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I. Summary and Conclusicns

The economies of the West Bank and Gaza** have
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26 percent and 28 percent respectively 1in Gaza
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rapldly in the past decade based on the earnins
workers in Israel, Jordan and the Arab oil stas=C
and the rapid modernization of agrizulture. - Tr=
néw prosperity, which 1is clearly visible, has 1:%
to a housing construction boom, but 1little in—-~.--
ment has gone into productive activities. Indus-
trial development in the occupled territories hz:
been carried out mainly by Israeli firms which, -
attracted by the relatively chear labor and lowe>

taxes, produce components for their Israeli operz-

ment and 38 percent of GNP in the West Bank and

- Industry's share’ of GNP is less than 10 percent
Ao and much of that is related to the processing of
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PO _ ~ Agriculture is still king 1in the economies of bet:n
€con | - areas, accounting directly for 35 percent of emplcov-

L

usis | agricultural products. The future growth of azri-

mainly on more efficient use of the reasonably

of each are quite limited.
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Acrion Tomem: *With apologies to J. M. Keynes

of Gaza are explicit.

Dare:

culture in the occupied territories will depend

cro-

ductive land and water because additional supplies

®#%*Gaza, the Strip, and the Gaza Strip are used inter-
changeably in this paper. Any references to the town
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The West Bank and Gaza are “u 1l employment eccnemiez -
the unemployment rate 1is unde cercent, and that i3
entirely frictional. Under—°"“101went is alzo declinin:.
The bocm in the territories.and the attraction of jobsz

in Israel and the Gulf states have drawn excess laber
from agriculture and the refugee camps. In fact, scme
kinds of labor are in short surply. However, to keer
unemployment low in the years ahead will require a con-
tinuing high rate of growth to absorb the large numt=>-s
of youths about to enter the work force and the reserv:ir
of women who are Jjust beginning to take jcbs outside the

home.

The economies of Gaza and the West Bank, whi
complimentary to each other, both are ncw 2zl
grated into the Igraslil eccnomic system: Ne
third of those from the occcupiasd territcries wi=
work 1In Israel and their earnings account directly
Indirectly for nearly half of West Bank and Gaza GN?P.
The territories receive 91 percent of their imports fr-=z
Israel and send Israel 65 percent of their exports. Th=z
communlications, transportation and power systems have
become closely intertwined over the last decade - much
to the discomfort of many West Bank and Gaza Arats. In
certain areas, however, such as education, tax sys:tenm
finance, banking and public attitudes, Israel and the
occupled territories’' remain far apart.

in their merchandise accounts by the remi tances o“ *he;r
workers with Jobs in Israel'and elsewhere. In addi:icn,
conslderable savings in the form of gold and foreig cur-
rency have been accumulated and are held both in Gaza arni
the West Bank and abroad. A major develcpmental protlem
facing the territories is how to combine these funds wi:th
the necessary entrepremamial and labor skills to prcmecte
economlic growth.

. West Bank and Gaza Arabs tend to view their presént eco-

nomlc situation and the events of the last ten years in
an entirely different light than do the Israelis.: The.
Israelis see themselves primarily as benefactors whc havs
brought unparalleled economic opportunities to the Wes*’
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Bank and Gaza. The inhabitants of the “erritcrias mly
reluctantly admit that Israelil occuration has brouzhe
any econcmic benefit. They 'see present rangaments,
such as the employment opportunities in IS“ael -s bur-
dens. This difference in percepticn 1s ext emelj impcr-
tant in determining how Israells and Arabs look toward
the future and the kind of econcmic arrangements they
would seek shculd peace be achieved. The Arats would
like protection against what they consider presens

explcitive Israell practices. The Israells canr-t und=r-
stand why the eccncmic interderendence of Israc . Gazz
and the West Bank, which improves the econcmic well-teins

|
of all, should be interrupted by a peace agreemen<.

The follcowing conclusions have been reached after a2 =sur-
vey of the West Bank and Gaza econcmies and are meant =c¢
serve as check points for those who are thinking atout
the forms these economies might take under a variety cf
political arrangements. No assumptions about political
structures have been made :

-- The West Bank and Gaza will need open borders
with Israel and Jordan and free access to the
Arab oill states and the western industrial
countrles to maximize their econcmic poten-
tial. Ideally, there should be a free trade
area and customs union with Israel (and pos-
slbly also with Jordan), both to promote
economic efficiency and,to avoild the extremely
difficult problems in creating a "corridor"
between Gaza and the West Bank, :

-- The West Bank and Gaza cannot provide jobs
for substantial numbers of Palestinian refu-
gees from outside the territories for the
foreseeable future. Agriculture is already
at its limit 1in terms of employment oppor-
tunities and rapid expansion in the other
sectors of the economy will be needed to
furnish jobs for the large number of youths
and women who will be entering the job market.
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The development of industry over the medium
term willl require the importation of most of
the capital, technology and entrepreneurta.
skllls. The West Bank/Saza contritution
should be mainly people to f1ll the middle
management and worker positions. Only after-
Some years of training, of successes and of
political stability will West Bankers and
Gazans be able to supply all the needed in-
puts. The econcmic model for the aconcmy
probably could resemble the one used by

Singapore and Heng Keng. ;} .
y : :

Ll e
R

In economic terms, it 1is as important that

the other Arab states accept Gaza and West
Bank products’, perhaps on a preferred basis,
as it is for them to supply aid or invest-
ment funds. There will be a clear trade-of*
between trade and aid. If the West Bank and
Gaza are closely linked to Israel, the procblem
to be overcome . will be essentially political:
how the other Arabs can help the Palestinians
without also helping the Israelis?

e . ERT o ._%;.'..{,‘,);_ :

Any attempt to protect West Bank and Gaza in-
fant industry from Israeli competition will
almost certainly’ lead to progressive railsing
of trade barriers by both §ides to the economic

detriment of both. e a0
T ¥ IR EA

Tourism could become a maj
occupled territories. In the West Bank the )
future political status of Jerusalem will be
important to tourism development. S
The equitable distribution of water supplies
among Israel, Jordan, Gaza and the West Bank
must be dealt with in any peace settlement.

- Y TR o .

The Israell residential and industrial settle-
ments in the occupied territories could pro-
vide economic benefits to both Arabs and Jews.
This probably is not true of the agricultural
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settlements along “he Jordan River where the
use ty the settlements of the limited surply
of gocd land and water 1s at the exgense cf
the Arabs.

>

II. Framework of Analysis

Thils study 1s not intended to be exhaustive. Rather, <th
alm is to present a broad overvisw of the existinz econc
mic conditions in the West Bank and Gaza and to erumerzs
those Important econcmic factors which should te ccnsii-
ered regardless of the political share which a te
settlement invelving the occurled territories mig
The conclusions are meant to be a check list for col
makers and no parficular political scluticn is impl:

'Y

b b

The sources used as background for this analysis include
books, articles and pamphlets on the Gaza and West Bark .
economies (of which there is a surprisingly large number)™;
discussions with Israeli economic officials, Ministry of
Labor functlonaries, and military commanders in the ccou-
pled territories, West Bank and Gaza business, financial
and agrilcultural leaders, and others knowledgeable abcus
the area. Several field trips were also taken by the
author to the occupied territories. In addition, invalu-
able asslstance was provided by the staff of the American
Consulate General in Jerusalem, who cooperated with this
project and share its general conclusions. ‘

The treatment of the West Bank and Gaza as a prospective

. economic unit is dictated by political rather than eco-
A nomic considerations. For the purpose of this paper, it
e i1s assumed that Gaza and the West Bank in a peace agree-
ment will be economically linked - i.e., there will be
no return to the pre-1967, Gaza-Egypt and West. Bank-Jordan
arrangements. The need to accommodate Gaza and its physi-
- . cal separation from the West Bank and Jordan dictate this
o ‘ approach. A _ ,

S 1See Benefits & Burdens: A Report on the West Bank and Gaza:

Thelr Econcmics Since 1967 by Brian vVan Arkadie (Carnegie
Erdowment for International Peace, 1977) for an extensive
bibliography. _— ,
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,$The areas do nct combﬁerent each other economically and
thelr separation by 25 mi les cf Israel makes their link-

t age even more tenucus. Theteccncmic problems of the twe
areas have been lcoked at before in terms of ecomomic

. 'viabllity" (see the West Bank - Is It Viable? by Vivian
'A. Bull). In this study, the viacility issue will not te

o tackled. Our central questions will be what levels of

‘geconom‘c activity can the West pank and Gaza sus=zin urde"

e

v ToiTe

gare to econcmi deve1oc lent oo

VL ; :.

s Any economic analjs s on the West Bank and Gaza should

~iecontaln an early and strong warning about the unrelia-
bllity of the data available. Part of the problem 1is

that no separate data for the areas belng studied was

collected pricr to 1967. Gaza was included in Egyrtian

statistics and the West Bank in Jordan. The time series

gcompiled by the Israell Central Bureau of Statistics (C32)

4 qover the past ten years are used by all students of the

o %gWest Bank and Gaza economies - not because thelir accuracy

is thought to be high, but because there are no others.

&Even using the same data source, Israelis, Arabs and
"'dispassionate observers" have been able to come to very

3 different conclusions. This 1is party attributable to

jthe political lenses through which they look at the

world. The ambiguity of the data in some cases also
acilitates wildly different interpretations. There-

'; fore, an attempt has been made in this analysis to loox
,toward the future on the basis of clearly discernible

;j.rends and to avold judgements which require precise

agmeasurements. It should be kept in mind that all data

,A]-n the occupled areas exclude the population and econo-

. “#mic activity of Israell settlements,which are treated

: . i38by the GOI ,as Israeli territory for the sake of economic

: -activity,and the annexed areas of Jerusalem. _

T |repe.. N, o g

yé,g-if’III-‘Mac"oeconomic Situa*ion Tt
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5%Ga~a and West Bank combineﬁ have a total land area
e=0f approximately 2,600 square miles, roughly half
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s the sicze of the State of Ccnnecticut. Of the total s
area, Gaza 1s only apgroximately 150 square milas. "
s A o E RS <,
v - Gaza 1s a low-lying strip of Mediterranean cocast -
Y which 1in earlier days was sparsely populated! The B
PO - population rose dramatically as a result of Israel'g,? iP
T 1948 war of independence, when large numbers of N

Palestinian ‘Arabs took refuge in the area which Vﬁﬁﬁﬁ;
was under Egyptian control. The Strip 1s aprroxi- ?,éﬁ&
mately 25 miles long with an average wildth of six el@fg
miles. Nearly two-thirds of Gaza's area is under .;i,¢
cultivation and about half of that 1s irrigases e

v T a e

*

1 ~. The water comes from wells which tap the aquifesr . }

- gg ‘" layers on which the ocasls feeds.Most of the uncul-  agd
O tivated land area”is used as 1living space for : “
e .- people - the largest being Gaza City. The average >
l'f;%&" rainfall 1s about 14 inches. " Eke®4 SR T -4
wovE L UMWERE | e SRR S o - 5 T
- . The West Bank has several disti ct topographical ~l.2h

E B
“~ 2ones in 1ts nearly 2,500 square miles. The northern
* tip is an extension of the Jezreel Valley, which is §4
Z. . located primarily in Israel. "*The northwestern por- iR
Y tion nearest the sea rises gently from the Plain of Sota
2 - Sharon. -The highlands run through the central pcrtioni&
s . of the West Bank, area on a north/south axis. To the 3%
;¢ east of the highlands there is a sharp drop from  « 8

about 2,500 feet altitude to more than 1,000 feet <Li¥M
., below sea level ’in the Dead Sea ‘area. Rainfall is -3
% heaviest in the horthern tip and _the Sharon Plains g
%% reglon, about 30 inches a year., It diminishes

-

.~ Sharply from north to south and from the west to

=

;y'?,the east. -xBetween the mountains and the Jordan . .&

‘xi‘.’_‘ﬂ%‘w
T

T I R

3
e

4. River/Dead Sea’is the Jordan Valley, where rainfall &g
. | is negligj:?l? o ;“ d}’:}w x~ '“:3;:’ : _-,;‘. «5{7 ; T; - S

%= The soil in thg;flatlands'area and in the valleys g¥8dé#:-.
: : of the region north of Jerusalem 1s reasonably fer- "&E%:’
“>~ tile. *The hillsides are extensively cultivated %
sy, with olive and fruit orchards on terraces which
. go back to the"Roman eéra™ In thé™Judean hills ™

.- south of Jerusalem, the soll 1is of poorer quality =32
v~ and much ofggggéﬁwunsuitapleﬁggg:ggriqulture4even,,fMgﬁ;}
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when water is available. Neverthsless, the vallays
and the terraced hillsides of the south highlards
area are one of nistory's most famous wine and tabl=
grape growing areas. The grape 1is to the sowth whas
the olive 1is to the north. ’

b

The Jordan Valley and the strip along the Dead Sea
are hot and very dry. Some of the land is saline
and comcletely barren. Other, hcwever, is of fairly
good quality and can be Gquite preductive when wazer
is appliled.

B. The People and the Labor rforce.

Israell sources place the population of the West Bank
d and Gaza at 1,106,800 people in 1976. Of that numbex,
. 680,500 live in_the West Bank and U2€,800 in Gaza and

Northern Sinai.? Included in the above figures are

an estimated 310,000 refugees,3 of which 240,000 st

live in camps.’ Of the 105,000 refugees 1in the Wes:

Bank, 65,000 are in camps; in Gaza 175,000 of the"

205,000 refugees (nearly half the population) are

in camps.. There are 19 refugee camps in the West

Bank and eight in the Gaza Strip. :

' ot .

The population distribution in the West Bank 1is as
different from that of Gaza as is the topography of
the two areas. In the West Bank most of the pecple
are concentrated on the, slopes of the central moun-
tain range. Half the population is rural and they
T live in 450 villages containing 50,000 families.

L) el The northern part of the West Bank 1is more heavily

£ e TR e B .
e TG B o

.
-«
-

2Northern Sinal 1is. included to account for a few thousand Bedcuinr
who wander in and out of Gaza. It dces not include Israeli
settlements in Sinai.

3A refugee 1s defined as any person living in the occuried
territories, the head of whose family lived in the territory
of Israel before 1948.

<
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pcpulated than is the area south of Jerusalem. The
main towns are Jenin, Nablus, Tulkarm and Ramallan
(north of Jerusalem) and Bethlehem and Hebrza (scuth
of Jerusalem). There are very few pecple in.the
Jordan River Valley with the excepticn of the area
around Jericho. The population of the West Bank

was estlimated at approximately 900,000 in 1967
before the June war.

As previously described, Gaza 1s heavily porulated.
The towns of Gaza, Xhan Yunis and Rafiah form an
almcst continucus urbtan band. The larnd which is
not lived on 1is farmed - the exception being a dune
area between the beach and the bezinning of the
cltrus groves‘*about a half a mile inland.

The people 1inmr both areas tend to be young. Forty-
elght percent of the population in Gaza and 47 per-
cent 1n the West Bank are 14 years of age or under.
The median age’'1s 15.9 years. The rate of natural
populatlon Increase for the total area is 3.14 per-
cent. This 1s composed of a 2.92 percent increase

in the West Bank and a 3.5 percent increase in Zaza,
using 1975 figures. However, because of out-migra<i:n,
the populaticn growth is usually smaller. The pozu-
lation of the total area grew 1.7 percent in 1975.

Of this, 0.9 percent growth was registered in the
West Bank and 3.1 percent in Gaza and Northern Sinat.
There are a few more males than females in the West
Bank and the reverse 1s true in Gaza.

The above population characteristics are reflected
in the portion of the population of working age.
Because of the relative youth of the population,
less than 50 percent are of working age (15-6U4
years). For the area, the worklng age population
totals 591,800,0f which 366,800 are in the West
Bank and 225,000 in Gaza. The number of people
actually employed is much smaller. Only 204,900
people out of the more than 1,100,000 who live in

LIMITED OFFICIAL USE
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the occupled territories have jobs. This 1is barely
more than 20 percent of .the pcpulation, a strikinzly
low preoporticn. The reason 1s simple; fewer than 10
percent of the women in the working age porulation
have jcbs. This 1is essentially a culturally®dictated
phenomenon linked to traditiocnal Arab restrictions

on wemen's activities. It 1s changing only siowly.
Underemployment, usually in agriculture, 1is also
declining as other Job opportunties expand.

Of the 2CU4,900 Gazans and West Bankers employed,
approximately 66,000 work in Israel, usually com-
muting each day.d £ those West Bankers with Jobs,
92,000 work locally and 40,400 in Israel, for a total
of 132,400. 1In Gaza the numbers are 46,700 workins
locally and 26,100 in Israel, for a total of 72,800
emplcyed. Stated another way, nearly one of every
five works in Israel. This has created a strong

and, to some people, troubling economic interde-
pendence between the economies. The GOI points

with considerable pride to the fact that workers on
the average are paid 81 percent of the wages which
Israells earn for the same work and those employed
through the labor exchange receive full unemploymenct,
sccilal security and other benefits.

Table 3 gives a breakout- of employment in the West
Bank and Gaza by types of activity. Nearly a third .
of the total work force,is in agriculture, 14 per-
cent in industry, 7 percent in construction, 18
percent 1n public and community services and the
remaining 29 percent in trade, transport and other
services. Of those who work in Israel, 55 percent
are in the construction trade, 18 percent in indus-
try and 15 percent inragriculture. In Gaza 38 per-
cent of the total employed population works in trade,
transport and services.

Frn

is estimate 1s arrived at by counting those‘registered

with the GOI Ministry of Labor and increasing the number

by about 50 percent to take into account the "black workers"
believed to have Jobs in Israel. ConGen Jerusalem estimates
that over 30,000 Arab Palestinians work in Jordan and the
Gulf States. They are not included 1n these statistics.
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There 1s virtually no unemployment in either the
West Bank or Gaza. Ir 1975 the overall unemploy-
ment rate was 0.9 percent, composed of 1.1 percent
in the West Bank and 0.6 percent in Gaza -- -all of
it frictional unemployment. The low rate is largely
explalined by the willingness of those who want to
work to take whatever Jjobs are avallable, even if
it involves switching to a new type of activity.
The remarkably low unemployment rate has persisted
in recent years in the face of a recession in the
Israell economy -- reflecting a preference of Israell
emplcyers for Palestinian® workers in many activites
because they cost less and are more productive than
thelr Israell counterparts. By no means are all
v employees of such labor Israeli Jews. In fact, a

' substantial portion of the "black workers" have

. Jobs, frequently seasonal in nature, working for
Israelil Arabs in agriculture or services.

Although the number of West Bankers and Gazans

employed in Israel has dropped off somewhat from

the high of around 70,000 which was reached in

1975, thase who lost their jobs in Israel were able

to find new ones, primarily in the construction boonm
. 80ilng on in the .West Bank and Gaza. There 1is pre-

sently a labor shortage in the occupied territories,

as verifled by the statements of Arab employers and

the fact that the graduates of the vocational train-

ing centers are all placed easily.

) C Some Gazans and West Bankers look upon the export of
. D7 0725 workers to Israel as a negative economic factor as
- - well as the cause of social problems. In terms of
opportunity costs calculations,the occupied terri-
~  tories are almost certailnly better off having the
.+: .. workers go to Israel than if these people stayed
‘- to work in their own localities. The social costs
probably are not particularly high because nearly
. all such workers return to their homes each night.

For the pﬁrposééﬂdf”thié'bapef thé'tefm "Paléétﬁnian" is
used as shorthand for any Arab living in the West Bank and
‘Gaza. : : ,
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This 1s not true of the undetermined thousands of
Gazans and West Bankers:'who have Jobs in Jordan
and the Arab oll states. These people, who =send
to be more highly skilled than those who werk in
Israel, leave their families in the cccupled areas
. for months or years at a time. Their remittances
add substantially to the economic welfare of the
area, but there are, no doubt, social costs to this
arrangement. The workers themselves clearly think
that the benefits ocutweigh the costs and their
employment has taksn on an increasingly gcerman=ant
character according to data from the labor exchanrgsas.

C. GNP & GDP ¢

Tables U4, 5 and 6 give details of the Gross National
Product (GNP) of the West Bank and Gaza by factor
cost, by sector and by resources and uses. The da-a
lead to the following observations:

1. Growth in real GNP in both areas since 1968
has heen most impressive, about 14 percent
a year on the average. However, the rate
has slowed down, perhars to 6-9 percent
since 1974, "

2. The major forces behind this high growth rate
have been 1increase in factor payments from
abroad (mainly workér remittances from Israel),
advances 1in agricultural output and a construc-

. - tion boom. Industry has kept pace with GNP
ot : ~  growth. e ‘ : . .
3. The service sector has been decreasing in
: relative importance as GNP has grown.

4. Gross Domestic Product (GDP) growth, while

slower than the increases in GNP, has also
been rapid. . ‘ '

E ey o T . Lot . - ; L S P N
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5. Per capita GNP in East Bank Jordan and the
West Bank are now approxiwatelj equal at
about $900.

6. Per capita GNP in Gaza 1s about 70 perce;E
of that of the West Bank.

7. Despite a relatively high savings rate, invest-
ment has been quilte low and most of that has
been concentrated in housing.

The strong dependence of the occupied territories on
remittances from abroad is very trcublesome to Wes<

Bank and Gaza leaders. According to CBS figure s, ne%
factor 1income ‘from abroad averaged 3177 million ”or the
occupied territories in 1974-75. This figure protably

is an understatement of the actual situation. 1In fac.,
no reliable data exist on remittances to the occupied
territories except from Israel nor is there any official
estimate of how many West Bankers and Gazans work abroad
(other than in Israel). Remittances are made through a

labyrinth of unofficial channels and family connec<icns
which makes accurate record keeping impossible.

The discomfort that West Bank and Gaza leaders feel
about thils situation 1s easy to explain: Palestintian
workers 1in Israel and elsewhere remain at the suffer-
ance of the host governments. The workers can be cut
off from employment by shifts in the political winds.
A heavy dependence of this type- 1s politically inhi-
biting, even 1f no direct action against expatriate

" workers 1is ever taken. _ - -

The BOP and Foreign Trade

-

- Tables 7 and 8 on the balance of payments and foreign

trade reveal the following patterns:

-~

- == The occupied areas are heavily dependent on

- foreign trade.

LIMITED OFFICIAL USE
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-- Both Gaza and the West Bank have large m2rchan-
dise deficits in their balance of paymen-s. Tho
overall BCP 1s 1n surplus, however, beca%lie of
exports of personal services (workers in Israel),
remlttances from workers in other countriss and
transfers from abroad by such organizatiors as
UNRWA and governments.

-- The econcmies of beth areas are very closely
tied to Israsl. The combined areas recsiv:
91 percent of their imports from Israel and
"send 1t 65 percent of thelr exports. Only 2
percent of 1imports come from Jordan and 27 per-
cent of exports are sent there, including thcse
which are *transshipped to other areas (such as
Gaza citrus to Iran)

-- Eighty-three percent of total imports and 69
percent of exports are Industrial goods. The
industrial exports are mainly products which
are manufactured under sub-contract to Israeli
firms' and destined for the food, textile and
building material sectors.

-~ Gaza's expopts other than to Israel are mainly
cltrus and the West Bank's agricultural exports
to Jordan mostly olive oil and semana, a pro-
duct similar to butter oil.

The Monetary Situation, Finance., and Savings and

Investment

~ There 1s no conscious monetary policy 1n the occupied
~territories. Approximately 90 percent of the means
of exchanges 1s curreficy in circulation. In the

West Bank both Israell currency and the Jordanian

. dinar are legal tender. In Gaza only the Israeli
pound 1s legal tender but residents have free access
to foreign currency and gold. The Arab population
in both areas chooses to keep only minimum balances
in Israell pounds - in part because of the rapid
depreciation of the pound and partially because of
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political factors. Substantial savings are x2pt in
Jordan and elsewhere.- A large but unquantifled

perticn 1s held in cash or specie by individeals

who use these assets to surplsment ccnsumpticn when
income drops temporarily and as emergency res-rves.
The high liquidity preference stems from a ccmbina-
tion of politiczal uncertainty and cultural factors.

Only Israell banks operate in Gaza and the We:<:
Bank. Their role in the economy 1s quite limized -
thelr credit and deposit faciliti=s being usez pri-
marily by Israells. There 1s, hcocwever, an extansive
network of West Bank money changers which performs
a variety of semi-banking facilities such as trans-
ferring balandes between local residents and oversezas.
Thus, the money supply can expand and contract signi-
ficantly without any apparent reasons. The GCI has
chosen not to impose restricticns on this practice,
althcugh it 1is exploring the possibility of allowing
Arab banks to operate in the occupied areas.

< .
Under these conditions, the relative large savings
by West Bankers and Gazans are ncot transformed into
productive investment in the occupled areas. The
result 1s a lower level of economic activity than
would be otherwlse possible. Most observers agree
that conslderable time and favorable investment
conditions would be needed before these deeply
ingrained habits will change. In the meanwhile,
most of the risk capital for productive enterprises
will have to come from external sources. :

GOI data show that the inflation rate in the occupied
" territories closely follows that of the Israell eco-
nomy. This is not sutprising considering the close
integration of the three areas. It is, however,
misleading so far as the West Bank is concerned.
All GOI price data is in pounds. Actual transactions
in the West Bank are frequently in Jordanian dinars.
Dinar prices have risen quite slowly in recent years.
Therefore, the perceived inflation rate for West
Bankers 1s much less than the data suggest. In
Gaza, the data are nearer the real case.
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The Infrastructure

During the years immediately following 1967, the GOI
devoted scme of 1ts own resources o improviag West
Bank and Gaza infrastructure in transpertation, ccm-
munications, electricity and municipal water supplies.
In recent years, these net transfers have disappreared
and such projects have been flnanced with local funds.
The tax structures in the occuried territories have
been left more or less in their pre-19€7 forms. While
the services in the territories are still less devel-
oped than 1in Israel, they have shown steady imprcve-
ment 1n a number of areas. Roads are generally gccd
and fully integrated into the Israeli network. Muni-
cipal water systems are frequently 1inadequate during
the dry season, but are getting better. Electricity
has been extended to many new areas by local coopera-
tive efforts and some West Bank towns have been con-
nected to the Israelil grid as has all of Gaza. The
telephone systems are antiquated and entirely 1inade-
quate, however. There are no railroads nor airlines.
s

The absence of any modern port facllitles 1n the occu-
pled territories has given rise to speculation about
possible arrangements should peace be achleved. Four
possibilities exlst: use of Israell ports; use of
Agaba; construction of a port in Gaza; and scme com-
bination of the above. In purely economic terms, use
of Israelil ports 1is preferable. Haifa can easily
handle cargos destined for the northern porticn of

the West Bank, and Ashdod could serve Gaza and the
southern West Bank area. Transportation from Agaba
to the occupied territories is quite expensive. Con-
struction of a port in Gaza would alsc require signi-
ficant capital expenditures. Therefore, the creation
of an alternative to Israeli ports would have to be
Justified mainly on political grounds.

Palestinlan Arabs are proud of their reputatiocn as

being the best educated Arab elements in the region.
In general, schools have been left under local auto-
nomy by the GOI with the Jordanian curriculum still
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.in use 1n the West Bank and the Egyptian system

in Gaza. Existing higher education facilities
have been expanded in the West Bank in recent years
and a new college established in Nablus. There is
no college or university in Gaza. Student¥ from
both areas who want to pursue specialized training
must go abroad to do so - a serious impediment to
all but a privileged few. As indicated by the
large number of educated Palestinians working in
Jordan and the Arab oil states and the continuing
demand for new graduates, the West Bank and Gaza
still enjoy their ccmparative advantage in human
capital. That this asset 1s exported instead of
being used locally has economic as well as social
costs, howevexzn. ‘

MicroeconomicfSituation

A.

Agriculture

Agrlculture 1s the economic mainstay of both the
West Bank and Gaza. In the West Bank, 35 percent
of employment and 38 percent of the GNP was gene-
rated in the agricultural sector in the 1974-75
periocd. The comparable numbers in Gaza were 26 -
percent of employment and 28 percent of the GNP.
Approximately another 20 percent of the economy

in each area provides services to the agricultural
Sector. It 1s necessary to do these calculations
on an average year basis because, particularly in
the West Bank, agricultural activity has wide varia-
tlons, depending on rainfall. It should be noted
that ‘agriculture also provides much of the basis

.fqr such industry as exists in both areas..

- There arelslight1§ over 2.2 million dunams® of land

.-eultivated in the West Bank and Gaza. Two million
+ of those are in the West Bank, but only 80 to 90

*4¥ﬁ?60ne dunam equéls ébbroximétéi
tenth of a hectare. I 1

- A . A s o .;:‘”
v €

y one-fourth acre or one- **
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thousand dunams of that are irrigated. 1In Gaza
about 95,000 dunams are irrigated - nearly half
the total cultivated land in the Strip. This
disparity in the use of irrigation reflects the
almost totally different kinds of agriculture
pursued in the two areas. g

In the West Bank a large part of the cultlvated
area 1is planted on the terraced hillsides and in
the valleys. In the area between Ramallah and

the northern border of the West Bank an estimated
600,000 dunams are planted in olive trees alone.

In the south, the grape 1is king. Because almost

95 percent of the area 1is dry farmed, ylelds vary
widely from ofie year to the next depending on rain-
fall. Most of the 80,000 to 90,000 dunams of irri-
gated land use the inefficient flocd irrigation
system with wells as their water source. With the
exception of a small area around Jericho, almost
the entire irrigated area is in the northern val-

leys and western slopes. The estimated annual

water use for agriculture is 70 million cuble
meters in the West Bank area.

The West 'Bank produces wheat, potatoes, a large
varlety of vegetables, citrus, livestock, poultry,
fats and olls, and animal feed. It is a net impor-

-ter of all of these food items with the exception

of vegetables and fats and olls (olive o0il). Fruit

- and olives usually account for -about one-third of

the value of agricultural output but can rise to

“.. 50 percent in an excepticnal year when the biennial
‘olive cycle coincides with good weather. x

Livestock and their products contribute slightly

over 25 percent of the value of total agricultural

v production. Livestock in the West Bank, primarily
- sheep and goats, numbered approximately 500,000
-~ thousand head in 1975. There are also cattle,
~donkeys, horses and a few camels. Sheep produce
- 45 percent of the total meat output. Because of
“7*"™ the destructive grazing characteristics of the

v
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goats, a consclous effort by the West Bank military
government has been made in the last few years to
reduce the number on the land. Another program

has been adopted which encourages farmers to fatten
lambs to a heavier marketing weight than hag pre-
viously been their custom, with the 1dea that the
total meat deficit, which amounts to approximately
2,700 tons annually, can be closed. This would also
raise the return per animal to growers.

Most West Bank farms are small. Approximately 65
percent of all farms have between 10 and 40 dunars.
On the other hand, 10 percent of all farms cultivated
have 100 dunams or more. .Because of the large sizes
of these farms, they include half the cultivated land
\ in the West Bank. They are frequently owned by absen-
. tee landlords and are worked by sharecropping arrange-
ments. Titles to these large tracts are usually clear
as contrasted to the sltuation in the smaller holdings.
Because sharecroppers'tenancy is of very unsure dura-
tion, there 1s little incentive for them to make im-
provements in the land they work. :

Another problem 1s the Arab practice of splitting
landholdings €qually among male heirs. This means
that many plots now must be farmed cooperatively
" 1f they are to support even one family. -
Since 1967 there has been what Israelis like to call
an agricultural revolution in the West Bank area.
. - According to the Central Bureau of Statistics, real
- . growth 1in agricultural output between 1967 and 1974
.7 was at an average rate of 16 percent annually. The
. overall real increase during the period was 260 per-
- cent. Without getting into the question of motives
..or the detalls of what has actually occurred, the
output per farm worker and the general level of pros-
“perity in the rural sector in the West Bank 1s obvi-
- ously much improved over the situation some years
- ago. Agriculture has become increasingly mechanized,
" and the use of inputs such as fertilizer, herbicides
RO ""é'ﬁ B e o -a:.k.w'....: »‘i’;.,,..,.:x xzx.m{ﬁ{; ;i AR ;:,rw:-:-» AR B i s
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and improved seeds 1s growing rapidly. The use of
plastlc covers for winter crcps is increasingly
visable in the West Bank area. There are currently
some 7,500 dunams on West Bank farms devoted.to this
activity. Malnly they produce winter vegetables,
some for local consumption and some for excort.

Thls plastic cover farming is mainly In the western
slope area and the lowlands on the edges of the
Plain of Sharon.

One effect of the changes 1n agrfculture has been to
free labor from the land and make 1t available for
other uses. Many of those working in Israel come
from farms and have elther been forced off the lard
by the new mefhods or have chosen to work their plcts
only part-time. -

There 1s some room for future advances in West Bank
agriculture, but not a great deal. Most good land

1s already under cultivation. With improved tech-
nology, output from thils area can be 1increased and
some marginal land brought under cultivation. Water
is the second important limiting factor, and here
West Bank aspirations conflict directly with Israeli
interests. Much more efficient use can be made of

" the water resources by the use of better i1rrigation

methods and by capturing and storing surface water.

-However, the West Bank and adjacent Israeli territory

share the same aquifer layer. Water taken by one

- area 1s at the expense of water avallability 1in the
- -~ other., The Israelis oppose the "tilting of the water
.. table" toward the West Bank and have therefore put

strict limits on water which can be pumped there for

-- irrlgation. West Bankers believe that the Israeli

-.authorfties have also” been uncooperative in promot-

+- ~ ing better surface water use in the highlands. . ~.0 7
v.Israell authorities reportedly want to see adequate

runoff into the Jordan Valley to recharge the water

;- table used there to irrigate the Israelil agricultural

settlements strung along the Jordan. In addition
phe Arabs charge that t
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settlements, which now total 40,000 dunams of irri-
gated land, are taking over most of the hitherto
unused land suitable for cultivation in the West
Bank as well as adjacent Arab land already being
farmed. They are the focus of strong West Bank
resentment. @ - :

Even 1f most of the above problems can be solved,
the absolute and relative numbers of people who can
be usefully employed 1in agriculture will probably
continue to shrink in the years ahead. Thus,
agriculture will remain very important to the
West Bank economy but cannot be relied upon as
a major engine of employment growth.
. ¢ ’ H
Vo Agriculture in the Gaza Strip 1s much less diverse
' "~ but no less important to the economy than it 1is in
the West Bank. As previously mentioned, of the
370,000 dunams in the Gaza land area, approximately
210,000 dunams'are under cultivation, of which nearly
half are irrigated. Slightly over 70,000 dunams of
the 1rrigated land are in citrus production and the
remainder in vegetables. Of total agriculture, 60
percent 1s calculated to be in annual crops and 40
percent in perennlal crops. The latter category
- 1s mainly citrus fruits. Production from the citrus
- orchards account for about one-half of Gaza's total
agricultural output. There are approximately 19,000
~ farms in Gaza. Roughly.half of these are employed -
., hired labor and the other half are family operated.

W g %

in

;w§¥»ﬁ3?’;_;g;j s+~ The agricultural "revolution” has also been felt
< ELT w4 UV Gaza. In the period 1968 to 1974, Israeli calcula-
TR g .- tions are that agricultural output has grown 1.8 =
L ~times in real terms. « This is slightly below the

iachievement of the West Bank but impressive by any

T MEASUre. "B SRR raea il fu T e TRt
R - e T "“J&‘E“f EIRAN. R i w WA ST
. Gaza 1s presently near the limit of its agricultural
. output using present production techniques. The main
v,_;limiting factor 1s water. Until fairly recently Gaza
=% eltrus and vegetable farmers were allowed to sink -
<. ~wells almost without restrictions. he water from
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+ - Arabs* and Israelis agtee
t.” the sharp increase in farm income and production in

- agriculture is the availability of a highly compe-
*.» tent and well motivated extension service. Most of
- the extension agents are native West Bankers or ..
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the wells was used in canals and ditches for flcod
irrigatlion, a method which is far less efficient
than the sprinkler and drip systems used in Israel.
A polnt has now been reached where 25 million cublc
meters of water 1s being pumped out of the"Gaza
water table than 1is put into it each year. The
result has been salt water encroachment from the
Sea, particularly in the southern end of the Strip.
Unless arrested by effective water management, the’
salt water encroachment eventually will destroy a
large part of Gaza agriculture, and with it Gaza's
prosperity. Israell authorities are now taking
some unpopular measures to cut back on water usage
and allow the water table to build up again. Gauges
have been put ‘on pumps to limit consumption and a
grant/locan incentive program has been started to
encourage. conversion to drip or sprinkler systems.
However, even more active measures, such as the
recharging of wells, may be required to push the
salt water back toward the sea. Meanwhile, damage
is increasingly visable in the yellowish citrus
follage which can be seen in the affected areas.

" In the 3hort and medium term, the best hope for the

expansion of Gaza agriculture is in the newly devel-

- oped "mawan" method of farming. In the coastal areas
bulldozers have scraped away the sand dunes to create
4,000 dunams of truck gardens sitting jJust on top

of the water table. With the application of ferti-

. lizer, bumper crops of vegetables and strawberries

. are produced without irrigation. Since the water

. *»~~ table used 1s separate from that supplying the irri-
... gation wells, there 1s no trade-off in water terms.

&
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Gazans, but the selec%ive use of nigh 3ualics
Israeli experts 1n teacning and sugervisory cosi-
tlions has also been helpful. In the yezars.shertly
after the 1967 war, the GCI, as a mat4=2r of pellicy,
made easy credit avallable to Arat farmers as a
means of providing an incentive to surchase tractcors
and other modern farm implement:z. Notwithstinding
the above, everyone agrees that the malin factcocr in
the "revclutilon" i3 the fzrmer himsel?, whe Ra:s
proven to be adagtatbtle, hari-wecrking and int=2lll:sn-
Scme West Bankers claim that the progress whizh =i
been made in agriculture has teen dezpic2 rzthar
than because ¢f Isrzell help They complain =7
Israell restrictions on wazer use which :hey Tellava
favor Israelil interests. They claim that the Isrzsl:
agricultural pOliCJ is essentizlly colconial in na-
ture -- the farmer 1s alrizhft so long as he procducss
in contract to, the specificaticns of an Israell firm.
Even though restrictions on the movement of farm zr:o-
ducts from the occugied t=rritories into Israel nzw=s
not been removed, the Arats believe that Israell
dumping of certain products and cther mcre subtle
practices prevent West Bank farmers frcm engzgins
in activities which Israeli interests wish to res=r--
for themselves. One frequently clted example is th=
poultry industry. Since the prcduction of egzs ani

poultry 1is subsidized by the government in Isra=1,
West Bankers claim that' the Israeli producers or th2
government, they are not sure which, freguently dumc
poultry products into the West Bank and depress pri:z=s
below the break even level when West Bank procducers
start to galn a toehold.

In argulng against tHe 1dea that Israell technoclogy
was Iintroduced as a matter of goodwill into the
occupled territories, Arabs often claim that this
process had begun long before the Israell occupatisn
and was essentially indigenous in nature. As prccl,
they polnt to the modern agriculture being pursued

on the East Bank of the Jordan today -- 1ncludi“5 drio
irrigation and plastic cover farming. They reje=z
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the Israell ccnvictizn that Shs demons~ra=tsn atf..-
of extrosure to modarn agricul-ural methods nas haan
CC transrccert the technsizzy Trom Israsl %) =he Weo-
Bank and subseqguently into the Zas= 3ank.
This whole controversy, while sterile and golntlass
in eccnomic terms, is indicative of the huge gan in
percertiors be*wanq “he Isra=211 autheri=izs ani -=»=
Arats In the occcupiad serriscoriss, Isriel! mili- .=
autherities, and indeed ths Tsrzall cuTilz, z2lisvs
that thelir adminissration of the Wess Bark =25 ce=n
MO3TLy Lenevelent and only as desgetl: as s=auriss
factcors dictated. The Arats are lcash Sa z24mis oty
anything goecd nas come fr-m =he cccuraticn, 2ven o
accident. Anyway, they arcue, things wculd hav
better yet 1f there had heen no occuraticn as
industry and Constructisn
It doesn't take long to describe West Z2ank and
industry because there is nct very much of 1=,
there 1s 1s mostly small workshco tyc2 oroductison
In 1572 only five factories in the West Bank ari
Ja a employed more than 100 r=opl2. The numbtar jobalioR
S1l7 1s nct appreciably higher <cday. The =we ~z -~
growth sectors of industrial output have been 2rzz-si
since 19€7: production units which supply ccmpcenents
for Israeli plants on su*—ccnt‘act, and those whi:zxn
process raw materials and agricultural products for
sale 1in the occupied areas and for export. In tha
northern part of the West Bank, industries link=3

to the processing of olives (oil pressing, soa~ man-
facturing) are of major importance. In the sou:th,
bullding stone quarrying and finishing are arcng trne
r*nc¢pal activities., Other important industrial
products are cigarettes, plas*ius, chocolate candy,
pharmaceuticals, shoes and clothing. Most Gaza
indusvry is located in the Erez development at the
border of the Strip with Israel. Theres mainl y

Isr ae’i investors have set ur snal plants. for the
prcduction of components for thei ‘larzer operatizns
n Israel or, in a few cases, for carrying out the

A v
ti"e manufacturing operaticn. Except for the
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citrus and vegetabls gracessing plants, the other
manufacturing operaticns in 3aza ire o the handi-
cralt varisty. In the West Bank and 3aza, Israel:
clothing makers send pi2ces into individual Romes
for sewing and hand firnishing.
As noted elsewhere, manufacturing accounts for 14
percent of the total employment in the occupiad
areas -- 16 percent of employment 1In th2 Wes: Zank
and 12 percent in 3aza. 0On the other hand, indus=ry
produces only 8 percent of 3NP in the Wes=s 2ank ard
9 percent in Gaza, well belsw the cercenctazas o7 lzaborn
forces which 1t emplcys. The obvisus Implizaticn 1z
that the sector is not very effizlant, a2 conclusion
which is bolstered by seelng the actual sparations.

The most rapidly expanding area of manufacturing may
be 1in construction materials. As menticned =2lse-
where, there has been a bullding bcom in the Wes<%
Bank and Gaza in recent years and there is a srowl
demand for a wide range of bullding materials: til
bricks, dressed stones and hundreds of other mincr
censtruction 1tems. These operations can be estab-
lished with relatively low capiltal inputs and ¢cn a
small scale. -

' of
Somewhat like in agriculture, Arats from the occuriad
territorlies claim that the Israelil government inhi-
blts the production of goods in the West Bank which
are competitive with Israell products. For example,
the clalm 1s made that the West Bank has neither a
cement nor fertilizer plant because of Israeli desire
to keep the market for themselves. However, this dce
not seem to be the main constraint on the expansion ¢
manufacturing output in the occupied areas. The main
obstacles that will Have to be overcome are a lack of
risk capital, a shortage of entrepreneurial ability
and an unwillingness by potential investors to make
any kind of long term commitment until political
stabllity has been established and a favorable view
of the future seems possible.

s
£
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Yet, 1t 1s in the area of industrial output that
many West Bankars and. Gazans belileve that the fucure
of thelr economy must lie. They speak with =nthusi-
asm abcut the 1idea of a host of small scale; hizh
technolegy facilities producing electronic ccmponents,
drugs and a series of high quality consumer ard pro-
ducer goods. They see these factories growing behind
an infant industry grotective tariff wall with th=
output Zoing to the Arab states or, Iin scme cases,
expcrted In the world market. Very faw :
the 1dea of being tiled zlcsely In She
sector to the Israeli econcmy. They fe
exploited by what they consider the lar
alist" economy in Israel..

‘u
If the West Bank/Gaza Strip were an economic unicsn
with Israel under a future peace agreement, no dcub:
some Arab investment capital would be withheld out
of distaste for the arrangement. »

The Servlices Sector

o
¥

Putlic and private services constitute 41 percent
GNP in the West Bank and 49 percent in Gaza. The
large proportions are not unusual for less develcr
economies. It includes the entire governmental a
ratus, such as the 16,500 West Bank and Gaza empl
of the Israel military administration in the occu
territories, hospital staffs, schoolteachers, etc
In public and community services the numbers are
probably not excessive and cannot be expected to
decline significantly over time. In the private
services area there is more room for change and
improved efficiency. The retall trade is very unde-
veloped. To own a t¥ny shop seems to be the lifetime
ambition of a large part of the population. It some-
how seems to be linked in peoples' minds to a form

of soclal security. Services activities, frequently
of a marginal nature, are used by refugees as a sup-
plement to the income they receive from other sources.
There 1s another problem of social attitude. White
collar Jobs are traditionally preferred over produc-
tion work, even if the latter pays more. The Chief.
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of Vocational Training in the West Bank recently
sald wilth pride that one of his six scns had opted
to become a skilled craftsman. The other five work
in offices. He thought that was great progress.

On balance the configuration of the services sector
should not be a cause for great economic concern.
As the economy of the occupied territories expands,
the relative share of services in GNP should remain
more or less constant, but the quality and ccmpesi-
icn of services should change. It 1s imper<ant in
terms of economic well-teing that the public services
segment be kept lean and not used as an emrlcyer of
last resort for those who are unable to find office
Jobs elsewhersy. '

Econcmics and the Peace Process

The following conclusions relating to economics and the
peace process flow from the analysis above:

-- Whatever* the nature of the political settlement,
the West Bank and Gaza will need open borders with
Israel, Jordan and the rest of the world for the
foreseeable future to maximize their economic poten-
tlal. ' For goods, people and capital to be able to
flow between Gaza and the West Bank, they must transic
Israel. This implies a customs union and free trade
area of the three. Economic ties with Jordan are
not a substitute for thé Israell connection so far

. as Gaza 1s concerned because of the physical separa-

tion of territory. 1In the absence of a free trade
area and customs union, a no-access road or sealed-
car rallway system would have to be established
through Israeli territory. The borders everywhere
else would have to be tightly controlled to prevent
wholesale smuggling. These arrangements would be o
self-defeating in the economic sense.

" == Large numbers of additional refugees cannot be

absorbed by the economies of the West Bank and
Gaza. Employment in agriculture will expand slowly,
if at all, and industrial employment opportunities

A
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in the years ahead will be needed for the large number
of young people already in the population profile
atout to enter the labor market. Jobs must-also be
avallable for expanslon of women in the work force

1f a substantlal per capita GNP growth rate 1s to be
achieved. The economy probably could support a
mcdest refugee influx 1f this were accompanied by

a large housing and public services construction
prcgram financed by forefzn ald. The develcopment o
an Industrlal base will depend for years on the im-
portatlion of mcst of the capltal, technology, and en-
reneurial skills. The latter two factors of prodéu
tion do not exist in adequate amounts in the West 3
and Gaza and local capltal will not be forthecoming
large amountseuntil political stabllity and econcmic
success 1in the areas are well proven.

Disposition of much of the industrial output for

the medlum term will require the conscious decisicn

of the 1importing states, except perhaps Israel and
Jordan, ‘to accept these goods for non-economic rea-
sons. An element of subsidy wlll be involved. Any
attempt to protect West Bank-Gaza infant Industry

rom Israell competition will almost certainly lead

to progressive raising of trade barriers by both sides
with terribly wasteful economic results. The Gaza-
West Bank economic model could be similar to that
followed by Hong Kong and Singapore: ‘the best pro-
spects for a small econemy with few internal rescurces
is to specilalize in labor-intensive industrial opera-
tions in conjunction with more advanced econcmies.

Tourism could become a major indﬁstry for both areas.
In the West Bank, the future political status of
JerusalemAwill be Impeortant to tourism development.

Any peace agreement must providé for an équitable
distribution of water supplies among Israel, Gaza,

- the West Bank and Jordan.

The Israell residential and industrial settlements
in the occupiled territories could continue to exist
there for the economic benefits of both Arabs and

LIMITED OFFICIAL USE
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The same pécbably is not true of the
cultural settlements aleng the Jordan River,
Israsli use of very limited surplies »f water= a
good land weculd be at the expense of the Arabs

Table 9 for population and land area data on ru

settlements in occupled territory).
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TABLE 1 3
Basic Econcmic Data on West Bank and Gacza
(1575 Unless Otherwise Incicated)
Gaza and
Total Areas West Bank **Northern Sinai
1. Average Population .- 1,106,800 680,500 426,400
2. Werking Age Population 591,800 366,800 225,000
3. Employed in the Areas 141,700 ‘92,000 46,738
b, Employed in Israel 66,3C0 4o,L00 2,127
5. Total Employed e 204,900 132,400 72,£00
6. Uﬁemployment Rate . 0.9% 1.1% 0.€%
7. Rate of Natural 3.14% 2.92% 3.50%
Population Increase ,
8. Rate of PopulatiqQn Growth 1.7% 0.9% 3.1%
9. GNP (millions of dollars) 723 500 223
GNP per Capita (dollars)”’ 650 790 520
Exports (millions of : 305 181 123
dollars)
Imports (millions of ko9 C 231 , 177
dollars) ‘
Import Surplus : 104 50 54
(millions of dollars) . :
Total,Resoufces e :'?{fﬁ: 828 : 560 " 2€8
e (millions of dollars) - ‘
s 15. Annual GNP Growth - - 14% - 1sz 14%
e (1967-75) ‘ o
"16. Annual Average GDP  10% T T T B .

Growth (1968-75)



TABLE 2
Land and Its Uses '
(in dunams)l
Cccupled _ .
Areas West Bark Gnaza
Land Area | 6,370,000 6,000,000 370,200
Cultivated 2,210,000 2,000,000 219,230
Irrigated 175,200 20,900 g7, 727
Pozulation Density 443 230 3,000
(ccpulation per " o
square mile)
o4
1l

One dunam equals 1, OOO square meters, eguals approximately 1/4 acre,
ecuals 1/10 hectare. :
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TABLE 3
Employment of West Bank and Gaza Labor in the
Occuried irezs and Zsrael
(in percentages in 13975)
Total West Gaza
Agriculture 32 35 26
Industry 14 16 13
Construction 7 7 4
Public & Community 18 17 13
Services v
Trade, 'Transport .29 24 38

and Services

i



TABLE 4

GNP by Sector, 1974-75 Average

(in percentages)

Agriculture

Industry

Construction

Public and Community Services

Commerce, Transport and
Other Services

Total Domestic Product
Domestic Product

Factor Income from
Atrcad (net)

GNP

West Bank

38
8
13
<13
28

Tel Aviv A-=C

34

- Total
Occupled
Areas

75

)
o
o
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TABLE 5
4
Gross National Product at Factor Cost, by Econcmic Sector, 1%f7-7=
(3 million, at 1G75

prices)

Percent average annual chanca

: 1968-09 19c5-69 1G72-73
Average to to to
1900-c9  1972-73 1974=75 1974-75 1972-73 197:-75
Judea and Samaria
Agriculture 78 113 143 11 10 13
Industry 17 -, 36 " 32 10 11 S
Construction 9, 31 49 32 35 27
Public and community 35 4s 4g 6 7 4
services
Commerce, transport, °* 64 102 110 9 12 b
other servicesd .
Gross domestic product 203 317 383 11 12 10
) o R - - -
Factor income from 21 103 116 32 L8 6
Abroad
Less: Factor pay- 4 y - 4 - - -
ments abroad Y
" GNP (at factor cost) 220 46 ugs5 pL} 17 9

a)

1Y

-

Table 5 continued on next page.

Includes errors and omissions
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TAGI= = - contlinued 3€
Percent average anual zharnca
1963-cS 16cc-c9 167z-7%

Averaze to to to
1665-c§  1972-73 1974-74 1974=7% 197293  1974~7F
Gaza Strip
Agriculture - 21 36 L0 12 15 7
Irdustry 3 9 12 23 27 1=
Constricticn 5 18 23 30 b1 11
Public and community 21 32 "33 8 11 1
servipes
Cormerce, transport, b5 u6 U5 - - -
other services@
Gross domestlc product 95 pLY 153 8 11 _4
Factor income from . 4 51 67 60 89 1L
abrcad
Less factor pay- ' 2 r 2 2 - - -
ments abroad
GNP (at factor cost) 97 190 218 14 18 7
Total Occupied Areas
Gross domestic product 298 458 536 10 - 11 8
606 14 17 8

Gross national product | 317

=

-

a)Includes errors ard omlssions

'y

n3



TABLE 6§

Resourzes and Uses in the ‘Occupried Areas

1972-75

(in millicns of dollars at 1974 prives)

Pr-vate censurpticon
Public consurption
a
Gress investment
Total domestic uses
b
Irports
c
Excorts
"~ Import surplus

Gross national product
(at market prices)

Total resources

a) Gross investment includes changes in olive oil st

West _ank Gaza Striz

Percent Percant

Quantitative @anticani

_Change Crar=2

1972 1974 1975 1578 1375 1973 1974 1875 13- o
374 Los 426 8 5 165 180 166 g 3
48 49 ' 48 2 -1 21 27 16 - =3
59w 120 86 103 -28 43 44 46 2 5
481 574 560 19 -2 235 251 268 7 7
256 275 315 7 15 150 170 208 1t 22
191 '230. 255 20 11 121 137 163 13 12
65 45 60 -31 33 29 33 45 1u 3¢
416 529 500 27 -6 206 218 223 6 2
481 574 560 _19 -2 235 251 268 7 7

O

of IL 125 million in 1974 and a decline of IL 80 million in 1975 (at 197“

prices).
b)

the occupied areas).

c)

Imports include import taxes and factoﬂ'payments abroad (Israelis working in

ocks in the West Bank a rise

Exports include Indirect tax rebates to exporters and factor income from abread.
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TABLE 7 ,
Balance of Payments of the Occupied Territories, 19753
(mlllions of US dollars)l »
Occupled Areas West Bank Gaza
Import (goods) S log 231 ' 177
Exgorts . 305 181 123
Gocds 194 111 83
Services (net) . 111 : 70 40
Transportation K ;5 »-3 =2
insurance - " -4 -3 -1
Travel Abroad , -11 -11 0
Investment Incoﬁg ' 1 1 0
Government 7 -4 -2 =2
Labor R °} 180 11T : 63
Other P ' - -U6 o=l =30 -16
',qulateral Transfers (net)f 16 . '; a:_’”~2_ >’_ 14
‘féfivate Transfers (net ’;l;,;~': 32 A_ . ;;:ifi 16 - v,y 16
Israell Government‘iETﬁiJ": 16 Y . “'-1qu‘ | -2
Total Net Capital 0wy T 38
Movements : . T S T
- e z PRSRE . LR SR . ;, S Fkis Rt ; B
.Not all rows and colﬁmﬁsVﬁdd be§éuse of roundiﬁéa : 

o B < -
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TABLE 8

Oricin and Composition of Trade of the Occupied Aﬁéas

(in percgntéges)l

Combined Areas West Bank Gaza
Exports to Jordan : 27 33 20
Exports to Israel 65 6lU g4
Exports to ROW? 8 1 16
Imports from Jordan 2 . 2 0
Imports from Israel v 91 B 89 5
Import; from ROW2 ; 7 | 9 95
Agricultural Exports 31 20 4s
Industrial Exports . ' 69 80 55
Agricultural Imports - 17 17 : 15
Industrial Imports | 2 83 | 83 85
o S " .
L R
4.;Percentages are fb;;déauaﬁd‘dd»;oéralﬁays add_fofioo.r;: 
2Rest of the world, < e Tran
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TABLE 9 40

Populaticn and T.and Areas of Israell Rural
Sett.ements in Gocupied Territories (.G77)

T
' re3

Set-lement People Land Area in Dunams
(irrigated)

Golan 3,388 32,£00 (26,800)
Jofdan Valley 1,472 19,020 (15,4€0)
Etzion Bloc, Ayalon Valley 2,096 , 3,300 ( 3,100)
and West Bank Ridge '

Sinal and Rafah Approach;s 1,934 5,480 ( 4,500)
Total ‘ 8,890 60,400 (49,8€0)
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