic only).

5. The Separation of the West Bank from the Gaza Strip: A Negotiating
Dilemma or a Strategic Israeli Policy? 1999. (Arabic only).

6. The Determinants of Labor Force Participation Rate for Women in the West
Bank and Gaza Strip, 1999.

7. Palestine Small Business Enterprise: The Nature and Causes of Success, 19%9.

8. Higher Education in Palestine: Between Public Sector and Privatization,
1999. (Arabic only),

9. Unemployment in Palestinian Territories: Current Situation and Perspectives,
1999. (Arabic only).

: ll’;;ngale-Headed Households: The Global Debate and the Palestinian Context,

(V%]

U Restructuring of the Garmen Industry in Palestine: Adjustment to Local,

e l;zgror_lal and Internationa] Changes, 2000. (Arabic only).

= £dapting to Change: The Cage Study of Four Palestinian NGOs in the West
ank and Gaza Strip (1994-] 998), 2000.

Annual Repo.—ts(En :
glish) fo — 1996-1997-1998-1999-2000, 2001
Annual Repors ( Arabic)) Fyears 1995 — 1996-1997-1998-1999-20

MAS in Focus, 2009
Annual Report for 2001

MAS List of Pupljcagi
catig
A Brochure,1999 i

All Publications ar ;
othenise i epubhshed in Arabic and Eng!ISh in one volume unless

‘* Digitized by Birzeit University Library



Social Field

1.

Informal Social Support System (non-institutionalized) i
It SO ed) in the West Bank and
Living Standards in the West Bank and Gaza Strip, 1997,

2 Mt :

3. Social Support Institutions in the West Bank and Gaza Strip, 1997. (Arabic
only). 2 *

4. The Workplace as a Source of Pension Benefits and q
West Bank & Gaza Strip, 1997, Health Insurance in the

5. Informal Finance and Lending NGOs in the West Bank and Gaza Stri

6. Towards a Social Security System in the West Bank and Gazaaéz?rip ]1%913998'

7. Internal Migration and Palestinian Returnees in West Bank and Gaza Strip
2000. B

MAS Social Monitor

MAS Social Monitor Issue No. 1 1998.

MAS Social Monitor Issue No. 2 1999.

MAS Social Monitor Issue No. 3 2000.

MAS Social Monitor Issue No. 4 2001.

MAS Social Monitor Issue No. 5 2002.

Economic and Social Development

T

Lh

Civ
1.
28

=
3%

First Reading in PCBS Statistical Reports Series

1.
2,
35

T Digitized by Birz

Poverty in the West Bank and Gaza Strip, 1995. (Out of print).

Toward a Vision of Palestinian Economic Development, 1996. (Out of print).
Development Under Adversity, 1999. (In collaboration with World Bank).
The Informal Sector Enterprises in the West Bank and Gaza Strip: Case
Studies, 2000.

Evaluation of Palestinian Development Plans and Ministerial Programs
Pertaining to Poverty Eradication, 2001. 3
The Effects of Israeli Siege on the Palestinian Economy. for the Period
28/9/2000-30/6/2001, 2001.

il Society Empowerment ;
Mapping of Palestinian Non-Governmental Organizations in the West Bank

and Gaza Strip, 2001. izati d
The Relations Among the Palestinian Non-Governmental Organizations arn

with the Palestinian National Authority and donors, 2001.

Financing Palestinian University Education Prospects for Improvement, 2002

1996. (Out of print).

Bulleti : hic Survey,
etin of Consumer Prices and Demograp t No.1 1997.

The Industrial and Services Survey — Main Results, Repo
National Accounts for 1994, 1997.

eit University Library




* l\go]net;;ﬁsl:i?:i:rilesBanking Sector: Statistical Review Issue 1, 1995 (Out of

E:lll:s)l'i“’la" Banking Sector: Statistical Review Issue 2, 1995 (o, o

e ' for distribution)
3 ;ine Regulations, 1995 (not for is el
e ?ﬁ:l;’l:restixﬁar; Banking System: Reality and Potential, 1996,

i ¢ W
x Igd[us]r*ze Competitiveness of Palestinian Industry Compared to Jordaniap

Industry, 1996. (Out of print). (Arabic qnly). g
Opportunities and Potential for Palestinian Industrialization, 1997,
The Impact of the Peace Process on the Textile and Garment Industry in

Palestine, 1997. : 4 :
54 Palestine and Israel: Subcontracting Relations in the Garment Industry,

1997.

5.5 Tanning and Natural Leather Based Industries in West Bank & Gaza:
Current Status and Prospects, 1998.

5.6 Quarrying, Crushing and Stone Industries in Palestine: Current Situation
and Prospects, 1999.

5.7 The Pharmaceutical Industry in Palestine: Reality and Future Prospects,
1999. (Arabic only with English abstract).

5.8 Footwear Industry in Palestine: Ability to Adjust to Local, Regional and
International Challenges, 2000. (Arabic only with English abstract).

5.9  Palestinian Industrialization Policies and Strategy: Options Available at
Short- and Long Terms, 2001

5.10 Software Industry in the West Bank and Gaza Strip: Reality and Prospects, 2002.

L
Ll o

6. Tourism
6.1 The Palestinian Tourism Sector: Present State and Future Prospects, 1997.

Economic, Cgmmercial and Social Legislation
Th.e.A Cr:tlgal Review of the Proposed Palestinian Banking Law, 2000.
gr!t}cal Rev!ew of the Proposed Palestinian Industrial Law, 2001.
ritical Review of the Proposed Palestinian Agricultural Law, 2001.

grmcal Review of the Proposed Palestinian Law on Renting Residential and
ommercial Properties, 200]

B W —

MAS Economic Monitor

MAS Econom_ic Monitor, Issye No.l. 1997

MAS Econom!c Monitor, [ssye No.2. 1997
AS Economic Monitor, Issue No.3: 1998

>
&
(=}
=
o
=
==
=
=}
=
g
=

! Issue No.g8. 200]

|

‘* Digitized by Birzeit University Library



Economic Field
1. Trade Policies

1t
1:2
1:8

1.4

15

——
O 0N

1.10 Palestine and The Great Arab Free Trade Argg ). p

2.1
232
29

24

225

2.6

2.7

3. Fiscal Policies

3.1

Palestinian-Israeli Trade Arrangements: Se
Sharing, 1995. o
Potential Merchandise Trade of the West Bar
(Arabic only). i
Trade Relations between Palestine and Israel
Customs Union? 1996. 7
Analytical Review to Improve Trade Data Colle
Case of Palestinian Merchandise Trade Statlstlcs,
English abstract).

Associating Palestine with the European Union:
and the Way Ahead, 2000.
Palestinian-Egyptian Foreign Trade: Reality and
Palestinian-Israeli Foreign Trade: Reality and Future |
Palestinian-Jordanian Forelgn Trade: Reality and Futur
Palestinian Foreign Trade in Services: Data Sou
Methodology, 2001.

The Implementation of Labor-related An
Economic Relations between the Govern
Critical Review, 1999.

Economic Relations between the Go \L
Critical Review, 1999. :
Analysis of Palestinian Labor Sup,
Determinants of Labor Absorptive
Strip, 2001.

Enhancing the Labor Absorptive
Options and Policies, 2001.

The Palestlman Autho




’ ‘ Digitized by Birzeit University Library



» Import substitution industries

The value of Palestinian imports total more than $3 billion
annually. In principle this provides an opportunity to produce
alternative products for imported counterparts. Products expected
to replace imported products include foodstuffs such as natural
and concentrated juices, wafers, diary products, and meat products
s Y such as ,bolyogn:'i (b‘aloney).‘Therc is also increasing demand for
- products used in construction and building finishing, including
metal products (steel and aluminum), wood, and plastic products -

in addition to intermediary products.

+ Information technology industries
A MAS study found that there was a real opportunity for a viable
Palestinian software industry. However, this industry faces
numerous problems that impede development locally and
' ionally. e e
internationally o2

2. Agricultural Sector
There are promising opportunities for investment in this sector,

including the cultivation of grapes, melons, flowers, and medicinal
herbs. There is a considerable shortage in meat production and dairy
industry inputs, thus creating investment opportunities for the
production of red and white meat, particularly cows and turkeys. The
Palestinian dairy industry depends largely on imported milk so cattle
dairy farms represent a good investment opportunity.

3- Construction and Housing Sector : : :
This sector is expected to be the most pioneering sector of the

Palestinian economy in the short and medium term. Develqpmfant and
improvement of infrastructure in the Palestinian Terrltor}es are
particularly needed in the wake of the destruction by Isr.aeh forf:es
during recent offensives in the WBGS. Overcrowding in housing
needs to be alleviated, particularly in refugee camps, and to meet _the
growth in demand for housing resulting from the niftl%l‘al population
growth rate and the possibility of the return of Palestl_man refugees in
any potential peace agreement. Annual new housing needs were

estimated at around 30,000 units.

WS¢ Digitized by Birzeit University Library



» Reclaiming land suitable for cu[tnvatllczlnhzl:d :;“CC;UFﬂg'"g farmers ¢,
it with crops and legumes wou : p generate g source of

plant it food in the face of Israeli measures. To achieve

icome anld 235 need to be opened and agricultural inputs, sych o)

agr.'wl;::?feﬁ,‘“zers, also need to be provided at reduced priges, -

g:z?;iemia] policies for Palestinian Produc;s, particularly in tenders ¢,

PNA institutions, will support local .mdustrles. .

Establishment of specialized credit programs gamed at deve]oPing

investment in Palestinian areas could provide industrial |oans with

promotional terms. b - :

¢ Privatization of existing public corporations and tougher

implementation of the law on public tenders.

Establishment of an economic database and research institutions to

conduct market research on local and international market trends ang

on sources of raw materials and technological development.

¢ Networking with marketing companies to market Palestinian products
in Arab and Islamic markets. This requires international exhibitions in
which to showcase local products and a search for partners in these
markets.

¢ Conduct economic and technical feasibility studies on the possibility
of linking the Palestinian Territories with the infrastructure of
neighboring Arab countries, particularly for water and electricity.

Private Investment Priorities

1. Industria] Sector

& Extractipn industry based on the exploitation of stones for the
production of building stones and marble.

* !’rewous studies indicated that there was potential for development
n the quarry industry and marble industry in particular since the
'aW material available s i, colors favored by the international
market. These products also have a religious dimension in that
they come from the Holy Land. There is growing demand for
marble Internationally with the possibility of marketing building
Stones N Arab countries, particularly the Gulf States. A']Other
Possible industry coyl pe developed based on the exploitation ©

S li
nineral salts, hithe : to the Israe
Occupation, > rto unrealized due

‘* Digitized by Birzeit University Library



{ransparency anq the rule of law. As regards public fi
a financial policy must be adopted to boost deve|
rational policy Afor lending, manage government loans
use of this limited resource, and investigate expansio|
and the reduction of VAT on local products, Legis

ertinent to banking and the development of the
Authority also need to be put into place.

nancial Mmanagement,
opment, introduce 2
10 guarantee optimal
n of the taxation base
lation and procedures
Palestinjan Monetary

The establishment of specialized credit institutions and credit programs for
small and medium enterprises, the promotion and development of lending
schemes, speeding up the process of land surveys, and facilitating the
registration of land to enable real estate to be offered as security for a loan
would all be helpful measures. The PNA needs to reconsider its
commercial practices and should cease to grant monopolies unless justified
in the interests of the national economy. Legal criteria should be put in
place to regulate privatizations and the granting of privileges. Watchdog -
authorities need to be strengthened in the different ministries to control the
quality and prices of government monopoly corporations and monopoly
privileges offered to the private sector. A comprehensive assessment and
review of the existing infrastructure in the Palestinian Territories could be
carried out as the basis from which a development plan could be drawn up.
Trade agreements with other countries need to be reviewed and modified
in line with economic interests. Furthermore, a national plan to market
Palestine export opportunities in international markets should be drawn up.
Equally important, the decisions of the Arab League summit held in ;0_00
should be implemented since they allow for the export of Palejstl.man
products to Arab countries without any customs or quantity restrictions.
Finally, temporary protection for promising Palestinian industries must be -

Provided and the role of supportive and complementary institutions
enhanced.

Priorities of Public Investment and Public Expenditures

* Establishment of a credit program on easy terms for smal
enterprises to encourage investment by businessmen, P
eXisting - industrial enterprises which have Suffefed
Production, sales and profits since the beginning of the
Ar® many enterprises that are unable to meet their finan

he PNA, in cooperation with the World Bank,
$2_00 million fund to support the private secto
Million have been collected from donor countr
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Impact of Israeli Measures on Investment

i t
S gg:::lc:etﬁ: lt{:)‘iﬁjlt]mq?;ner of 2000, overall investment wag down b
70% c%mpared with the preceding quarter of tha‘t year and by v, :
comparison with the first gnd second quarters of 2001, At thg Market
value of private sector nvestments, the volume of decline was
estimated at 40% during 2001, The market value of companies |isteq
on the Palestine Securities Exchange had dropped by 33% by the o
of July 2001. The registration of new firms also fell from 1,847 in
2000 to 644 in 2000. This was in addition to a decrease of 9.3% i the
volume of loans provided to the private sector in 2001 compared with

2000.

2. Investment environment
The Palestinian Territories suffer from several weaknesses and
problems in terms of investment environment. The main problem is
that of restrictive Israeli practices and policies that have increased in
intensity since the outbreak of Al-Agsa Intifada and the lack of
political stability. It was found that the problems resulting from
political instability are the toughest obstacles to investors.

Recommendations to Improve the Investment Environment

Th;c PNA faces a number of challenges in the economic sector. The most
serious of these s to improve the investment environment in order to
encourage private sector investment. Strenuous efforts are required,
:::;:Ifior:ésttﬁctgvercome the.c.>bstaf:les impeding investment, particularly
e ViSil)onsT::nd political Instability. The PNA need's a'c|§arer
improve thei N The PNA also needs to enhance public institutions,

T Services, and restructyre public ministries and departments

to reduce administrative inefficiency and corruption. Although the PNA'S

official and : ;
public economic sty ; : hy and
n 0
Strategy of a market St ce is based on the philosophy

: Y, some of the PNA’s business practices run

Ccounter t ] ! :

Character?zzgsl; The .relat.'?“ShlP between the PNA and the private sector IS
Y COmpetition rather thap being complementary.

Progress ired ; i
8IeSS Is required i the drafting anq approval of appropriate legislation

and the creati
clarity, reierl]tlig:c:f ?ﬁ/ ~la‘fvs for its implementation. This would guarante®
© Independence of e judiciary, and ensi’®
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Summary

Investment: Volume and Efficiency

In real prices, the public and private sectors invested a total of $9.4 billion
in the West Bank and the Gaza Strip (Jerusalem inclusive) between 1994-
1999.

Capital formation represented 37.4% of the Gross Domestic Product
(GDP) between 1994-1999, rising to 39% during 1999. This is a very high
in comparison with international levels of 20% in low-income countries
and 24% in high-income countries. Real investment growth averaged 10%
while the rate of real growth in GDP averaged 9.3% between 1994-1999.
Investment efficiency differed significantly from one year to another. In
the West Bank, it varied between 0.26-0.14 dollars, compared to 0.55-
0.002 dollars in the Gaza Strip. Between 1995-1999, investment efficiency
averaged 0.26 and 0.14 dollars in the West Bank and Gaza Strip
respectively, higher than in neighboring Arab countries. The fluctuation in
investment capability can be attributed to a number of factors such as
repressive Israeli practices and closure policy. Also, a large amount of
investment was directed towards the building of infrastructure which does
not bring direct and fast returns. In terms of the geographical distribution
of investments, 63% was invested in the West Bank (excluding Jerusalem)
and 31% in the Gaza Strip. East Jerusalem received the remainder of the
investment (6%). Investment in the construction sector totaled 64% with
30% being invested in machinery and equipment. After 1994, the
importance of public investment increased in comparison with previous
years and public investment grew from 16% in 1995 to 20% of overall
investment by 1998.

In addition, spending on infrastructure rose from $190 million in 1995 to
$588 million in 2001. The Palestinian National Authority (PNA? devoted
considerable efforts towards improving the investment environment.
; However, the failure to build effective public institutions or -lmP]ement e
necessary legislation, PNA rivalry with the private sector in investment,
particularly in commercial activities, the absence of a clear political vision
of the form and future of the Palestinian cconomy, a“d.t!‘e wsultl:lgl
weakness in drawing up and implementing economic policies have. s
contributed to a poor investment environment. However, Lsmacl measutr:e
and practices remain the greatest stumbling block to investment in &

Palestinian Territories.
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pubhcatlon of applied research papers and studies relatedt th
program in the area of economics and social science and conduct
or part time researchers.
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the high quality of its research publications: el
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The Palestine Economic Policy Research institute (MAS) was founded in 1994 as an
independent, non-profit institution to address the socio-economic policy making process
through appropriate and relevant applied economic and social policy research.

MAS MISSIONS: - s _
+ Bridging the gap between research output and the policy and decision-making process

through applied soci-economic research to assist in the formulation of rational policies
and appropriate legislation. e \ :

Identifying developmental challenges and priorities and enhancing applied research.
Providing technical support tc PNA bodies (executive and legislative), the private
sector, and NGOs to enable them to function mose effectively and cnhance good

governance.

¢ Promoting the participation of civil society institutions in socio-cconomic policy
formulation and decision-making.

* Broadening public debate on socio-economic issic: ciid ensuring fit of public
performance. :

¢  Disseminating information and enbancing public . urcness, tran: v, advocacy,
and accountability.

*  Strengthening socio-economic policy research iy and instic o building in
Palestine.

* Sponsoring and training young Palestinians in sccio-sconomic upn'ied research by

including them in MAS research teams. {
*+  Attracting expatriate Palestinian, Arab and internaiional economists. social scientists,
and experts to contribute to and review MAS rescarch
+  Promoting links with local, regional and international policy research institutes and
academic institutions in economic and social fields.
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EVALUATION FORM

Investment and the Investment Environment |
In the West Bank and Gaza Strip

In ord:: ‘o develop and improve the quality of the publications produced by MAS, w
that i -+ i1 be helpful to obtain feedback from our readers. We would therefore
after - - ng this publication, you could complete the following evaluation form
to th: -ess below:

Palestine Economic Policy Research Institute - MAS
Ramallah - P O BOX 2426
Tel: 02 - 2987053 /2987054
Fax: 02 - 2987055
1. 1. .2 and Address of Respondent (optional):
2. Wnich of the following best describes your field of work?
0 Governmental
O Legislative body
O International organization
0O Public organization
O Other (please specify)
3. What is your evaluation of the content of this publication?
0 Excellent O Very good 0 Good
4. To what extent is this publication useful to your field of work?
O Very useful O Moderately useful O Slightly

5. Please specify three aspects of this publication which you li

6. Please specify three aspects about this publica
improvement. 23

7. Ifyou have read other MAS publica

O Consistently good
0O Mediocre

8. To what extent are :
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. Slon Papers 2
MAS D]SC;llisc’:y s \,{/Jest Bank and Gaza Strip, 1997.

l. Trat::!hl’i n Palestine: Potential and Challenges, 1997.
28 H:'ra structure in the West Bank and Gaza Strip: Institutions and Growth, 199
i. ll\lf;or?etary Policy in the Absence of a National Currency and Under Currency'

Board in West Bank and Gaza Strip, 2000.

MAS acted as secretariat for Social and Economic Policy Research in
Palestine (PRIP) for the period from 1/3/1997 to 31/12/1999 and Publisheq

the following studies:

1. The Capital Structure of the Non-Financial Corporate Sector in Palestine: A
Comparative Study, Pre and Post 1993 Oslo Accords, 1998. (Arabic only),

2. Voluntary Community Organizations and the Palestinian National Authority:

Towards an Integrated Relationship, 1999. (Arabic only).

Homes for the Elderly in Palestine: Reality and Future Prospects, 1999,

(Arabic only).

4. Cultural Tourism in the West Bank and Gaza Strip, 1999. (Arabic only).

5. The Separation of the West Bank from the Gaza Strip: A Negotiating
Dilemma or a Strategic Israeli Policy? 1999. (Arabic only).

6. The Determinants of Labor Force Participation Rate for Women in the West
Bank and Gaza Strip, 1999.

7. Palestine Small Business Enterprise: The Nature and Causes of Success, 19%9.

8. Higher Education in Palestine: Between Public Sector and Privatization,
1999. (Arabic only),

9. Unemployment in Palestinian Territories: Current Situation and Perspectives,
1999. (Arabic only).

: ll’;;ngale-Headed Households: The Global Debate and the Palestinian Context,

(V%]

U Restructuring of the Garmen Industry in Palestine: Adjustment to Local,

e l;zgror_lal and Internationa] Changes, 2000. (Arabic only).

= £dapting to Change: The Cage Study of Four Palestinian NGOs in the West
ank and Gaza Strip (1994-] 998), 2000.
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MAS in Focus, 2009
Annual Report for 2001
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Social Field

1.

Informal Social Support System (non-institutionalized) i
It SO ed) in the West Bank and
Living Standards in the West Bank and Gaza Strip, 1997,

2 Mt :

3. Social Support Institutions in the West Bank and Gaza Strip, 1997. (Arabic
only). 2 *

4. The Workplace as a Source of Pension Benefits and q
West Bank & Gaza Strip, 1997, Health Insurance in the

5. Informal Finance and Lending NGOs in the West Bank and Gaza Stri

6. Towards a Social Security System in the West Bank and Gazaaéz?rip ]1%913998'

7. Internal Migration and Palestinian Returnees in West Bank and Gaza Strip
2000. B

MAS Social Monitor

MAS Social Monitor Issue No. 1 1998.

MAS Social Monitor Issue No. 2 1999.

MAS Social Monitor Issue No. 3 2000.

MAS Social Monitor Issue No. 4 2001.

MAS Social Monitor Issue No. 5 2002.

Economic and Social Development
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Poverty in the West Bank and Gaza Strip, 1995. (Out of print).

Toward a Vision of Palestinian Economic Development, 1996. (Out of print).
Development Under Adversity, 1999. (In collaboration with World Bank).
The Informal Sector Enterprises in the West Bank and Gaza Strip: Case
Studies, 2000.

Evaluation of Palestinian Development Plans and Ministerial Programs
Pertaining to Poverty Eradication, 2001. 3
The Effects of Israeli Siege on the Palestinian Economy. for the Period
28/9/2000-30/6/2001, 2001.

il Society Empowerment ;
Mapping of Palestinian Non-Governmental Organizations in the West Bank

and Gaza Strip, 2001. izati d
The Relations Among the Palestinian Non-Governmental Organizations arn

with the Palestinian National Authority and donors, 2001.

Financing Palestinian University Education Prospects for Improvement, 2002

1996. (Out of print).
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5.5 Tanning and Natural Leather Based Industries in West Bank & Gaza:
Current Status and Prospects, 1998.

5.6 Quarrying, Crushing and Stone Industries in Palestine: Current Situation
and Prospects, 1999.

5.7 The Pharmaceutical Industry in Palestine: Reality and Future Prospects,
1999. (Arabic only with English abstract).

5.8 Footwear Industry in Palestine: Ability to Adjust to Local, Regional and
International Challenges, 2000. (Arabic only with English abstract).

5.9  Palestinian Industrialization Policies and Strategy: Options Available at
Short- and Long Terms, 2001

5.10 Software Industry in the West Bank and Gaza Strip: Reality and Prospects, 2002.
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6. Tourism
6.1 The Palestinian Tourism Sector: Present State and Future Prospects, 1997.
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1. Trade Policies
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3. Fiscal Policies

3.1

Palestinian-Israeli Trade Arrangements: Se
Sharing, 1995. o
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(Arabic only). i
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Analytical Review to Improve Trade Data Colle
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Associating Palestine with the European Union:
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» Import substitution industries

The value of Palestinian imports total more than $3 billion
annually. In principle this provides an opportunity to produce
alternative products for imported counterparts. Products expected
to replace imported products include foodstuffs such as natural
and concentrated juices, wafers, diary products, and meat products
s Y such as ,bolyogn:'i (b‘aloney).‘Therc is also increasing demand for
- products used in construction and building finishing, including
metal products (steel and aluminum), wood, and plastic products -

in addition to intermediary products.

+ Information technology industries
A MAS study found that there was a real opportunity for a viable
Palestinian software industry. However, this industry faces
numerous problems that impede development locally and
' ionally. e e
internationally o2

2. Agricultural Sector
There are promising opportunities for investment in this sector,

including the cultivation of grapes, melons, flowers, and medicinal
herbs. There is a considerable shortage in meat production and dairy
industry inputs, thus creating investment opportunities for the
production of red and white meat, particularly cows and turkeys. The
Palestinian dairy industry depends largely on imported milk so cattle
dairy farms represent a good investment opportunity.

3- Construction and Housing Sector : : :
This sector is expected to be the most pioneering sector of the

Palestinian economy in the short and medium term. Develqpmfant and
improvement of infrastructure in the Palestinian Terrltor}es are
particularly needed in the wake of the destruction by Isr.aeh forf:es
during recent offensives in the WBGS. Overcrowding in housing
needs to be alleviated, particularly in refugee camps, and to meet _the
growth in demand for housing resulting from the niftl%l‘al population
growth rate and the possibility of the return of Palestl_man refugees in
any potential peace agreement. Annual new housing needs were

estimated at around 30,000 units.
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» Reclaiming land suitable for cu[tnvatllczlnhzl:d :;“CC;UFﬂg'"g farmers ¢,
it with crops and legumes wou : p generate g source of

plant it food in the face of Israeli measures. To achieve

icome anld 235 need to be opened and agricultural inputs, sych o)

agr.'wl;::?feﬁ,‘“zers, also need to be provided at reduced priges, -

g:z?;iemia] policies for Palestinian Produc;s, particularly in tenders ¢,

PNA institutions, will support local .mdustrles. .

Establishment of specialized credit programs gamed at deve]oPing

investment in Palestinian areas could provide industrial |oans with

promotional terms. b - :

¢ Privatization of existing public corporations and tougher

implementation of the law on public tenders.

Establishment of an economic database and research institutions to

conduct market research on local and international market trends ang

on sources of raw materials and technological development.

¢ Networking with marketing companies to market Palestinian products
in Arab and Islamic markets. This requires international exhibitions in
which to showcase local products and a search for partners in these
markets.

¢ Conduct economic and technical feasibility studies on the possibility
of linking the Palestinian Territories with the infrastructure of
neighboring Arab countries, particularly for water and electricity.

Private Investment Priorities

1. Industria] Sector

& Extractipn industry based on the exploitation of stones for the
production of building stones and marble.

* !’rewous studies indicated that there was potential for development
n the quarry industry and marble industry in particular since the
'aW material available s i, colors favored by the international
market. These products also have a religious dimension in that
they come from the Holy Land. There is growing demand for
marble Internationally with the possibility of marketing building
Stones N Arab countries, particularly the Gulf States. A']Other
Possible industry coyl pe developed based on the exploitation ©

S li
nineral salts, hithe : to the Israe
Occupation, > rto unrealized due
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{ransparency anq the rule of law. As regards public fi
a financial policy must be adopted to boost deve|
rational policy Afor lending, manage government loans
use of this limited resource, and investigate expansio|
and the reduction of VAT on local products, Legis

ertinent to banking and the development of the
Authority also need to be put into place.

nancial Mmanagement,
opment, introduce 2
10 guarantee optimal
n of the taxation base
lation and procedures
Palestinjan Monetary

The establishment of specialized credit institutions and credit programs for
small and medium enterprises, the promotion and development of lending
schemes, speeding up the process of land surveys, and facilitating the
registration of land to enable real estate to be offered as security for a loan
would all be helpful measures. The PNA needs to reconsider its
commercial practices and should cease to grant monopolies unless justified
in the interests of the national economy. Legal criteria should be put in
place to regulate privatizations and the granting of privileges. Watchdog -
authorities need to be strengthened in the different ministries to control the
quality and prices of government monopoly corporations and monopoly
privileges offered to the private sector. A comprehensive assessment and
review of the existing infrastructure in the Palestinian Territories could be
carried out as the basis from which a development plan could be drawn up.
Trade agreements with other countries need to be reviewed and modified
in line with economic interests. Furthermore, a national plan to market
Palestine export opportunities in international markets should be drawn up.
Equally important, the decisions of the Arab League summit held in ;0_00
should be implemented since they allow for the export of Palejstl.man
products to Arab countries without any customs or quantity restrictions.
Finally, temporary protection for promising Palestinian industries must be -

Provided and the role of supportive and complementary institutions
enhanced.

Priorities of Public Investment and Public Expenditures

* Establishment of a credit program on easy terms for smal
enterprises to encourage investment by businessmen, P
eXisting - industrial enterprises which have Suffefed
Production, sales and profits since the beginning of the
Ar® many enterprises that are unable to meet their finan

he PNA, in cooperation with the World Bank,
$2_00 million fund to support the private secto
Million have been collected from donor countr
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Impact of Israeli Measures on Investment

i t
S gg:::lc:etﬁ: lt{:)‘iﬁjlt]mq?;ner of 2000, overall investment wag down b
70% c%mpared with the preceding quarter of tha‘t year and by v, :
comparison with the first gnd second quarters of 2001, At thg Market
value of private sector nvestments, the volume of decline was
estimated at 40% during 2001, The market value of companies |isteq
on the Palestine Securities Exchange had dropped by 33% by the o
of July 2001. The registration of new firms also fell from 1,847 in
2000 to 644 in 2000. This was in addition to a decrease of 9.3% i the
volume of loans provided to the private sector in 2001 compared with

2000.

2. Investment environment
The Palestinian Territories suffer from several weaknesses and
problems in terms of investment environment. The main problem is
that of restrictive Israeli practices and policies that have increased in
intensity since the outbreak of Al-Agsa Intifada and the lack of
political stability. It was found that the problems resulting from
political instability are the toughest obstacles to investors.

Recommendations to Improve the Investment Environment

Th;c PNA faces a number of challenges in the economic sector. The most
serious of these s to improve the investment environment in order to
encourage private sector investment. Strenuous efforts are required,
:::;:Ifior:ésttﬁctgvercome the.c.>bstaf:les impeding investment, particularly
e ViSil)onsT::nd political Instability. The PNA need's a'c|§arer
improve thei N The PNA also needs to enhance public institutions,

T Services, and restructyre public ministries and departments

to reduce administrative inefficiency and corruption. Although the PNA'S

official and : ;
public economic sty ; : hy and
n 0
Strategy of a market St ce is based on the philosophy

: Y, some of the PNA’s business practices run

Ccounter t ] ! :

Character?zzgsl; The .relat.'?“ShlP between the PNA and the private sector IS
Y COmpetition rather thap being complementary.

Progress ired ; i
8IeSS Is required i the drafting anq approval of appropriate legislation

and the creati
clarity, reierl]tlig:c:f ?ﬁ/ ~la‘fvs for its implementation. This would guarante®
© Independence of e judiciary, and ensi’®
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Summary

Investment: Volume and Efficiency

In real prices, the public and private sectors invested a total of $9.4 billion
in the West Bank and the Gaza Strip (Jerusalem inclusive) between 1994-
1999.

Capital formation represented 37.4% of the Gross Domestic Product
(GDP) between 1994-1999, rising to 39% during 1999. This is a very high
in comparison with international levels of 20% in low-income countries
and 24% in high-income countries. Real investment growth averaged 10%
while the rate of real growth in GDP averaged 9.3% between 1994-1999.
Investment efficiency differed significantly from one year to another. In
the West Bank, it varied between 0.26-0.14 dollars, compared to 0.55-
0.002 dollars in the Gaza Strip. Between 1995-1999, investment efficiency
averaged 0.26 and 0.14 dollars in the West Bank and Gaza Strip
respectively, higher than in neighboring Arab countries. The fluctuation in
investment capability can be attributed to a number of factors such as
repressive Israeli practices and closure policy. Also, a large amount of
investment was directed towards the building of infrastructure which does
not bring direct and fast returns. In terms of the geographical distribution
of investments, 63% was invested in the West Bank (excluding Jerusalem)
and 31% in the Gaza Strip. East Jerusalem received the remainder of the
investment (6%). Investment in the construction sector totaled 64% with
30% being invested in machinery and equipment. After 1994, the
importance of public investment increased in comparison with previous
years and public investment grew from 16% in 1995 to 20% of overall
investment by 1998.

In addition, spending on infrastructure rose from $190 million in 1995 to
$588 million in 2001. The Palestinian National Authority (PNA? devoted
considerable efforts towards improving the investment environment.
; However, the failure to build effective public institutions or -lmP]ement e
necessary legislation, PNA rivalry with the private sector in investment,
particularly in commercial activities, the absence of a clear political vision
of the form and future of the Palestinian cconomy, a“d.t!‘e wsultl:lgl
weakness in drawing up and implementing economic policies have. s
contributed to a poor investment environment. However, Lsmacl measutr:e
and practices remain the greatest stumbling block to investment in &

Palestinian Territories.
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The Palestine Economic Policy Research institute (MAS) was founded in 1994 as an
independent, non-profit institution to address the socio-economic policy making process
through appropriate and relevant applied economic and social policy research.

MAS MISSIONS: - s _
+ Bridging the gap between research output and the policy and decision-making process

through applied soci-economic research to assist in the formulation of rational policies
and appropriate legislation. e \ :

Identifying developmental challenges and priorities and enhancing applied research.
Providing technical support tc PNA bodies (executive and legislative), the private
sector, and NGOs to enable them to function mose effectively and cnhance good

governance.

¢ Promoting the participation of civil society institutions in socio-cconomic policy
formulation and decision-making.

* Broadening public debate on socio-economic issic: ciid ensuring fit of public
performance. :

¢  Disseminating information and enbancing public . urcness, tran: v, advocacy,
and accountability.

*  Strengthening socio-economic policy research iy and instic o building in
Palestine.

* Sponsoring and training young Palestinians in sccio-sconomic upn'ied research by

including them in MAS research teams. {
*+  Attracting expatriate Palestinian, Arab and internaiional economists. social scientists,
and experts to contribute to and review MAS rescarch
+  Promoting links with local, regional and international policy research institutes and
academic institutions in economic and social fields.
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