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Palestine Economic Policy Research Institute (MAS) was founded in 1994 as an

independent, non-profit institution to address the socio-economic policy making process
through appropriate and relevant applied economic and social policy research.

MA
*

S MISSIONS:

Bridging the gap between research output and the policy and decision-making process
through applied soci-economic research to assist in the formulation of rational policies
and appropriate legislation.

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

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

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

Disseminating information and enhancing public awareness, transparency, advocacy,
and accountability.

Strengthening socio-economic policy research capacity and institution building in
Palestine.

Sponsoring and training young Palestinians in socio-economic applied research by
including them in MAS research teams.

Attracting expatriate Palestinian, Arab and international economists, social scientists,
and experts to contribute to and review MAS research.

Promoting links with local, regional and international policy research institutes and
academic institutions in economic and social fields.
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Publication Standards at the
Palestine Economic 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:

1. 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.

2. 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.

3. The internal scientific committee supervises the work of the
researcher or team of researchers through periodic progress reports.

4.  The initial draft of the study is reviewed by the scientific committee
for objective content-related amendments to be added to the second
draft.

5. 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.

6. 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.

7. 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.

8. 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.



9.

The author is not permitted to reproduce, in whole or in substantial
part, from the research published by MAS without the express
written permission of the Director of the Institute.
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Summary

The Palestinian industrial sector has been weakened and distorted during
the period of Israeli occupation of the West Bank and Gaza Strip following
the 1967 war as a result of the Israeli policies and measurements that
aimed to dominate the Palestinian territories, resources and economy for
the benefit of the Israeli economy. Since the beginning of the transitional
period following the Oslo agreements in 1993, the Palestinian National
Authority has taken noticeable efforts with the assistance of the donor
community in institutional building, development of the Palestinian
economy, the implementation of infra structure projects, unification of the
legal framework between the West Bank and Gaza Strip, the enactment of
legislations that are capable of managing the economy and improving the
investment environment in the Palestinian areas. Nevertheless, the Israeli
policies and measurements have been impeding any real progress and
development in the main constituents of the Palestinian economy,
particularly the industry.

Since the outbreak of Al-Agsa Intifada on 28 September 2000, Israel has
intensified its siege and closure policies against the Palestinian territories
segregating cities and villages and imposing strict restrictions on the
mobility of persons and goods. The borders were closed for prolonged
periods. The Israeli aggression inflicted severe damage on public and
private possessions. By the end of March 2002, the Israeli army
reoccupied Palestinian areas imposing prolonged periods of curfew and
carrying out collective punishment measurements against the population
such as targeted assassinations and detaining large numbers of youths.
Agricultural lands were confiscated or bulldozed, industrial firms have
been destroyed and the whole economic infrastructure has been severely
affected particularly the industrial sector.

In addition to the deterioration in the infrastructure and investment
environment, the demand on Palestinian products dropped as a result of the
decline in the Palestinian purchase power due to the loss of jobs, the sharp
rise in unemployment, drop in public expenditures, dispersion of the
Palestinian market by siege and closure policies, closure of border points
and Israeli measurements that hampers the flow and exportation of
Palestinian merchandize.



The Israeli policies have also interrupted the production cycle by imposing
strict restriction on the mobility of persons and goods, preventing workers
from getting to their places of work and raw materials and production
supplies from reaching Palestinian industrial firms. This has resulted in
increased transportation costs, decreased production and eventually a raise
of production costs in general. The close down of industrial zones brought
some firms to a halt which incurred deterioration in production levels,
decline in profits and resulted in the dismissal of part of its labor force.

Despite the many obstacles that deprived the Palestinian industrial sector
from playing an effective role during the Israeli occupation period and the
transitional period, and in spite of the great losses resulting from the Israeli
aggression during the period of Al-Agsa Intifada since 28 September,
2000, many economists still believe that the Palestinian industrial sector is
capable of playing a significant principal role in combating the Israeli
siege and closure policies in the short run. It is also entitled to play a
leading role in the Palestinian comprehensive economic development in
the long run.

Other countries’ experiences especially the newly industrialized South
East Asian countries show that the formulation and adoption of appropriate
industrial strategies that enhance the competitive capacity of this vital
sector bring high growth rates and eventually comprehensive economic
development.

The first step for Palestinian industry is to formulate a clear strategy that
takes into consideration the political environment, the natural and human
available constituents for industry. On the short run and while the Israeli
occupation persists, the land, water, resources and capital as constituencies
of the Palestinian economy are dominated by Israel. A part of the
Palestinian human resources would tend to immigrate as a result of the dire
economic conditions. On the other hand, the investment environment has
been negatively affected with the incessant Israeli aggression and
confrontations in the West Bank and Gaza Strip, the matter that will affect
industrial production for years to come.

The Israeli conduct reveals the Israeli intentions for dominating the
Palestinian territories and damaging the Palestinian economy the matter
that aggravates the living conditions of the Palestinian population and
facilitates their immigration allowing for further Israeli confiscation of
their lands. To confront this, the Palestinian industrial strategy must
enhance the Palestinian capacity for endurance and resistance by



strengthening Palestinian self-capabilities. This strategy must be based on
promising enterprises with high labor capacity integrating the agricultural
and industrial production to substitute and decrease the dependency on
imported products from or through Israel. This strategy is expected to
encourage the establishment of small enterprises and develop some
industrial sectors that possess competitive advantage for the long run. One
of the main objectives is to expand the labor capacity of the Palestinian
economy and reintegrate it with the Arab Countries. This will reduce the
Israeli domination over the Palestinian economy and lay the grounds for
independence stage.

On the medium term, after the final status agreement and establishment of
a sovereign independent Palestinian state that has full control over its
borders and resources, the main objective would be the rehabilitation of
the Palestinian economy in general and the gradual preparation for
industrial liberalization and regional and international integration.
Therefore, the industrial strategy at this stage entails a rapid alleviation of
the Israeli occupation effects, the establishment of a new economic
network and temporary protection measures for emerging industries.

On the long run, the main objective would be the achievement of a
comprehensive development through the implementation of a strategy that
takes into consideration the determinants of the Palestinian economy
particularly in respect to the limited resources and the small market as well
as the opportunities such as skilled and efficient human resources, the
central geographic position, historical and religious significant sites.
Obviously, the industrial strategy must be externally oriented and
dependent on skilled labor and advanced technology such as the software
industries, electronics and information technology. In this period, the
Palestinian economy may attract expatriate Palestinian capital including
human capital to contribute to the building of a strong and developed
industry.






