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Research Institute (MAS) was founded in 1994 as an

n to address the socio-economic policy making process

hpplied economic and social policy research.
MAS MISSIONS:

Identifying developmental challenges and priorities and enhancing applied research.
Promoting participation of civil society institutions in socio-economic policy
formulation and decision-making.

Providing technical support to PNA bodies to enable them to function more
effectively.

Broadening public debate on socio-economic issues and ensuring oversight of
government performance.

Disseminating information and enhancing transparency.

Strengthening economic policy research capacity in Palestine.
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tion Standards at the
¢ Policy Research Institute-MAS

The Palestine Economic Policy Research Institute —-MAS- engages in the
publication of applied research papers and studies related to the Institute’s
program in the area of economics and social science and conducted by full
or part time researchers.

The Institute abides by the following standards and procedures to ensure
the high quality of its research publications:

L.

The approved research project should be conducted or supervised by
a specialist senior researcher. The research must not have been
published previously or submitted for publication elsewhere.

The terms of reference of the study are approved by an internal
MAS scientific committee (consisting of senior researchers) to
ensure accurate goals, appropriate use of scientific methodology and
procedures and the timetable for completion.

The internal scientific committee supervises the work of the
researcher or team of researchers through periodic progress reports.
The initial draft of the study is reviewed by the scientific committee
for objective content-related amendments to be added to the second
draft.

The second draft is then submitted for evaluation in accordance with
the terms of reference to two or three external academic experts
specializing in the subject. Provided that there is a positive
evaluation by at least two experts, the researcher is asked to review
the study taking into consideration the objective recommendations
of these experts.

The study is presented for discussion at a public workshop attended
by academics, researchers, and representatives from public and
private sector institutions related to the subject of the research.
Comments and feedback from the workshop are incorporated into
the study and the final draft is reviewed by the scientific committee
to ensure that the necessary amendments have been made. The study
is then edited.

Research papers written in English are translated into Arabic and
published in both languages. An executive summary in English is
attached to research papers written in Arabic.
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Abstract

The study reviews and analyzes previous Israeli closures of the Palestinian
Territories and highlights the differences between these and the present
siege, in effect since September 28", 2000. The current siege has been
more comprehensive, long lasting, and stringently imposed and thus has
had deeper and more widespread effects. Israeli actions against
Palestinians have been particularly severe and violent during this siege and
have been out of proportion to the level of Palestinian protest. The Israeli
government appears determined to inflict the maximum damage on
Palestinians in accordance with a plan to impose Israeli terms of ‘final
stage’ issues on them.

This study reviews reports estimating the effects of the Israeli siege on the
Palestinian economy. There are four types of report: official, semi-official,
private, and international. These various reports have exaggerated the
economic effects of the Israeli siege for different reasons. Official reports
aimed to describe Israeli aggression and the destruction caused by Israeli
attacks on Palestinians in the context of seeking international donations
and assistance for the Palestinian people. Another cause of high
estimations in official reports was the misuse of assumptions and the lack
of a theoretical frame. Reports by the PCBS (semi-official) and the
UNSCO (United Nations office) also include exaggeration by respondents
to field surveys in addition to some overestimation resulting from
assumptions.

This study estimates the effects on Palestinian Gross Domestic Product
(GDP) over the period 28/9/2000 — 30/6/2001 based on the expenditure
approach. It estimates the effects on household consumption, private
investment, government expenditures, and net exports. The study relies on
the latest available data from the PCBS, which has been conducting
surveys for various purposes, including estimating the economic effects of
the Israeli closure. Further data were provided by the Ministries of
Finance and of Planning and International Cooperation. Economic models
were used to estimate the effects on imports and exports. The methodology
used was to estimate the value of indicators under the assumption of no
siege and then with the effects of siege. The estimates of this study were
much lower than those of other reports and it is believed that they are a
truer reflection of the effects of Israeli siege on the Palestinian economy.
The latest data collected by the PCBS seem to support this claim. Table S1
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Table S1: Estimates of Economic Effects of Israeli Siege of the
Palestinian Territories: Comparison of Different Reports
for the Fourth Quarter of 2000
(Million US §)

Party Producing the Loss in GDP | Loss of Income by Loss in Gross
Report Workers in Israel | National Income
Ministry of Planning 2708 273 2981
Ministry of Finance 3800 NA NA
PECDAR 540 221 761
PCBS —report # 1* 630.6 208.95 839.55
PCBS — report # 2** 544.4 165.2 709.6
UNSCO*** 774 182.9 956.9
This Study (MAS) 275.5 177.5 453

*This report was issued in December 2000 and covered only October and November of that
year. Its estimates were multiplied by 1.5 to account for December 2000.
**This report is at the print shop.

*** This is the second report which covered up to 31/1/2001 and was published in March
2001.

The MAS study also presents a discussion of available estimates of the
effects on some economic sectors and adjusts some estimates for improved
accuracy. Table S2 shows estimates of economic losses on various
indicators.
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mic Losses Inflicted by Israeli Siege
Economy 28/9/2000 — 30/6/2001
Indicator or Sector Estimated Losses Notes

Income of Workers in

Israel

406.7 million $

- West Bank

274.6 million $

- Gaza Strip

132.1 million $

Income of Workers in the
Local Economy

273.2 million $

- West Bank

170.9 million §

- Gaza Strip

102.3 million §

Palestinian Exports

41% in average

Palestinian Imports

38% in average

Household Consumption

13.2% in average

Private Investment

65% in average

Government Expenditures | 10% in average - | Increased compared to
increased third quarter 2000.
Gross Domestic Product 624.8 million $
Gross National Income 1032 million $
Government Revenues 207 million $
Agriculture 103.5 million $ PCBS estimates, not
including capital losses.
Tourism 26.6 million $ for Q4- | Estimates from
2000 Chambers of Commerce
adjusted using PCBS
reports on hotel activity
Industry 186.4 million $ PCBS and Ministry of

Industry estimates

Banking System

4.4 million $ - increased

PCBS estimates /
increased compared to
3" quarter 2000

Transportation and | 31 million $ PCBS estimates
Communication
Services* 66.4 million $ PCBS estimates

* Covers private sector health care and education, hotels and restaurants, rental services,
social services and other personal services.

The estimated macro losses presented above do not include damage to
private and public property and infrastructure, nor the long-term losses that
will continue even after the Israeli closure is lifted. They do not include
the tragic losses of life, the thousands who have become disabled, or the
psychological damage to the entire Palestinian people. The estimates do
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pportunity costs of extra expenditure on
hnd infrastructure that could have been used to

e health system or infrastructure. This extra
expendlture comblned with additional international assistance, contributed
to reduce the short-term effects on national income and other indicators.
However, the effects of the Israeli siege will be felt long after it ceases and
the longer the siege continues, the deeper the long-term repercussions will
be.

It should be emphasized that the Israeli siege has hit some groups of
Palestinians much harder than others, in particular the weak and
vulnerable. These include the less-skilled Palestinians who work in Israel,
the low-skilled who work in the domestic economy, all those involved in
tourism, fishermen in the Gaza Strip, and farmers of export crops. It is also
clear that the Gaza Strip has been hit harder than the West Bank in relative
terms, despite the fact that the West Bank has lost more in income.
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