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Introduction 

In recent years, there has been a marked increase in economic transactions between the West Bank 

Palestinians and those within Israel (also referred to as 1948 Palestinians). We provide a review of the 

forms, scope and importance of these evolving relationships, focusing in particular on commercial 

activities in the major cities in the northern West Bank. Despite the paucity of relevant official data 

and references, our review sheds light on some promising areas that allow for the adoption of actions 

and policies by local and national authorities to facilitate and encourage these economic relations.1. 

 

It is important to recall the extent to which the Palestinian economy is dependent on Israeli decision-

making.  The West Bank, occupied East Jerusalem, the beleaguered Gaza Strip and the Arab 

communities within Israel are dominated by Israeli economic decisions and security policies. This has 
created gaps in economic growth and standards of living between these areas, with the level of growth 

being determined by the legal status that decides the relationship of each area to the Israeli economy 

(Shehadeh and Khalidi, 2014). Nevertheless, the Palestinians have managed to launch community 

initiatives that sought to enhance productive and economic independence, and in the past few decades, 

there have been growing calls for breaking with the Israeli economy. However, such initiatives were 

neither coherent nor adequately built into action plans. The Palestinians have not taken them seriously 
or in a manner that transforms such initiatives into an integrated strategy alternative to heavy 

dependence on Israeli market, mediators and growth trends.  

 

In the long term, planning Palestinian development towards restoring historic economic ties with the 

Palestinian economy in Israel is particularly important for both sides of the relation. For 70 years, the 

Arab communities in Israel have been subject to colonial policies which created structural imbalances 

and placed the Arab population in regions that are underdeveloped compared to the broader Israeli 

economy (Khalidi and Shehadeh, 2017). However, with the living standards of Palestinians in Israel 

being 5-6 times higher than their counterparts in the West Bank and Gaza Strip, these Palestinians 

have sought greater economic autonomy in their relationship with the Jewish state, in which they are 

only theoretically full citizens. As a matter of fact, the collective rights of these Palestinians have been 

denied for three generations. 

 

The development of Palestinian economic relations across the Green Line 

 

The imposed separation along the “Green Line” – which marks the borders in today's relationships 

between Palestinians in the Galilee, Triangle and Naqab and their brethren in the West Bank– did not 

exist before1948. For example, Nablus was a commercial and administrative center for the 

surrounding towns and villages. The city provided an outlet for inland Arab areas, while Haifa was a 

magnet for rural workers and a commercial gateway to the west. In general, economic relations as 

well as commercial, financial and human flows were determined by geography and administrative 
divisions inherited from the Ottoman era and not by the borders drawn by wars, occupation, security 

wall, etc. Despite the removal of obstacles to movement and trade between Palestinians in Israel and 

their brothers in the West Bank and the Gaza Strip after 1967, the relationships remained constrained 

by the repercussions of their forced separation in the wake of the Nakba. 

 

Since the Oslo Accords and the ensuing creation of the Palestinian Authority, economic relationships 
between the Palestinians on both sides of the Green Line have increased in the form of collective 

shopping trips by Palestinians from inside Israel in the West Bank and Gaza Strip as well as religious 

tourism in Jerusalem. However, the second intifada and the separation wall put an end to this first 

phase in which the Palestinians on both sides of the border had begun to interact with each other. This 

was further exacerbated by the blockade placed on Gaza. The past few years have seen the emergence 

of new relationships that have adapted to the conditions of both Palestinian communities and the 

factors of supply and demand in their respective markets. Economic activity flourished and 

                                                           
1  This background paper builds on two sources: 1. A study co-authored by Qusai Satri and the author of this paper (2014). The study 

was later updated for a roundtable discussion; and 2.  A group of articles by the author on the economy of Palestinian Arabs in Israel 

(referred to in this paper). 
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Palestinian shoppers from Israel could be seen making bulk purchases in the northern West Bank 

markets where prices are low with a wide range of varieties. With the growing interest of Palestinians 

from Israel in regional and international tourism in recent years, Ramallah and Bethlehem have joined 

Jericho as destinations favored by those who prefer spending short holidays in an Arab environment.  

 

Given the restrictions on movement, which deny West Bank and Gaza Strip Palestinians entry into 

Israel, most of the economic flows are in one direction. Palestinians from inside Israel buy goods and 

services from the West Bank, including Jerusalem. Ostensibly, the motives behind this growing trade 

seem to be largely linked to cost factors; yet cultural, religious, social and political factors remain a 

solid foundation that drive Palestinians to reestablish their relationships though out the territory of 

historic Palestine whenever possible. The Palestinian consumers from Israel constitute an important 
market for certain areas of the northern West Bank (adjacent to the Galilee and Triangle) and the 

southern West Bank (near the Naqab). Considering the multiplicity of trade channels, which include a 

range of productive and service sectors in the West Bank and Gaza Strip, this market is still under-

tapped, spontaneous and inadequately organized.  

 

Perhaps the hotels, tourism and restaurants sector accounts for the lion's share of demand among 
Palestinian consumers from Israel. Consumption in this sector comes in the form of daily trips, in 

which Palestinians from Israel spend the day shopping, dining in restaurants, resting in coffee shops 

and relaxing in recreation areas. Another category of Palestinian tourists coming from Israel stay in 

West Bank hotels (especially in Ramallah, Jericho and Bethlehem), and usually spend several nights 

during vacations. During their stay, they check out local markets and visit must-see sites. On the other 

hand, West Bankers visit and tour Arab cities in Israel during Muslim and Christian holidays when 

they are able to obtain Israeli permits (which are rarely issued). However, traffic in this direction is 

relatively low and subject to considerable restrictions and often has little impact on businesses or 

markets (except for tourists visiting densely populated cities such as Acre, Nazareth, Haifa and Jaffa). 

 

The expenditures of Palestinians visiting the West Bank is concentrated in the retail sector through 

three channels: 

 

1. Household purchases or bulk purchases of fresh or processed food products, footwear, clothing, 

textiles, leather, furniture and other household items on Saturdays or weekends in the markets of 

Jenin, Nablus, Barta'a, Tulkarm and Qalqiliya, on a weekly or monthly basis. 

2.  Individual and group shopping trips and leisure tours in the high-end markets of Nablus, 

Ramallah and Bethlehem, and lately in Hebron's vibrant markets (despite their distance from most 

Arab communities in northern and central Israel) and in the Jerusalem Old City markets (group 

visits to the holy places in the city).  

3. Wholesale purchases of seasonal agricultural products from the northern West Bank that are later 
sold in retail markets the Galilee and northern areas of Israel.  

 

A report by Khalidi and Sattari (2014) and an unpublished survey (Madar, 2013) show that other 

‘exports’ from the West Bank to Arab markets in Israel include food, furniture, metalworking, stone 

products and locally made marble. These products are marketed mainly through Palestinian dealers in 

Israel. In the service sector, some towns and suburbs along the border between the West Bank and 
Israel have, for years, been providing car repair services to Palestinians from Israel despite the 

security and legal restrictions imposed by the Israeli authorities on access to these services. Given the 

informal nature of these transactions, there are no documented figures of their size, but they are 

generally beneficial to both sides.  

 

There is some evidence of commercial activity in the health services sector as well as Palestinians 

from Israel seek dental treatment (which is not covered by Israeli health and social insurance) in the 

West Bank. Equally important is the demand for university education services, especially for students 

who come from the Galilee to study at the Arab American University in Jenin. Of around 7,000 

students enrolled, the number of Palestinian students from Israel studying at the university has 
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recently increased dramatically, reaching 3,000 by 2014.2 It seems that structural transformations in 

the Israeli economy and employment demand have opened up new opportunities for recruiting 

Palestinian youth into Israel’s technical and administrative services requiring relatively limited service 

skills. An increasing number of them work as nurses, technicians and therapists in Israeli hospitals 

and medical facilities. This specific channel of interaction and integration has gone a long way. The 

President of the Arab American University professed "The Palestinians in the northern West Bank and 

the Palestinians from the Galilee have become one community. The Arab American University has 

become the Arab Galilee University.”  

 

Other forms of interaction between Palestinians are evident in other service sectors, such as financial 

services, legal services and accounting. Some Palestinians from Israel have accounts in Palestinian 
banks in the West Bank for commercial purposes. On the other hand, Palestinian lawyers and 

accountants operating in Israel provide a range of services to clients from the West Bank and 

Jerusalem for personal, business and other transactions in the Israeli market. Many Palestinian 

professionals from Israel work and/or live in Ramallah or other cities, providing legal, advertising, 

media, accounting, trade facilitation and other professional services. They effectively add value to the 

West Bank productive and the service sectors through the organizations they work for. 
 

In the other direction of the relation, many Arab food products manufactured in Israel find their way 

to the shops in the West Bank and Jerusalem markets (such as Tamra yoghurt, Umm al-Fahm Tahina 

Al-Hilal and Nazareth Shukha Rice). In addition, a number of businesses have invested in the West 

Bank since 2010: 3 

 

-  One of the famous pastry manufacturers from Nazareth opened a branch in Ramallah. 

-  A factory for the manufacturing of metal doors in Sakhnin opened two branches in Jenin and 

Ramallah. 

-  An investor from Nazareth built a factory for alcoholic beverages in Bethlehem. 

-  A company for electrical works launched a joint venture with a company operating in the same 

field in Ramallah. 

-  A Tahina and Halawa factory from Umm al-Fahm opened branches in Jenin, Nablus and 

Ramallah. 

-  Luxury clothing stores from the Galilee have created commercial contact points in Ramallah, 

Bethlehem and Nablus. 

-  A gypsum factory in Sakhnin set up a parallel factory in Ramallah. 

 

Some Palestinians in Israel have begun to move into new occupations, such as self-employed 

transport workers (commercial truck drivers and public buses). These have actually added a special 

advantage which enables them to provide transportation services to Palestinian shippers transporting 
goods and to passengers from the West Bank to Israel and its sea and air ports. These workers have 

become an indispensable link in the overall chain of Palestinian-Israeli service trade. In addition, 

tourism operators in the Galilee, in particular, provide some services for the transportation of tourists 

entering the West Bank via Israel. In the real estate sector, some Palestinians from Israel are buying 

apartments or even land in the West Bank, including the new city of Rawabi. Special conditions are in 

place to avoid the transfer of such real estate to Israeli Jews. In particular, it is only after a strict 
security check for each transaction that the PA grants a client a purchase authorization.  

 

In addition to these Palestinian-Palestinian relationships, which are growing in diversity and 

dynamism in the northern and central West Bank, other areas, particularly Bethlehem and Jerusalem, 

are attracting visitors to the holy places. For years, transport companies have been running weekly 

trips with buses that carry visitors from the Triangle and Galilee to Jerusalem to perform prayers in 

the Al-Aqsa Mosque. These visitors spend their day visiting the Old City's markets after Friday 

prayers, making a regular and reliable boost to the life of the Old City of Jerusalem, not to mention 

                                                           
2  An interview with Mofeed Qassoum, Vice President for External Relations, AAUJ, June 2014.  
3  Chamber of Commerce and Industry in Nazareth and its environs http://www.nazareth-chamber.org.il/ 
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their solidarity and closer ties. Palestinian Christians from all over the country visit Bethlehem and 

Old Jerusalem on religious occasions and other holidays, thus helping markets prosper and creating 

economic cooperation that transcends borders and military barriers. Hebron is a magnet for shoppers 

and Arab university students from nearby communities in the Naqab. The city's rich and commercial 

markets offer a wide range of options for consumers. 

 

Estimates of the size of trade and the underlying drivers of consumers 

Official (Israeli or Palestinian) published statistics are not available to estimate the size of these 

transactions. While official Palestinian tourism statistics monitor the percentage of guests in hotels 

according to their nationalities, including Palestinian Israelis, these data give only a partial aggregate 

picture for a single sector. The Palestinian Tourist Police publishes statistics that monitor the number 
of tourist visits in each governorate of the West Bank according to tourist nationality. However, the 

manner in which these data are collected includes the number of tourists from different crossings, and 

entails some double counting of visits from different monitoring centers within the same city. In some 

cities in the West Bank, municipalities or chambers of commerce monitor visitor flows, and 

information is not systematically collected. 

 
Results of an unpublished field survey conducted by the Palestinian Center for Israeli Studies 

(MADAR) in 2013 are the only estimates available of the total value of the expenditures of 

Palestinians from Israel in the West Bank. The survey also identifies the real and assumed constraints 

to the growth in this Palestinian-Palestinian trade. According to the survey, the total value of the 

purchases by Palestinian from Israel in the West Bank is estimated at NIS 1.1 billion in that year 

(approximately USD 310 million). Of the total spending of all Palestinian households from Israel on 

the main commodities in the consumer basket– food, clothing, cleaning materials and cosmetics– 

(which is around NIS 14 billion), spending in the West Bank is estimated by the survey at NIS 900 

million. An estimated additional NIS 40 million is spent on durable consumer goods (furniture and 

electrical appliances), while spending on restaurant meals and hotel/recreation services adds NIS 24 

million and NIS 89 million, respectively, according to the survey estimates.  Of the estimated NIS 160 

million spent on education services, Palestinians from Israel spend NIS 89 million on university 

tuitions and services, the survey results suggest. 

 

While these estimates seem to be conservative, as they cover only the most salient aspects of trade, 

other sources support these figures, including a report by the Israeli authorities which found that 

spending by Palestinians from Israel in the West Bank amounted to NIS 800 million in 2010 (Israeli 

Civil Administration, 2010). The estimate by the MADAR survey of total spending in 2013 is a 

credible indicator of the steady growth in this trade. Accordingly, the trade should be seen as an 

addition to those reported by official statistics. However, this estimate of unrecorded purchases by 

Palestinians from Israel is almost half the value of registered Palestinian exports to Israel. 
 

The survey findings also suggest that 27 percent of all Palestinian households in Israel visited the 

West Bank at least once a month for shopping, with an average expenditure of NIS 813 per family per 

year. This translates into 15 percent of these households’ expenditure on clothing and 5 percent of 

their total expenditure on food. According to the survey, 14 percent of Palestinian households from 

Israel visited the West Bank for tourism and recreation, and each family spent NIS 1,300 on average 
per year. These estimates indicate that the average amount spent by students in West Bank 

universities is at least NIS 3,300 in the academic year. Around 12 percent of all Palestinian 

households in Israel reported that they benefited from car repair services in the West Bank, while 38 

percent said they dined at West Bank restaurants at least once a year. 

 

According to tourism data published by the Palestinian Ministry of Tourism, the number of nights that 

Palestinians from Israel spent in West Bank hotels rose to 105,555 in 2013, compared to 93,177 nights 

in 2012 (Palestinian Authority, 2014). In 2016, the figure rose to 150,000 or 11 percent of total nights 

spent at West Bank hotels. In 2016, around 87,000 Palestinian tourists from Israel (or 19 percent of 

total guests) checked into Palestinian hotels. The Palestinian Tourist Police works out the data 

published by the Palestinian Authority on the total number of ‘internal tourist visits’ through a number 
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of traffic-monitoring points at the entrances of the main cities in the West Bank. These data indicate a 

steady increase in the number of internal tourism trips by Palestinians coming from Israel to the West 

Bank. In 2012, there were 842,908 visits recorded, and in 2013, the number increased to 950,572. 

Obviously, this growing inflow is not merely an economic phenomenon driven by price differentials 

between regions, nor is it simply a passing phase that can be curtailed by a road barrier or a closure 

regime. Rather, it is a natural social and cultural flow and a vacuum that wants to be filled.  

 

Related reports indicate that Jenin gets more shoppers than any other city in the West Bank. Tulkarm 

(which includes Qalqilya and Barta'a, which is divided by the separation wall) comes second.  These 

two cities and Arab communities in the Galilee and the Triangle are almost contiguous. The 

households surveyed reported that distance is the main obstacle to expanding merchandise between 
Palestinian communities on both sides of the border. The survey concluded that the main driver 

behind the consumer trade is the difference in the cost of similar/identical goods on the two sides of 

the Green Line. However, this factor, which stimulates demand, coexists with the Arab consumer 

tastes and socio-cultural attractions which Israel’s commercial centers cannot offer. This finding is 

also supported by the respondents’ evaluation of the treatment they receive from merchants and 

service providers in the West Bank: 40 percent of surveyed households rated treatment as excellent / 
very good and 50 percent considered it as good / reasonable. 

 

Since 2010, Israeli authorities have encouraged these Palestinians to shop in West Bank towns that are 

close to the border as a means of promoting Palestinian economic growth, introducing this as a 

favorable outcome of Israel's economic peace: "Allowing Israeli Arabs to freely enter Palestinian 

cities is a living testimony of how the improved security situation can improve the lives of the 

Palestinian population. The Civil Administration and the security forces view this economic 

improvement as a direct result of the relatively stable security situation" (The Israeli Civil 

Administration, 2010). It appears therefore that the Israeli official authorities do not oppose this 

Palestinian-Palestinian reconnection. On the contrary, they have actually encouraged conditions that 

would allow such relationships to continue and expand without viewing them as a threat to the Israeli 

economic or political control. 

 

The chambers of commerce in the major cities alone have to date played a significant role in building 

and supporting these ties between the Palestinians on both sides of the border. Local authorities and 

businesses naturally have a role to play, and they are needed to deal with existing problematic issues. 

They are expected to provide the necessary parking lots for cars and buses, control predatory pricing, 

facilitate appropriate payment methods (other than cash) and other logistical aspects, as well as to 

address cultural sensitivities that sometimes permeate the social relationship between Palestinians– 

including the use of Hebrew by Palestinian tourists from Israel, which can coveny an impression that 

Palestinians from Israel can afford the same expenses as Israeli Jewish consumers. The occasional 
problematic behavior of some Palestinians from Israel, when visiting West Bank cities, can fuel 

sentiments and polarize public opinion on both sides of the Green Line.4 Meanwhile, some retailers in 

Arab towns in Israel are unhappy seeing a shift in their consumer patterns, with around NIS 1 billion 

spent in the West Bank by potential consumers.  

 

These economic relations still exist beyond the control of most Palestinian policy-making bodies, 
either because they are informal (with no documentation or recording) or due to the political 

difficulties of organizing these relations. There are many reasons why the Palestinian Authority 

should pay more attention to promoting and prioritizing these commercial and investment interests. 

However, neglect of this issue to date should not delay efforts to harmonize policy measures and 

investments at local levels in West Bank cities. Such efforts are critically needed to maintain the 

sustainability and livelihoods of the population in these cities. Chambers of commerce and the private 

sector can play a leading role in proposing and designing policies aimed at protecting consumers and 

                                                           
4  In late October 2014, the mufti of one West Bank cities issued a controversial statement in which he called the local authorities to deny 

Palestinians from Israel entry into the city because of their “inappropriate behavior”. The call was met with stiff political local 

criticism.  
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facilitating trade. Commerce chambers are certainly interested and willing to take action; cooperate in 

the efforts that seek raising public and government awareness; and design policies that can improve 

the output and enhance benefits. These local authorities– with different roles of problem-solving and 

managing municipality-owned spaces that can facilitate the movement of hundreds of vehicles and 

people– are aware of the importance of these flows to the local economy and thus they always call for 

greater coordination at the regional and national levels. 

 

These chambers of commerce have only one counterpart in Israel: the Chamber of Commerce and 

Industry in Nazareth and its environs, which has hosted delegations from the West Bank, held 

meetings with Arab businessmen from the Galilee, organized field visits to holy sites and cultural 

events, and arranged participation of companies and factories in West Bank exhibitions. The Chamber 
signed a memorandum of understanding with the Bethlehem Chamber of Commerce and Industry in 

order to enhance trade relations between the two cities, increase cooperation and improve procedures 

governing joint investments.  

 

Strengthening economic relations and consolidating common interests 

Strengthening ties between the northern West Bank and northern Israel as well as trade relations 
between the Palestinian communities would provide an alternative to the "incorporation without 

integration" style which has shaped the dynamic force underlying Arab-Jewish economic relations 

since 1967 (Sa'di 1995). There are, however, some obstacles to enhancing Palestinian-Palestinian 

economic cooperation: 

 

• Political and security instability on both sides of the border. 

• Israeli military checkpoints and restrictions on movement inside the West Bank and at crossings. 

• Cultural gaps resulting from the differences in the methods of resisting the occupier.  

• Problems related to unreliable methods of payment (bounced cheques). 

• Difficulties associated with cross-border post-sale service. 

• The relative isolation of Palestinian communities on both sides of the border from regional 

markets and businesses. 

• Absence of companies and investors who can coordinate investment and commercial projects. 

 

There are a number of possible measures that can bridge the gap in dealers’ social responsibility 

towards their Palestinian customers from Israel : 

 

-  Following ethical standards and using a professional approach with customers. 

-  Participating and organizing in exhibitions, festivals, sales and other promotional activities. 

-  Diversifying products that customers seek. 

-  Maintaining competitiveness of prices and quality of goods and providing the necessary amenities 

in shopping places. 

-  Running continuous, targeted and focused advertising. 
-  Advising customers about local sites they can visit and restaurants they can try. 

-  Maintaining contacts, social relationships and personal friendship with customers. 

-  Showing credibility and respect for customers so that they return home with a good impression.  

-  Promoting Palestinian products in their seasons and encouraging customers to buy alternatives to 

Israeli products. 

 

At the official level (government and local authorities), much remains to be done. Below are elements 

of an initial action plan that can provide effective solutions if adopted:  

 

The Palestinian Authority 

• Launching socio-cultural awareness campaigns targeting Palestinians in the West Bank and 

Palestinians from Israel in order to address various misconceptions about the culture of the other 

party. 
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• Providing banking facilities and arranging with the Bank of Israel to solve the problems of 

methods of payment. 

• Providing preferential treatment for Palestinian investors, dealers and producers from Israel in 

terms of accessing markets. 

• Monitoring and facilitating the entry of Palestinians from Israel to the West Bank and the 

surrounding areas in order to better understand their needs and ensure that they are welcomed and 

feel at home. 

• Designing mechanisms for arbitration and enforcement of domestic and shared laws, including 

informal mechanisms, that allow holding Palestinian wholesale agricultural importers  from Israel 

accountable for poor business practices. 

• Taking certain measures and legal procedures that protect Palestinian farmers from the financial 

risks and obstacles associated with exporting their products to the Arab market in Israel. 

 

Local authorities 

• Bridging the leadership gap between the two regions through local awareness campaigns and 

consolidating efforts aiming at: 

-  Facilitating consumer spending flows by Israeli Palestinians in the West Bank. 

-  Solving problems related to common image, attitudes and regionalism. 

-  Involving local authorities of Israel’s Arab villages in promoting tourism and shopping in the 

West Bank, and informally resolving problematic issues. 

• Strengthening trade relations and joint investments through trade fairs and advertising campaigns. 

• Establishing marketing associations / companies to regulate the trade of products exported by 

agricultural areas and target specific markets, seasons and categories of consumers, including 

Palestinians in Israel. 

• Providing parking lots and other municipal spaces. 

 

The private sector in the West Bank and in Israel’s Arab towns  

• Engaging in trade promotion activities and exhibitions on both sides of the Green Line. 

• Conducting a feasibility study on cross-border joint ventures. 

• Facilitating Arab-Arab trade and cooperation in the transport sector to create business 

opportunities for Palestinian entrepreneurs in Israel and reduce costs for shippers from the West 

Bank. 

• Launching new investments in Israel’s Arab towns, as well as manufacturing West Bank import 

alternatives that can bring benefits to the economy of the West Bank, Gaza Strip and Jerusalem. 

 

Strategically, the links between the northern West Bank and the northern Arab towns in Israel should 

be nurtured as part of a comprehensive view of the confrontation with Israeli colonialism. The 

Palestinian areas under the single Israeli economic system enjoy natural complementarities and shared 

foundations for their long-term survival, growth and development. In the past few years, trade 

relations have grown significantly and developed in a natural, spontaneous way without intervention 

from official authorities. Regardless of the physical obstacles, ensuring integration, therefore, requires 

letting things take their course, with or without systematic promotion or organization. The 

government, local authorities, business leaders and civil society organizations should recognize the 

new prospects for strengthening Palestinian economic and social relations on both sides of the Green 

Line. 

 

Questions for discussion 

1. Can this Palestinian-Palestinian cooperation provide alternative markets and sources of 

investment for dependence on the Israeli market? 

2. Why are Palestinian official authorities so indifferent about the attraction to Palestinians from 

Israel of the West Bank markets? Why don’t they– especially consumer protection departments– 
launch hosting campaigns or promote investment? 

3. Is it possible to increase the number of visitors to the West Bank through public and private sector 

awareness programs? 
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4. Is there a need to regulate and control this trade? Or will this control be counterproductive? 

5. Can we build on existing successful investment initiatives? What are the ways to strengthen such 

investments? 

6. What is the role of the chambers of commerce in promoting trade? What programs can be 

developed by these chambers? 

7. What is the role of the Palestinian Authority and the private sector in providing tourism and 

logistics services in major cities? 
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