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PERFORMANCE OF THE PALESTINIAN
ECONOMY

This paper aims to cover developments in the various economic sectors on which
data were available for the year 1999. Macroeconomic Indicators, labor force,
International trade and fiscal balance are discussed in details.

 1. Macroeconomic Indicators:

The gross national product (GDP) of the Palestinian Territories in 1999 was
estimated at $4.954 million. East Jerusalem accounted for 6.7% of total Palestinian
GDP, while the West Bank (excluding East Jerusalem) contributed (63.9%), and the
Gaza Strip accounted for (29.4%). Thus, regional distribution of Palestinian GDP
was stable in 1999, being very close to that of 1998. The gross national income
(GNI) of the Palestinian Territories totaled ($6,124.7) million, (23.6%) higher than
GDP. This is a reflection of Palestinian dependence on foreign markets, especially
Israel, in employing Palestinian factors of production, mainly labor. Per-capita GNI
was ($2,231.3) in the West Bank (excluding East Jerusalem), and ($1,576.7) in the
Gaza Strip1.

The gross national disposal income (GNDI) of the Palestinian Territories, which is a
better measure of expenditure capabilities since in includes net foreign transfers
(including international assistance), was $6,489 million in 1999. Thus, net foreign
transfers were about (5.9%) of GNI, reflecting a decline during 1999 by (27.6%) in
comparison with 1998. Per capita GNDI in the West Bank (excluding East
Jerusalem) was ($2,309.2). (4.3%) higher than per capita GNI. In the Gaza Strip, per
capita GNDI was ($1,672, (6.1%) higher than per capita GNI and reflects the higher
dependence of Gaza on foreign transfers. However, the 1999 data indicate that the
difference between the West Bank (excluding Jerusalem) and Gaza Strip .In has
been shrinking. Moreover, the gap between the two regions has also been narrowing
as regards per capita GNDI, which was (38%) higher in the West Bank (excluding
East Jerusalem) in 1999 than in the Gaza Strip1.

The productive sectors (industry, agriculture, and construction) generated (37%) of
total Palestinian GDP while service sectors (including governmental services)
accounted for (63%).

                                                          
1 For more details see tables presented in the appendices.



Total private consumption was about (96%) of Palestinian GDP, with government
expenditures accounting for (20.3%). Gross capital formation represented about
(40%) of GDP, but net exports (a large negative number) were around minus (56%)
making the total (100%). These figures indicate the inability of the Palestinian
domestic economy to finance total expenditures, and leaves Palestinian domestic
economy to finance total expenditures and leaves Palestinian investment, private
consumption and government expenditures vulnerable to be external shocks. This
proved to be extremely serious during the past few years.

A comparison of the West Bank (excluding East Jerusalem) with the Gaza Strip
reveals that the share of West Bank household consumption is only (1.2) percentage
points higher, indicating the beginning of convergence in standards of living between
the two regions. Government expenditures continue to favor the Gaza Strip,
accounting for (28.5%) of GDP compared with (17%) in the West Bank (excluding
East Jerusalem). The share of gross capital formation continues to be higher in the
West Bank (Excluding East Jerusalem) (40.9%) than the Gaza Strip (37.7%).

 2. Labor Force

In the fourth quarter of 1999, the labors force participation rate dropped to (41.6%)
from (42.1%) in the third quarter. By the end of 1999, It was less than in 1998
(42.5%). Data reported by Palestinian Central Bureau of Statistics (PCBS) indicate
that the average labor force participation rate in the Palestinian Territories during
1999 was (41.6%), slightly higher than in 1998 (41.4%). This represents the
continuation of a general trend that began in 1995, and applies to both males and
females. The average male labor force participation rate in 1999 increased to
(70.7%) in 1998, while for females in rose to (12.3%) in 1999 compared to (11.3%) in
1998.

The labor force participation rate in the Gaza Strip increased in 1999 to (38%)
compared to an average of (36.4%) in 1998. In the West Bank, the labor force
participation rate dropped to (43.4%) compared to 44.2%) in 1998. The rise in the
labor force participation rate is considered to indicate greater confidence in job
opportunities in the labor market. In the Palestinian case, it was reinforced during
1999 by a continues rise in the share of full time employment, and the decline of both
part time employment and unemployment in the WBGS.



The Palestinian labor force grew by (2.2%) to in the second half of 1999 compared to
mid-1999. The average size of the Palestinian labor force in 1999 was (667,000), a
(4.2%) rise over 1998. The West Bank contributed (69.3%) of the total Palestinian
labor force, with males representing about (84.5%) by the end of 1999. By the end of
1999 there were (613,500) Palestinians in employment, a rise of (4.4%) compared to
the middle of the year. The average number of Palestinians in employment during
1999 was (588,000) a rise of (7.3%) compared with 1998. This means that there
were around (40,000) new job opportunities in 1999, although some (27,000) people
in the same year. This led to a drop in unemployment in the Palestinian Territories to
(11.8%).

 Palestinian skilled labor increased in 1999, particularly among skilled workers,
technicians and specialists. This applied more to the Gaza Strip than to the West
Bank. In addition, detailed statistics showed a rise in the level of academic
qualification in the Palestinian labor force in 1999 compared to 1998. This applied to
all Palestinian workers in all places of work. The percentage of those with (10) years
of schooling or more was higher while those who had no schooling or six years of
schooling or less fell.

During 1999, the share of paid employees in the Palestinian economy rose to
(67.8%) compared to (65.3%) in 1998. Moreover, the percentage of self-employed
workers dropped from (21%) in 1998 to (18.7%) in 1999. This is an indicator of the
increasing importance of the Palestinian formal sector at the expense of the informal
sector.

 3. Employment in the Local Economy

Statistics show that the number of workers in the Palestinian economy during the
second half of 1999 increased to around (474,200), an increase of (3.8%) compared
to mid-1999. The average number of workers in the local Palestinian economy
increased in 1999 by (5.7%) over 1998 to (453,350). The local Palestinian economy
provided (24,270) new job opportunities in 1999. The West Bank contributed (67%)
of the new jobs in the local economy while the Gaza Strip contributed (33%).

Employment in the public sector continued to rise to about (109,800) employees by
the end of 1999, an increase of (3.9%) compared to mid-1999. In 1999 as a whole,
the increase was about (15%) over 1998. The Palestinian public sector therefore
created (59.2%) of new job opportunities in the local economy, and (36%) of the total
new fob opportunities created in 1999. Public employment represented (23%) of
overall employment in the local economy by the end of 1999. It continued to be more



important in the Gaza Strip (26.1%) than in the West Bank (14.4%). In spite of the
stability of the contribution of public employment in the local economy, the constant
growth of public sector employees represents an increasing burden on the public
budget and conflicts with the absorption of the Palestinian public sector.

There were structural changes in the distribution of employees in the local economy
according to economic activity. The share of industry and agriculture in West Bank
employment dropped in 1999 primarily in favor of ‘service and other branches’, and
construction. In the Gaza Strip, the share of employment in the service sector rose to
a lesser extent while the share of industry, construction. trade and restaurant sectors
fell considerably. The large increase in employment in the agricultural sector in
Gaza Strip is attributed to the obstacles imposed by Israel Employment was up in all
West Bank economic sectors except for agriculture where the absorption of workers
dropped by around (8%). The rise was small in the industrial sector (less than half a
percent). There was a large increase in employment in the services sector (16%),
constituting (79%) of the new job opportunities in the West Bank. The construction
sector provided (26%) of new jobs while agriculture lost (3,500) jobs. In the Gaza
Strip, employment in industry, construction, trade and restaurant sectors fell by a
total of (7,260). However, this was compensated by the increase in agricultural
employment, which provided about (11, 990) new jobs.

In general, the service sector (including public services) remain the main source of
employment and new opportunities. This sector was responsible for (62%) of total
new job opportunities in the local market, surpassing its share in the Gross Domestic
Product (43%).
While employment in the industrial sector remained stable and the contribution of the
construction sector to the creation of new job opportunities in the WBGS declined.
This means that there was a decline in the average productivity of Palestinian
workers in the local economy that will affect production capacity and GDP and future
Palestinian standards of living.

 4. Employment in the Israeli economy

The number of Palestinian employees in Israel and the settlements increased in the
second half of 1999 by (6.2%) over mid-1999 to a total of (139,000). The annual
average number of Palestinian workers in Israel and the settlements was (135,000)
in 1999 compared to (119,000) in 1998, a rise of (13.4%) over the year. Israel
accounted for (22.7%) of total Palestinian employment by the end of 1999 and
(22.9%) on average for the year as a whole.



Data from the Ministry of Labor show that the average number of work permits
granted monthly to Palestinian employees to work in Israel increased to (47,200) in
the second half of 1999 compared to (46,000) for the first half of 1999, and (44.000)
for 1998 (an increase of (2.6%) and (7.3%) respectively). This means that the
majority of Palestinian workers in Israel do not have the necessary permits. They
therefore lose many of their wok rights and deductions made from their wages are
lost since the PNA is unable to collect them from the Israeli government though the
clearance process.

As in previous years, the West Bank continued to depend on the Israeli labor market
to a greater extent than the Gaza Strip due to the restricted policy imposed by Israel
on the mobility of Gaza Strip workers. During 1999, (25.9%) of West Bank
employment was in Israel as opposed to (15.7%) of Gaza Strip employment.

Although there was a slight drop in the employment of Palestinian workers in the
Israeli construction sector from (56.7%) in 1998 to (55.4%) in 1999, the number of
Palestinians employed in this sector rose by (11%) to represent (32.8%) of
construction employees [TABLE 1]. The Israeli construction sector provided (46%) of
new job opportunities in Israel, an indication of the slowdown facing this sector. The
industrial sector in Israel contributed (29%) of new job opportunities and the
employment of Palestinian workers started to rise, although Palestinians only
represented (4.5%) of all employees in this sector.

 5. Unemployment

Unemployment in the Palestinian economy continued to drop in the second half of
1999, and was (10%) by the year compared to (11.8%) in mid-1999, and (12.9%) at
the end of 1998. However, the average unemployment rate for 1999 was (11.8%) as
opposed to (14.4%) in 1998. The number of jobless in the Palestinian Territories
during 1999 fell by (14%). The unemployment rate in the West Bank dropped to
(9.5%) in 1999 compared to (11.5%) in 1998. While in the Gaza Strip it dropped to
(16.9%) compared to (20.9%) in 1998.

 6. Wages

The daily wages of Palestinian workers continued to rise in the second half of 1999
to (77) shekels per day, a rise of (9.1$) compared to the end of 1998. The gap in
male and female wages narrowed in the second half of 1999 to about (15.0) shekels
in favor of males compared to (19.2) in mid-1999, and (16.7) at the end of 1998. The
gap at the end of 1999 represented (23.2%) in female wages. Daily wages in



construction were still the highest among the different sectors [29% higher than the
average], and daily wages in the agricultural sector were the lowest [some (20%)
less than the average].

Daily wages in Israel still represented an incentive for workers, as they were higher
than in the West Bank and Gaza Strip by (59%), and (104.6%) respectively. Daily
wages in the West Bank were higher than those in the Gaza Strip by (28.7%). This
applied to daily wages in all economic sectors although the percentages differed.
The wages of Palestinian workers appropriate (34.3%) of those of their Israeli
counterparts.

After taking inflation into account [(5.54%) in the Palestinian Territories in 1999], real
wages rose by (3.6%) in 1999 over the previous year.

 7. Prices and Inflation

The consumer price index in the Palestinian Territories rose in the second half of
1999, and in December it was around (4.02%) higher than in June. The increase was
the lowest in the Gaza Strip (3.5%), followed by East Jerusalem (3.65%) and the
West Bank (5.54%), less than in 1998 (5.58%) or 1997 (7.62%). This trend was also
apparent in the Gaza Strip where the inflation rate continued to drop for the third
year running to (3.99%) in 1999. In East Jerusalem, the inflation rate dropped to
(5.71%) but increased to (6.5%) in 1998 and compared to (7.58%) in 1997.

During the second half of 1999, the monthly inflation rate fluctuated but remained
positive in most months. Although the inflation rate in Israel was much lower (1.3%),
shows the high correlation between monthly inflation rates in Israel and the
Palestinian Territories. Statistics on categories of goods showed a rise in their prices
during 1999, except for ‘cultural and recreational goods and services’ whose prices
fell by (6.43%). The highest price increases were in transportation (9.01%),
miscellaneous goods (8.35%). Foodstuff was the highest contributor to overall
inflation in the Palestinian Territories during 1999, and counted for some (34.5%) of
the inflation rate due to its relatively bigger weight in the consumer basket.
Transportation contributed about one fifth of the total inflation rate (20.62%).
Tobacco and beverages, furniture, and housing contributed (10.1%), (9.3%) , and
(8.4%) respectively to overall inflation. Miscellaneous goods contributed (9.3%) to
the inflation rate. The decline in the prices of traditional and recreational goods and
services moderated the inflation rate by (1.83%).



The purchasing power of the Israeli shekel in the Palestinian Territories dropped by
(5.54%) during 1999. That is, the purchasing power of the salaries of a large number
of Palestinian employees [in the public sector, those working in Israel and some
private sector employees] eroded during 1999 by (5.54%). Israeli shekel deposits in
WBGS banks were also affected and this impacted on standards of living and
purchasing power. The effects varied in the Palestinian Territories according to their
different inflation rates.

As Palestinians are aware of the instability of the Israeli shekel, they depend on the
Jordanian dinner, and the US dollar as stores of value [savings and different
investments], and units of account [for deferred contracts and time deposits]. This
significantly contributed to the protection Palestinian savings and wealth from
depreciating. The value of the US dollar and the Jordanian dinar against the Israeli
shekel have risen constantly: on average they rose in 1999 by (8.89%) and (921%)
respectively. As a result, the Palestinian Territories rose by (3.35%) in 1999, while
that of the Jordanian dinar rose by (3.67%).

8.1 Sectoral Performance of the Palestinian Economy

This section surveys the main results of the 1999 economic surveys conducted by
the PCBS.

Manufacturing

The value added of manufacturing in the Palestinian Territories in 1999 rose by
(23.9%) over 1998. The PCBS surveys results showed that the value added of these
industries amounted to ($695.5) million, with a rise in its ratio to overall production
[(47.4%) in 1999, and (45.9%) in 1998]. The manufacturing sector employed (69,
367) workers in 1999, increase of (12.7%) over 1998. Total industrial employment
(including mining, water and electricity) represented (16.4%) of the labor force in the
local economy in 1999 (PCBS 2000). The higher rate of increase in the value added
of manufacturing compared to that of employment indicates higher productivity. This
is a positive development in favor of the production base of the Palestinian economy.
Around (67.2%) of manufacturing employees were paid workers in 1999, an increase
of (16.5%) over 1998. Dependence on paid employment among the different
industrial branches varied. Paid workers accounted for (79%) of employees.

Industrial surveys data in 1999 showed that in spite of the decline in the contribution
of the non-metallic sector to the value added of overall manufacturing, the sector
was still the largest of Palestinian manufacturing industries. It accounted for (25.9%)



of the value added in 1999 and contributed (19.7%) to employment. The apparel
sector was still the largest manufacturing sector in terms of employment in 1999 with
(28.6%) of total manufacturing employees. This sector contributed (12.2%) to the
value added in 1999 compared to (14.4%) in 1998. The contribution of foodstuffs to
total value added continued to increase for the third consecutive year, accounting for
(22.8%) in 1999. This was in spite if a fall in its contribution to total employment to
(10.9%). The industrial survey data also showed an increase in manufacturing in
1999 by (32.2%) compared to 1998. However, annual depreciation was greater than
gross capital formation, making net investment in Palestinian manufacturing during
1999 negative by $31.4) million compared to a negative net investment in 1998 of
($15.3) million. Net investment was negative in most manufacturing sectors.

Survey results indicated a steep rise (58.5%) in capital labor ratio [capital industry] to
($7,046) per worker in 1999 as opposed to (44,444) in 1998. The apparel sector
recorded the lowest capital intensity of ($1,717) per worker, a (5.1%) drop from
1998. The highest capital intensity was recorded in foodstuff of ($12,443) per worker,
a growth of approximately (150.7%) over 1998.

Labor productivity in manufacturing in 1999 was ($10,026), about (9.9%) higher than
in 1998. This increase in productivity is linked to the rise in capital formation.
Productivity in foodstuffs, beverages and tobacco, textiles and other non-metallic
products was lower than average. However, productivity was lower than average in
apparel, footwear, and metal product manufacturing. Annual wages in manufacturing
in 1999 represented (44.7%) of the level of productivity. The highest wage
productivity ratio was in the apparel industry (77.2%), although it had the lowest
wages in manufacturing due to low productivity. It was followed by the footwear
industry with a ratio of (74.6%).
Manufacturing accounted for (33.6%) of Palestinian exports to sales in Palestinian
manufacturing was (15.7%) during 1999. These represented a slight drop (15.9%) in
comparison with 1998. Substantial changes also occurred in other manufacturing
branches. The ratio of exports to sales in the apparel industry rose from (18.1%) in
1998 to about (30.2%) in 1999.However, the export performance of other traditional
sectors dropped significantly: in the leather and footwear industry from (29.5%) to
(16.1%) and in the textile industry from (28.9%) to (23.5%).

8.2 Construction

The area of new licensed building in the WBGS (excluding East Jerusalem) in the
second half of 1999 totaled 1282 thousand square meters, an increase of (20.6%)



over the second half of 1998 and an (18.2%) rise over the first half of 1999. Of this
area, (88%) was in the West Bank (excluding east Jerusalem), and (81%) was
concentrated for residential housing. Residential building concentrated more in the
Gaza Strip (88.3%) than in the West bank [Excluding East Jerusalem] (79.7%).

In the second half of 1999, most of the increase was in residential building: (23.7%)
in comparison with the second half of 1998. Non-residential building rose by (9%). In
the West Bank, the increase in area for new building (22.8%) was higher than in the
Gaza Strip (9.4%). Licensed residential building areas during this period rise to the
West Bank (excluding East Jerusalem). New non-residential building areas fell by
(33.1%) in the Gaza Strip compared to the second half of 1998.

For the year as a whole, the total area of licensed buildings in the WBGS was up by
(22.3%) compared to (23,66,6) thousand square meters. Residential buildings
comprised the overwhelming majority: (80.3%).

In spite of the marked increase in few residential building licenses, the (56.8%) drop
in non-residential buildings in the Gaza Strip during 1999 over 1998 is a negative
indicator of capital development in various economic sectors.

8.3 Tourism

There were (91) hotels in the WBGS by the end of December 1999 compared to (90)
in June 1999 and (92) in December 1998. The number of hotel rooms increased by
(5.61%) by the end of 1999 to (3,781) rooms. Although the share of East Jerusalem
dropped [from (65%) in 1998], (54.3%) of hotel rooms were concentrated there. The
Gaza Strip had (11.2%) of the rooms whereas the south of the West Bank, which
includes Bethlehem, dropped from (23.4%) to (19.3%). The central area of the West
Bank had (12.7%) of all hotel rooms [more than double its share of (6.2%)]. The
northern area of the West Bank and had the smallest share of hotel rooms (2.4%).
Although these distribution of hotels is based on the concentration of tourist’s
attractions in Jerusalem, Bethlehem, Beit Jala, and Beit Sahur areas. Tourists’
facilities and attractions in the northern region of the West Bank and Gaza Strip need
to be developed.

The room occupancy rate rose to (39.4%) at the end of 1999 compared to (31.7%) in
the first half of 1999 and (22.7%) at the end of 1998. The highest occupancy rate
(40.1%) was in hotels located in the central West Bank. The occupancy rate in Gaza
Strip hotels declined to (31.9%) in the second half of 1999 compared to (32.7%) in



the first half of the year.  Nevertheless, there was a significant rise in comparison
with the second half of 1998 when the occupancy rate was (21.5%).

The rise in room occupancy rates in Palestine hotels reflects the increase in tourists
at the end of 1999 for the millenium celebrations. Despite the absence of accurate
data regarding the number of tourists visiting the Palestinian Territories, Israeli
statistics, showed a rise in the number of tourists visiting Israel during the second
half of 1999 by (22.8%) compared to the first half of the year by (14.9%) compared
with the second half of 1998 (ICBS 2000). The annual growth rate in the number of
tourists in 1999 was (15.2%). Data from the Ministry of Tourism showed that
(390,151) tourists visited the Nativity Church in Bethlehem during the second half of
1999, (30.8%) higher than in the second half of 1998 [Ministry of Tourism, 2000).

8.4 Services

The PCBS annual survey of the services sector covers hotels and restaurants, rental
and real estate activities, education, health and social work, and other personal
services. The results of the services survey showed that the value added of these
branches in the Palestinian territories grew by (23.6%) in 1999 compared to 1998
and totaled ($29 million). This rise in the value added attributed to significant growth
in the value added of  health and social work (99%).

Furthermore, the value added to production ratio rose in the services sector from
(36.5%) in 1998 to (65.9) in 1999 and shows a rise in the role of locally produced
inputs.

The branches covered in the service survey employed (64,139) workers, (10%)
higher than 1998 figures. The highest rate of growth in employment was in health
and social work (35.8%), followed by social services (23.3%), and hotels and
restaurants (8.4%). In contrast, the number of those employed in education or real
estate and rental activities dropped by (5.4%) and (4.6%) respectively.

The number of paid employees in the services sector rose in 1999 to (32,541), an
increase of (18.1%) over 1998. They constituted (70%) of all employees in this
sector as opposed to (65.6%) in 1998. The highest ratio of paid workers was in
education (89.4%). All the branches recorded a rise in the number of paid employees
in 1999 apart from the real estate and rental sector where paid employees dropped
from (60.9%) to (58.7%). The increase in paid employees applied to both sexes. The
percentage of male paid employees increased from (55.6%) to (60.7%) of total



employees in 1999. The percentage of paid female employees also increased from
(86.6%) to (90.2%) of total female employees.

Gross fixed capital formation in the services sector grew by (11%) in the services
sector by (11%) in 1999 to ($31.03) million. The highest growth rate was in the hotel
and restaurant branch (269.6%), followed by health and social work (80.2%). The
other branches recorded a decline in gross fixed capital formation: by (58.6%) in
education, by- 37.7%) in other personal and social activities, and by (13.2%) in real
estate and rental activity.

Annual depreciation grew in 1999 by (34.9%) in comparison with 1998 and totaled
($33.45) million. Net investment in 1999 was negative by ($2.4) million. The highest
net investment was ($3.7) million in the restaurant and hotel branch, followed by
personal and social services activities (%148,600). The remaining branches
recorded negative net investments. The capital intensity in the services sector grew
markedly in 1999 to ($19,380) per worker, a rise of (57.1%) over 1998.

Labor productivity in the services sector during 1999 rose by (12.3%) to ($6,315) per
worker. The highest increase in productivity was in health and social work (46.7%),
and in real estate and rental activity (20.3%). However, a decline in productivity was
recorded in personal and social services and in the education sectors of (8.5%) and
(5.2%) respectively.

Average annual wages rose by only (1.6%) in 1999 to ($4,932) per worker. This
constituted (76.5%) of productivity in comparison with (84.^%) in 1998. The highest
wages were in real estate and rental activity. Wage-productivity ratio was the highest
in other social and personal service activity (110.4%). Female wages were (63%)
those of males in the services sector. The biggest gap in male-female wages was in
education while the smallest gap was in hotels and restaurants.

8.5 Transportation

PCBS surveys cover both the formal and informal transportation sectors. The formal
transport sector covers ground transport and supportive activities, travel agency
activities, postage, telecommunications and storages. The informal transport sector
includes all kinds of ground passenger transportation with no scheduled times.
These include general taxi services, private vehicles and the ground transportation of
goods.



8.5.1 Formal Transport, Storage and Telecommunication

The value added of the formal transport sector in 1999 totaled ($142.2) million, a
growth of (32.7%) over 1998. This marked grow this attributed to ground transport,
whose value added rose by (68.7%) over1998. The value added to output ratio in the
formal transport sector was (73.5%) in 1999, a decline from (79.3%) in 1998. In spite
of a decline in the contribution of postage and the telecommunications sector to
value added in 1999, it remained the biggest contributor [(51.4%) compared to
(60.2% in 1998].

The formal transport sector employed (5,813) persons in 1999, an increase of
(29.7%) in comparison with 1998. The average number of employees per firm was
(8.9). Ground transport employed (43%) of total employees in this sector but
contribution to the total value added was (23.9%). This was attributed to the drop in
productivity in this sector in spite of the relatively large size of firms [(9.7) employees
per firm]. In contrast, the postage and telecommunications sector, which produced
(51.4%) of the gross value added, accounted for (39%) of all employees in this
sector and provides clear evidence of a rise in productivity. The average number of
employees per firm was (15.8).

The percentage of paid employees in the formal transport to (77.8%) The percentage
of females working in the formal transport sector had in 1999 was about (12.4%)
compared to (8.3%) in 1998. The telecommunications sector had the highest
percentage of female employees at (24.1%) compared to (11.6%) in 1998.

Statistical data showed a rise in gross fixed capital formation in formal transport in
1999 by (290.9%) in comparison with 1998. Gross capital formation totaled ($108.4)
million but capital depreciation was ($28.7) million, making net investment for 1999
around ($97.6) million, a growth of (295.4%) over 1998. Although this suggests a
marked improvement in investment in the formal transport sector, the data showed
that this was limited to telecommunications, which recorded a growth of (371.5%)
over 1998. The other branches indicated a clear drop in net investment in ground
transport and supportive activity branches was in the minus. That means that
depreciation was higher than gross fixed capital formation in spite of the tremendous
increase in the gross capital formation of the supportive activities over 1998 levels.
The growth rate was more than ten fold.

Average productivity in formal in formal transport was (424,500) in 1999, an increase
of (2.3%) over 1998. productivity in formal transport was ($24,500) in 1999, an



increase of (2.3%) over 1998. Productivity in supportive activities and travel agencies
was the highest [($33,600) per worker annually]. Despite the low productivity in
ground transport compared with other branches, (7%) growth was recorded in 1999
to ($13,600)pr worker annually.

Average annual wages in 1999 in formal transport were ($6,949) per worker, an
increase of (13.(%) and approximately six-fold the growth in productivity ration was
(28.4%). This ratio was (44.3%) in ground transport and (22.3%) in postage and
telecommunications.

9. International Trade

(MAS) Palestine Economic Policy Research Institutes at estimates of Palestinian
international trade for 1998, based on preliminary data from the PCBS, indicate that
Palestinian total exports increased by (4.4%) in 1998 compared to 1997. In fact,  to a
total of ($680) million. The West Bank contributed (80%) of total exports. Palestinian
total imports increased by (12.5%) during 1998 to ($3,156) million. The West Bank
contributed (78%) of total imports. On the other hand, commodity imports comprised
about (86%) of total imports.

Thus, the trade deficit of the WBGS [excluding Jerusalem] increased by (16.3%).
The trade deficit in 1998 was about (55%) of GDP compared to (51%) in 1997. this is
a high ratio relative to neighboring countries.

9.1 Commodity Structure of Palestine Foreign Trade

Data in this regard are still limited but to the continued dominance of manufactured
consumer goods (labor intensive) on Palestine exports. This means that there were
no major changes in the structure of Palestinian commodity exports in 1998. Data
indicate that commodity imports were dominated by foodstuffs, agricultural products,
and fuel and manufactured goods [more than (635) of total imports]. The three
categories have almost equal shares but fuel imports increased sharply compared to
1997.

9.2 Geographical Distribution of Palestinian International Trade

Trade data for 1998 indicate a major improvement reflected in the decline in
dependence on Israel especially in commodity trade. There is a decline in the
dependence of Palestinian commodity exports on Israeli markets in 1998 to (68%) of



total commodities exports [compared to (94%) in 1997]. Imports dependence on
Israel was in 1998 about (79%) which is much lower than its level in 1997.

Deficits in commodity trade with Israel accounted for (77%) of the 1998 Palestinian
deficit in commodity trade [compared to (82%) in 1997]. Deposit that Israel continues
to dominate Palestinian trade is mainly due to Israeli control over Palestinian borders
with Jordan and Egypt, obliging Palestinians to trade with of via Israel.

10. Public Finance

Palestinian National Authority PNA presented its budget for the year 2000 to the PLC
on 14/11/1999, within the legally required time. The PLC passed it before the end of
January 2000. This section reviews the main differences between the planned 1999
budget and its re-estimations appear in the budget for 2000. It also compares the
main indicators of the 2000 budget with the re-estimated 1999 budget.

10.1 Re-estimated 1999 Budget

The re-estimated public revenues of 1999 were very close to the original amount
budget for [lower by only (0.3%)]. The degree of accuracy is due to the fact that the
1999 budget was approved by the PLC in August 1999, which means that most of
the budget items were actual. However, parts of public revenues changed more
substantially. Re-estimated non-tax revenues were lower than their budget value by
(4.9%) while re-estimated tax-revenues were (0.5%) higher than the budget value.

Re-estimated current public expenditures were (6.4%) lower than planned in the
budget. The largest decline in current expenditures was in transfers (19.4%) and
operating expenses (7.5%), while the decline was minimal in re-estimated wages
and salaries (1.1%).

As a result of a drop in assistance from donors , re-estimated developmental
expenditures were 66.5 lower than planned in the budget to be 31% less than
originally anticipated .

The 2000 budget

The report of the budget for 2000 introduced positive developments. In addition to
begin the first budget presented to the PLC on time, it included a review of general
Palestinian economic conditions and an attempt to explain government fiscal policy.
Moreover, it provides some of the economic assumptions on which the budget is



based, such as the percentage of wages and salaries and other operating expenses
(in the budget) of GDP. However, the budget report still contains several deficiencies
that were pointed out in a report by the finance committee of the PLC. These include
the economic goals of the budget are not specified, such as targeted unemployment,
inflation, and growth rates and per capita income. There are some assumptions
regarding the anticipated levels of such indicators depending on economic
developments, but no specifics of what the government intends to achieve through
the use of its budget. The report talks of the necessity of changing economic
conditions but does not show how fiscal policy (the budget) would bring about such
changes. The budget does not include the net surplus of government enterprises
.This has been requested repeatedly by the PLC.
 The report does not specify the revenues of the clearance process with Israel, which
collects the majority of Palestinian public revenues.

Public revenues in 2000

Public revenues for the year 2000are estimated to be about$1,375.86 million; (70%)
of which are expected to be from local sources. Local revenues were ($963.86)
million, increasing by (7%) over the re-estimated 1999 value. All the increase was in
customs and value added taxes while income and revenues declined. Tax revenues
increased by (8.4%) to ($847.75) million, accounting for (88%) of total local
revenues. The share of value added taxes in total tax revenues increased from
(52%) in the 2000 budget. The share of income taxes declined from (11%) to (9.5%),
and the share of customs remained close to (38.4%). Non-tax revenues continued to
drop to ($116.11) million in the 2000 budget, (2.5%) less than in the re-estimated
budget for 1999. However, this decline is much smaller that the (13.5%) drop in 1999
compared to 1998.

Despite the fall in assistance from donor countries in 1999 to around (33.6%) of
promised commitments [it reached ($235) million], the 2000 budget estimates that
assistance will reach ($422) million, about (80%) higher than the re-estimated level
for 1999.

Public Expenditures

Current public expenditures in the 2000 budget are estimated at ($940.17) million,
declining by (1.4%) compared to the re-estimated 1999 budget. Wages and salaries
continue to command the biggest share of expenditures at (60%) [compared to
(58%) in 1999]. Operating and transfer expenses account for (39%) of current



expenditures in 2000, the same shares as in 1999. Current capital expenditures
account for a small portion of the budget [(1.6%) in the 2000 budget].

Current expenditures in the 2000 budget are still concentrated on a few items, with
security-related expediters the biggest item. It is an acknowledged economic fact
that military expenses have a different impact on economic development than social
government expenditures [education, health, and social affairs].

Development expenditures are estimated in the 200 budget to be ($445.5) million. It
is estimated that public local revenues will finance (5.3%) of the development
expediters [($23.7) million]. If that materializes, the Treasury contribution to the
finance of the development budget will have doubled compared to 1999 (2.6%).
Grants are expected to finance (57.7%), while the rest (36.9%) will be financed by
loans.

A review of the detailed development budget makes clear that this budget was not
based on a plan of development or on pre-determined national priorities. It is a
collection of projects distributed over various regions. It suffers from distributions in
sectoral and geographical distribution as a result of the absence of a development
plan for public investment. Moreover, the dependence on loans to finance
development is increasing.

Deficit/Surplus

The report of the Financial Committee of the PLC points out that the budget
presented was balanced yet the budget actually has a deficit for two reasons. The
first is related to the arrears from 1999 to be paid to private sector suppliers,
estimated at (50%) million. The second is related to the planned implementation of
the Civil Service Law, which is conditional on the availability of funds, and thus will
not appear in the deficit of 2000. Thus, the deficit declined in 2000 by about (4%)
compared to the re-estimated deficit of 1999 [($51.9) million].

Public Debt

Data available in the documents of the 2000 budget reveal that the total public debt
at the end of 1999 was about ($606.6) million. There is a growing tendency towards
dependence on loans to finance (32.2%) of total development projects and loans are
expected to finance (32.2%) of total development expenditures during the period
1999-2001. Loans are increasingly used as a substitute for grants, which have been



declining. This is apparent from a review of the developments of the public debt over
the last six years.

The rise in public debt is a matter of serious concern with relation to its effects on the
future development process. It is feared that the repayment of loans and their
interest will burden the government budget, eating up an increasing portion of public
revenues and leading to more borrowing. It might also result in the cancellation of
development plans. Public debt in 1998 was about (16.2%) of GDP. Although this
percentage is low in comparison with other countries, it is considered as large
serious due to the fact that it was reached during a relatively short period (1994-
1998). Moreover, it is expected to grow faster than anticipated annual growth in real
GDP.

The ratio of public dept to total commodity exports in 1998 was about (115%), not
too high by international standards, but considered as large relative to the size of the
Palestinian economy.

Financial Institutions

There were (22) banks at the end of June 1999. Nine of these banks were
Palestinian, ten were Arab, and three were foreign. The number of bank branches
increased during the first half of 1999 to (108). About (38%) of the branches were
Palestinian, more than (58%) were Arab, and the rest [about (4%)] were foreign.
Total deposits in the WBGS [excluding Jerusalem] increased during the first half of
1998 and reached ($2616.31) million (PMA 1999). The increase in deposits in the
Gaza Strip (8.7%) was higher than in the West Bank [excluding Jerusalem] (8.2%).
The West Bank (excluding Jerusalem] continues to account for about (75%) of total
deposits.

Deposit the increase in the NIS exchange rate against the dollar and the dinar during
the first half of 1999, the share of total NIS deposits continued to decline in favor of
dollar deposits. NIS deposits declined from (14.2%) at the end of 1998 to (13.4%) in
mid-1999, while dollar deposits increased from (60.9%) to (62.9%) and dinar
deposits declined from (24.1%) to (32%) in the same period. Although NIS deposits
fell in both the West Bank and Gaza Strip, they remained higher in the West Bank
(14.6%) compared to (9.9%) in the Gaza Strip. This is due to the greater amount of
economic transactions taking place between the West Bank and Israel.



Credit

Total bank loans by the Palestinian banking system increased by (5.6%) during the
first half of 1999 to ($879.35) million (PMA 1999). It should be noted that the rate of
increase in loans has been declining since the beginning of 1998. During the first half
of 1998, loans increased by (17.2%) compared to (16%) during the second half of
1998. As a direct result, the ratio of loans to deposits declined during the first half of
1999 after increasing in the second half of 1998. At the end of June 1999 the ratio
was (33.6%), which is still low compared to neighboring countries. In addition,
overdrafts continued to dominate loans, accounting for (54%) at the end of June
1999.

Table (1): GDP, GNI, and GNDI per Capita by Region at Current Prices, 1999 (US$)

Gaza Strip West Bank* West Bank & Gaza Strip
GDP per capita 1,339 1,851 1,641
GNI per capita 1,577 2,213 2,028
GNDI per capita 1,672 2,309 2,149
Source: PCBS, (2000). Press Release of Palestinian National Accounts for 1999
*Excluding East Jerusalem.

Table (2): Gross Domestic Product by Expenditures and Region at Current Prices (million $),
1999

Final Use 1,754 3,492 5,748
Final Consumption 1,281 2,882 4,595
Household final
consumption

1,281 539 1.004

Government final
Consumption

415 71 149.4

NPISH final
consumption

59 1,294 1,972

Gross capital
formation

548 -1,619 -2,767

Net exports of goods
and services

-847

Source: PCBS, (2000). Press Release of Palestinian National Accounts for 1999
*Excluding East Jerusalem.



Table (3): Distribution of Palestinian Employment between the Israeli Economy and the
Local Economy

Employment Employment (1000)
Domestic DomesticIsrael &

Settlements Public* Private
Israel &

Settlements Public* Private
Year –

Quarter
16.1 13.3 70.6 64.88 53.60 284.51 95-IV
17.6 17.6 64.8 75.88 75.88 279.37 96-IV
18.6 18.1 63.3 79.40 77.27 270.23 97-I
16.6 17.0 66.4 76.25 78.09 305.00 97-II
16.1 17.6 66.3 71.64 78.32 295.03 97-III
20.5 18.1 61.4 98.93 87.35 296.30 98-I
22.3 16.9 60.8 114.83 87.03 313.09 98-II
22.1 16.9 61.0 112.00 85.65 309.13 98-III
21.8 16.4 61.8 119.88 90.18 339.84 98-IV
21.8 16.4 .861 126.73 95.33 359.23 98-IV+
23.6 219. 257. 132.56 107.55 320.85 99-I
22.3 18.0 8.95 130.90 105.56 351.44 99-II
22.4 18.0 59.1 134.96 111.37 355.77 99-III
22.7 17.9 59.4 193.12 109.81 364.41 99-IV

Source: PCBS, (2000). Press Release of Palestinian National Accounts for 1999
*Complied by PCBS for MAS.
+ Figures were revised using data from the general census conducted in 1997.



TABLE (4): Distribution of Palestinian Employed in the Local Economy by Sector (%)*
Total Servic

es &
Others

Transportation,
Storage &
Communicatio
n

Commerce,
Hotels &
Restaurants

Constructi
on

Mining, Quarrying
&Manufacturing

Agricult
ure

Quarter-
Year

West Bank and Gaza Strip
100 31.8 5.5 20.8 11.8 16.4 13.6 97-III
100 33.3 5.3 20.3 10.7 17.9 12.5 98-I
100 32.5 5.5 19.4 11.8 16.7 14.1 98-II
100 32.1 5.8 20.4 13.6 16.9 11.1 98-III
100 31.8 5.4 19.3 13.3 16.9 13.2 98-IV
100 32.4 5.5 18.0 12.8 16.2 15.1 98-IV+
100 35.3 5.2 18.3 11.4 15.7 14.1 99-I
100 34.6 5.1 17.6 12.5 16.3 13.9 99-II

34.2 5.6 18.0 13.1 16.0 13.1 99-III
100 33.0 6.3 17.6 12.0 16.4 14.7 99-IV

West Bank
100 27.8 5.7 21.1 12.0 17.4 16.0 97-III
100 27.9 5.7 21.0 11.0 19.8 14.6 98-I
100 26.8 5.9 20.0 12.0 18.2 17.0 98-II
100 27.1 6.2 21.3 13.9 18.6 12.9 98-III
100 27.3 5.6 19.7 13.8 17.8 15.9 98-IV
100 31.0 5.2 20.2 12.3 16.7 14.6 99-I
100 30.1 5.0 19.2 13.5 18.1 14.1 99-II
100 30.7 5.7 20.1 13.7 17.6 12.2 99-III
100 29.7 6.6 19.6 13.9 18.2 12.0 99-IV

Gaza Strip
100 44.9 4.9 20.6 10.7 13.2 5.7 97-III
100 44.5 4.6 19.1 10.2 13.8 7.8 98-I
100 44.7 4.9 18.0 11.5 13.3 7.6 98-II
100 42.9 4.9 18.6 13.1 13.4 7.1 98-III
100 41.6 4.9 18.4 12.9 14.8 7.4 98-IV
100 45.0 5.2 14.3 9.3 13.6 12.6 99-I
100 44.9 5.2 13.9 10.3 12.3 13.4 99-II
100 41.6 5.5 13.5 11.7 12.7 15.0 99-III
100 39.9 5.6 13.4 8.1 12.7 20.3 99-IV

Source: PCBS, Labor Force Survey, various issues.
* Excludes WBGS workers in Israel & Settlements.
+ Figures were revised using data from the general census conducted in 1997.



Table (5): Distribution of WBGS Workers Employed in Israel and Settlements by Sector (%)
Agriculture Industry Construction Commerce

, Hotels &
Restaurant
s

Transportation,
Storage &
Communication

Services and
Others

Quarter-
Year

10.0 14.0 50.6 12.7 2.4 10.2 95-IV
10.8 13.5 56.6 13.4 1.1 4.6 96-IV
9.8 12.8 57.1 13.2 1.3 5.8 97-I
11.7 15.8 54.9 12.0 1.6 4.0 97-II
10.5 13.5 52.9 14.3 1.9 6.9 97-III
10.2 11.3 58.6 11.8 1.7 6.4 98-I
12.4 11.7 55.1 12.5 1.2 7.1 98-II
10.2 12.2 55.2 12.9 1.4 8.1 98-III
9.4 11.1 57.2 13.7 1.4 7.2 98-IV
8.5 12.7 53.7 14.9 1.1 9.1 99-I
10.3 13.2 58.1 11.0 1.5 5.9 99-II
7.3 14.8 55.9 13.2 1.9 6.9 99-III
8.5 13.1 57.0 13.2 2.0 6.2 99-IV

Source: derived PCBS Labor Surveys. Various issues.

Table (6): Distribution of Palestinian Employment between the Israeli Economy and the
Local Economy

Israel & Settlements Gaza Strip West Bank Quarter-
Year

Average
daily Wage

at
Constant

Prices
(NIS)*

Normal
average Daily

Wage (NIS)

Average daily
Wage at
Constant

Prices (NIS)*

Normal
average

Daily Wage
(NIS)

Average daily
Wage at
Constant

Prices (NIS)*

Normal average
Daily Wage

(NIS)

81.50 44.50 56.50 95-IV
88.33 91.00 35.66 36.90 44.72 46.20 69-IV
84.67 90.00 34.11 36.90 43.34 46.20 1997-I
86.47 92.40 41.48 44.60 48.85 52.40 1997-II
83.71 90.70 39.82 43.80 50.24 54.40 1997-III
86.60 96.40 41.02 46.20 49.15 54.50 1998-I
87.80 97.40 41.11 46.60 52.03 57.60 1998-II
90.61 102.30 41.52 47.50 50.58 56.40 1998-III
85.26 101.80 39.95 48.10 51.31 60.80 1998-IV
83.74 102.50 40.44 49.90 52.97 63.90 1999-I
86.85 104.50 43.44 51.90 54.47 64.90 1999-II
89.23 107.70 42.61 50.90 55.73 67.00 1999-III
87.06 107.80 42.94 52.70 54.73 67.80 1999-IV

Source: PCBS, Labor Force Survey, various issues.
* At Winter 1996 prices.



Table (7): Percentage Change in Price of Major Commodity Groups to WBGS for 1999

Share in
inflation

Percentage
Change in

Price

Relative Weight in the Basket (%) Group

WBGS WBGS WBGS Gaza Strip West Bank
34.5 4.71 40.547 42.883 40.163 Food
10.1 8.35 6.714 6.348 6.957 Beverage &

Tobacco
1.9 1.09 9.511 9.395 9.662 Textiles,

Clothing &
Footwear

8.4 6.69 6.942 7.838 6.415 Housing
9.3 6.95 7.418 7.811 7.388 Furniture,

Household,
Goods &
Services

20.6 9.01 12.680 11.239 12.786 Transport &
Communication

2.6 3.65 3.959 3.397 3.907 Education
5.9 6.86 4.793 4.497 4.915 Medical Care
-1.80 -6.43 1.577 1.585 1.526 Recreation &

Cultural Goods
& Services

9.3 8.79 5.859 5.007 6.281 Miscellaneous
Goods &
Services

Source: PCBS, Consumer Index, various issues.



Table (8): Exchange Rates and Changes in Purchasing Power in the WBGS for December
1996-December 1999

Dollar ($) Dinar (JD) Monthly Inflation
rate

Year Month

-0.67 1.13 3.300 -0.61 1.20 4.65 1.81 1996 Dec.
-0.77 -0.11 3.560 -0.86 -0.20 5.010 0.66 1997 Dec.

-1.21 0.56 3.580 -1.18 0.06 5.040 1.77 1998 Jan.
0.92 0.56 3.600 0.56 0.20 5.060 -0.36 1998 Feb.
0.75 0.00 3.600 0.75 0.00 5.060 -0.75 1998 Mar.
4.72 4.44 3.760 4.63 4.35 5.280 -0.28 1998 Apr.
-2.74 -1.86 3.690 -2.39 -1.52 5.200 0.88 1998 May.
-0.19 -0.27 3.680 -0.30 -0.38 5.180 -0.08 1998 June
-0.78 -0.27 3.670 -0.89 -0.39 5.160 0.50 1998 July
0.24 0.82 3.700 0.01 0.58 5.190 0.57 1998 Aug.
1.80 3.78 3.840 1.68 3.66 5.380 1.98 1998 Sept.
3.40 6.25 4.080 3.28 6.13 5.710 2.85 1998 Oct.
2.72 4.17 4.250 2.75 4.20 5.950 1.45 1998 Nov.
-2.22 -1.41 4.190 -1.32 -0.50 5.920 0.81 1998 Dec.
-3.32 -2.34 4.09 -3.44 -2.45 5.77 0.99 1999 Jan.
0.97 -0.48 4.07 0.44 -1.01 5.72 -1.45 1999 Feb.
-0.79 -0.97 4.03 -0.28 -0.46 5.69 -0.17 1999 Mar.
1.63 0.41 4.05 1.66 0.44 5.72 -1.22 1999 Apr.
1.72 1.67 4.12 1.60 1.55 5.80 -0.05 1999 May
-1.11 -0.69 4.09 -0.98 -0.55 5.77 0.42 1999 June
-0.20 0.13 4.09 -0.31 0.03 5.77 0.34 1999 July
3.05 2.54 4.20 2.87 2.36 5.91 -0.51 1999 Aug.
0.95 1.14 4.25 1.04 1.23 5.98 0.19 1999 Sept.
-1.24 0.47 4.27 -1.21 0.50 6.01 1.71 1999 Oct.
-1.28 -0.83 4.23 -1.26 -0.81 5.96 0.45 1999 Nov.
-2.51 -0.69 4.20 -2.37 -0.55 5.93 1.81 1999 Dec.

Source: Inflation rates were taken form PCBS consumer price surveys. Exchange rates for
1998 were taken from the PCBS and for the period for 1999 from the Palestine Monetary
Group Authority. MAS collected exchange rate for the previous period.



Table (9): Net Capital Formation (net investment) in Selected Manufacturing Sectors in the
WBGS, 1998-1999

Economic Activity Capital Density ($)-- Net Investment (1000$)
1999 1998 1999 1998

Manufacturing 7.046 4.444 -31.391 -15.347
Manufacturing of
food & Beverages &
Tobacco Products

12.443 4.964 -7.002 -1.900

Manufacture of
Textiles

5.889 7.880 -1.682 -494

Manufacture of
wearing Apparel

1.717 1.810 -1.614 -2.018

Tanning of leather;
manufacture of
bags

4.743 3.138 -736 151

Manufacture of
non-metallic
products

8.514 6.590 -10.386 -4.932

Manufacture of
metal products

6.968 4.191 -3.873 -2.142

Source: Calculated by MAS based on the PCBS Industrial Survey-1998 and 1999.
--Capital was measured as the average of book value of capital at the beginning and end of
year.

Table (10): Average Wages and Productivity in Selected Manufacturing Sectors in the
WBGS, 1998-1999

Economic Activity Wage to Productivity Ratio (%) Average Wages ($)
Manufacturing 44.7 43.0 4.477 3.918
Manufacturing of
food & Beverages
& Tobacco
Products

22.0 37.6 4.588 4.506

Manufacture of
Textiles

31.2 27.2 4.519 3.499

Manufacture of
wearing Apparel

77.2 65.5 3.291 3.059

Tanning of leather;
manufacture of
bags

74.6 69.1 4.132 3.556

Manufacture of
non-metallic
products

41.9 31.8 5.533 4.718

Manufacture of
metal products

65.2 61.5 5.388 3.748

Source: Calculated by MAS based on the PCBS Industrial Survey-1998 and 1999.



Table (11): some Export Indicators for Selected Manufacturing Sectors in the WBGS, 19981999
Economic activity Share in Manufacturing Exports

(%)
Export to Sales Ratio (%)

1999 1998 1999 1998
Manufacturing 100.0 100.0 15.7 15.9
Manufacturing of
food & Beverages
& Tobacco
Products

4.9 7.2 3.3 5.8

Manufacture of
Textiles

602 6.9 23.5 28.9

Manufacture of
wearing Apparel

4.8 2.8 30.2 18.1

Tanning if leather;
manufacture if
bags

3.1 6.4 16.1 29.5

Manufacture of
non-metallic
products

54.1 49.4 29.5 22.2

Manufacture of
metal products

3.1 4.2 5.1 7.0

Source: Calculated by MAS based on the PCBS Industrial Survey-1998 and 1999.

Table (12): Net Investment and capital/Labor Ratio in Services Sector in the WBGS, 1998-
1999

Economic
Activity

Capital/Labor
Ratio ($)--

Net Investment
(1000$)

1999 1998 1999 1998
Hotels &
Restaurants

11.638 6.687 3.740 -1.428

Real Estate,
Renting &
Business
Activity

6.247 5.717 -616 3.512

Education 5.131 4.783 -2.137 1.551
Health & Social
Work

12.513 6.725 -3.556 -1.440

Other
Community,
Social &
Personal
Services

10.908 6.383 149 982

Total 9.380 5.972 -2.420 3.147
Source: Calculated by MAS based on the PCBS Industrial Survey-1998 and 1999.
--Capital was measured as the average book value of capital at the beginning and end of the
end of the year.



Table (13): Average Wages and Wage to Productivity ratio in Services Sector in the WBGS,
1998-1999

Economic
Activity

Wage to Productivity Ratio (%) Average Wage ($/year)

1999 1998 1999 1998
Hotels &
Restaurants

76.6 80.7 5082 5038

Real Estate,
Renting &
Business
Activity

69.4 66.7 5520 4408

Education 87.6 95.4 4449 5117
Health & Social
Work

62.2 84.3 4978 4596

Other
Community,
Social &
Personal
Services

110.4 97.2 4460 4289

Total 76.5 84.6 4833 4756

Source: Calculated by MAS based on the PCBS Industrial Survey-1998 and 1999.

Table (14): Average Wages and Wage to Productivity Ratio in Internal Trade Sector in the
WBGS, 1998-1999

Economic
Activity

Wage to Productivity Ratio Average Wage ($/year)

1999 1998 1999 1998
Sale & Repair of
Motor Vehicles

0.48 0.59 4.585 4.019

Wholesale
Trade &
Commission
Trade

0.31 0.28 5.488 5.231

Retail Trade,
Repair of
Personal Goods

1.05 0.84 5.015 4.316

Total 0.69 0.62 5.051 4.512

Source: Calculated by MAS based on the PCBS Industrial Survey-1998 and 1999.



Table (15): Average Wages and Wage to Productivity Ratio in Informal Transport Sector in
the WBGS, 1998-1999

Economic
Activity

Wage Productivity Ratio Average Wage ($/year)

1999 1998 1999 1998
Taxi 65 60 4.531 5.545
Private 50 44 5.770 6.569
Other non-
scheduled
passenger
transport

58 54 4.806 5.681

Freight
transport by
road

59 55 5.975 6.151

Total 58 54 4.952 5.732

Source: Calculated by MAS based on the PCBS Industrial Survey-1998 and 1999.

Table (16): Average Wages and Wage to Productivity Ration in Internal Trade Sector in the
WBGS, 1997-1998*

Economic
Activity

Wage to productivity Ratio Average Wage ($/year)

1998 1997 1998 1997
Sale & repair of
motor vehicles

0.57 0.58 3880 3270

Wholesale trade
& commission
trade

0.25 0.33 5137 4673

Retail trade,
repair of
personal goods

0.90 0.93 4072 3745

Total 0.62 0.68 4352 3885

Source: calculated by MAS based on the PCBS International Trade Survey – 1997, 1998.



Table (17): commodity structure of Palestinian Exports and Imports, 1997-1998 (million
dollars)

Commodity Commodity
Imports

Commodity
Exports

1998 1997 1998 1997
Food,
Agricultural
Produce and
live Animals

20.0 21.0 15.0 15.0

Beverages and
Tobacco

4.0 3.1 6.3 5.0

Crude Materials 3.0 5.8 3.7 4.4
Min0.6eral
Fuels7.3

22.0 14.6 2.3 1.5

Animal 21.4and
vege13.8table
Oils 6.8and Fats

0.6 1.0 1.0 2.1

Chemicals 7.3 7.5 5.8 6
Manufactured
Goods

21.4 27.5 42 43

Machinery and
Transport equip

13.8 12.0 5.5 5.1

Classified and
non-Classified
Products

6.8 6.5 16.0 16

Total %100 %100 %100 %100
Source: MAS – EL Jafari, (2000).

Table (18): Distribution of Total Imports into Palestinian Territories

Palestine Gaza
Strip

West Bank

1998 1997 1998 1997 1998 1997

Main Indicators (million Dolars)

2716 2425 597 582 2119 1843 Commodity Imports
2308 2064 554 495 1754 1569 Commodity Imports from Israel
440 381 100 82 340 299 Imports of Services
279 242 60 46 219 169 Imports of Services from Israel

Source: MAS – EL Jafari, (2000).



TABLE (19): Summary Indicators of Palestinian International Trade (mil $). 1997-1998

Percentage
Change
Palestine

Palestine Gaza
strip

West
Bank

1998 1998 1997 1998 1997 1998 1997
Main Indicators

0.44 680 677 134 123 546 554 Total Exports
2.93 598 581 90 91 508 490 Commodity

exports
-14.58 82 96 44 32 38 64 Services Exports
12.47 3156 2806 697 664 2459 2142 Total Imports
12.00 2716 2425 597 582 2119 1843 Commodity

Imports
15.49 440 381 100 82 340 299 Services Imports
-16.30 -2476 -2129 -653 -541 -1913 -1588 Trade Balance
-14.86 -2118 -1844 -507 -941 -1611 -1353 Common Trade

Balance
25.61 -358 -285 -56 -50 -302 -235 Services Trade

Balance
-6.5 513 547 79 85 434 462 Common

Exports to Israel
3.97 2146 2064 644 619 1502 1445 Common

Imports from
Israel

Source: MAS – EL Jafari, (2000).



Table (20): Estimated Budget for the Fiscal Year 2000
Revenues (million US $)

Domestic revenues
Income tax 80
Customs & excises 326
VAT 440
Other taxes 1.0
Total tax revenue 847
Non tax revenue 116
Total domestic revenues 964
Development grants 422
Total revenues 1.386
Expenditure (million US$)
Recurrent expenditure
Salaries & wages 562
Operating expenditure 183
Transfer expenditure 181
Current capital expenditure 15
1999 Arrears 50
Total recurrent expenditure 990
Capital & development expenditure 446
Development projects financed by Treasury 24
Development projects financed by donor’s assistance 422
Total public expenditure 1436
Deficit* 50
Source: Palestine Ministry of Finance, Budget Dep.
• The budget submitted by the Ministry was balanced. However, the report of the finance

committee of the Palestinian Legislative Council indicated that there was a deficit due to
he arrears of 1999.

• 
TABLE (21): Change in Employment in Economic Sectors Between 1998 and 1999.

West Bank Gaza Strip West Bank & Gaza
Strip

IsraelEconomic Activity

(000) % (000) % (000) % (000) %
Agriculture -3.49 -7.94 11.98 119.07 +8.5 15.74 -1.60 -8.57
Mining/Industry 0.20 0.38 -0.18 -1.00 +0.02 0.03 4.54 32.64
Construction & Building 4.22 11.37 -2.03 -12.59 +2.2 4.13 7.21 10.69
Trade & Restaurants 2.07 3.44 -5.07 -20.53 -2.99 -3.5 3.07 20.49
Transportation & Storage 0.34 1.94 1.1 16.72 +1.44 6.0 0.76 54.78
Communal Services 12.90 15.80 2.20 3.8 15.11 10.79 1.27 14.84
Total 16.23 5.51 8.04 5.99 24.27 5.66 15.73 13.23

Source: Surveys Reported by Palestinian Ministry of Labor.


