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PEACE AND SECURIT Y

This analysis emphasises that re-
solving the Palestinian political di-
vision is crucial for achieving eco-
nomic reunification between the 
West Bank and Gaza. A unified 
political system is essential for fos-
tering economic growth and inte-
gration, as the division hampers 
progress.

Strategic interventions are needed 
to address the economic deteriora-
tion in both regions. These include 
legal, financial and private sector 
strategies, alongside engaging the 
Palestinian diaspora and ensuring 
geographical and commercial in-
terconnection.

The author highlights the mutual 
benefits of economic unity, stress-
ing the importance of utilising re-
sources from both the West Bank 
and Gaza to revive their econo-
mies through a large-scale nation-
al project. 

ANALYSIS



The Palestinian economy was geograph-
ically and politically divided between the 
West Bank and Gaza even before the di-
vision that occurred in 2007. Still, any 
decline or growth in one area affects 
the other. A decline in Gaza’s economic 
indicators leads to the obliteration of 
growth in the West Bank’s economy, 
and thus a decline in the indicators of 
the Palestinian economy as a whole. 
Therefore, revitalising Gaza’s economy 
will help the revitalisation of the West 
Bank’s economy, and vice versa.

Further information on the topic can be found here: 
https://palestine.fes.de/topics/palestinian-perspectives-on-the-reconstruction-of-gaza

This paper aims to present the most 
prominent policy interventions, strate-
gies and approaches aimed at restoring 
Palestinian economic relations between 
Gaza and the West bank and enhancing 
internal trade relations across all prov-
inces of the two regions. In doing so, it 
focuses on interventions which are with-
in Palestinian capacities. Good govern-
ance and economic management that 
prioritise national interests are essential 
for this endeavour.

The challenges are significant and di-
verse. The principal external challenge is 
the occupation, which is beyond Pales-
tinian control. Internal challenges stem 
primarily from division, which should be 
addressed, working towards a resolu-
tion. All available Palestinian human 
capital, as well as internal and external 
resources must be utilised within the 
framework of confidence-building with 
all parties. Amongst other approaches, 
it is important to develop a strategically 
planned infrastructure network of roads 
and crossings that establish crucial con-
nections between the West Bank and 
Gaza Strip.
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FRIEDRICH-EBERT-STIFTUNG – ECONOMIC RELATIONS BETWEEN GAZA AND THE WEST BANK

This paper addresses policy and strategic interventions in ar-
eas that have been neglected for many years and have not 
received attention from Palestinian decision-makers since 
the division in 2007 up to today. The vital and strategic eco-
nomic dimension of the organisation and integration of eco-
nomic relations between the West Bank and the Gaza Strip 
has been neglected because of Palestinian political division. 
This division has inflicted negative economic impacts on 
economic growth indicators, especially in the Gaza Strip. 
Additionally, the successive wars that the Gaza economy has 
faced have led to unprecedented destruction and very low 
levels of all economic indicators. This decline and regression 
occurred even before the war that began after 7 October 
2023, which led to the destruction of all aspects of life, in-
cluding the near-total disruption of economic activity and 
the eradication of the Palestinian production base in the 
Gaza Strip (MAS 2014). 

This entire situation has plunged Gaza’s economy into a sig-
nificant economic catastrophe, unfolding in two stages. The 
first stage spanned from 2006 to 2023, characterised by po-
litical division, the Israeli blockade on Gaza, and successive 
wars during this period. The second stage began after 7 Oc-
tober and continues to this day. The economic catastrophe 
brought about by political division and wars has resulted in 
an enormous economic cost. This cost is no less perilous for 
the future than the political and human costs. It has become 
an existential threat to the foundations of life and any op-
portunities for achieving economic development and social 
justice.

In order to bridge the significant and devastating economic 
gap in Gaza, it is essential to develop deep and comprehen-
sive policies and strategies in line with the current level of 
economic decline. The aim is to restore economic relations 
between the West Bank and Gaza to their state before 
2006, as the losses in Gaza’s economy are losses for the Pal-
estinian economy. The main characteristics and indicators of 
the Gazan economy in comparison with the West Bank 
economy before internal division in 2006, and Israel’s with-
drawal from the Strip can be described as follows:1

1	 Various studies issued by the Palestine Economic Policy Research In-
stitute (MAS), and official statistics from the Palestinian Central Bu-
reau of Statistics (PCBS).

	– Gaza’s economy accounted for more than one-third of 
the Palestinian economy (36 per cent of GDP). By 2022, 
this share had dropped to only 17 per cent. The contri-
bution of Gaza’s revenues to the public treasury was 
30 per cent, but fell to 10 per cent in 2022. Unemploy-
ment in Gaza was 26  per cent, but over the past 15 
years, the rate has averaged 45 per cent. All productive 
economic sectors in Gaza were negatively impacted be-
tween 2005 and 2022. Industrial production losses 
amounted to approximately $4.9 billion, while the agri-
cultural sector experienced losses of around $1.3 billion 
during the same period.

	– Gaza’s imports of intermediate goods and raw materi-
als from Israel and other countries amounted to approx-
imately $775 million before 2005. By 2022, however, it 
did not exceed $165 million, leading to a decline in pro-
ductivity. Additionally, Gaza’s exports have fallen to 
nearly zero, whereas they averaged about $325 million 
annually before 2006.

In continuation of the previous wars and division, the current 
devastating war has dealt a final, catastrophic blow to all 
economic and social indicators and obliterated most aspects 
of life, making the Gaza Strip an unliveable place, due to de-
struction, forced displacement, and the disruption of the in-
dustrial production machinery and service infrastructure. As 
a result, Gaza’s local output has plunged by 80 per cent, and 
unemployment has nearly become absolute (PCBS 2024). 

The recent aggression on Palestine has shattered record 
lows across all Palestinian economic and social indicators, 
reflecting a long history of fragmentation and separation. 
These conditions led to the and disrupt all Palestinian devel-
opment efforts. Currently, due to the fierce war raging since 
7 October 2023, accompanied by political stagnation, Israe-
li intransigence, and unprecedented oppressive practices in 
all the Palestinian territories, several outlooks have emerged, 
some cautiously optimistic, others deeply pessimistic. Some 
believe that a real economic turnaround for Palestine is a re-
mote prospect, while others see crises as opportunities for 
transformation and change. Ultimately, a specific economic 
model or framework need to be explored that may provide 
future visions for the Palestinian economy, regardless of the 
requirements of the current stage, which call for inevitable 
change and the restructuring of an economic and political 
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INTRODUCTION

model different from before, utilising Palestinian resources 
and capabilities.

The points mentioned above provide sufficient and compel-
ling justification to reconsider several strategic issues related 
to reorganising and strengthening economic and trade rela-
tions between the West Bank and Gaza within the frame-
work of a new context without division, as such division 
does not exempt the conflicting parties (Fatah and Hamas) 
from their responsibility towards the people, the future of 
the cause, and national unity. What is needed, before, now 
and in the future, is a strategy that facilitates economic re-
covery, restores the minimum previous conditions, and 
builds upon Palestinian capabilities across all provinces, 
while utilising available resources. This should also involve 
external support, activating the private sector, and engag-
ing Palestinians in the diaspora.

This paper aims to present the most prominent policy inter-
ventions, strategies and approaches aimed at restoring Pal-
estinian economic relations between the two regions and 
enhancing internal trade relations across all provinces of 
Gaza and the West Bank within Palestinian capacities. To 
achieve this goal, the focus will be on fundamental princi-
ples and axes on which it will be possible to build:

	– The Palestinian economy should be considered a unified 
entity, and any negative impact on one of the governo-
rates is reflected directly and indirectly affects the oth-
ers, with devastating economic repercussions in both 
the short and long term.

	– The challenges are significant and diverse. The principal 
external challenge of course is the occupation, which is 
beyond Palestinian control, while internal challenges 
stem primarily from division, which can be managed, 
working towards a resolution.

	– Dealing with the crucial political dimensions is urgent 
because of their impact on economic issues. Without a 
doubt, avoiding negative political developments serves 
the developmental economic dimension across all gov-
ernorates of Palestine.

	– The Palestinian economy was geographically and polit-
ically divided between the West Bank and Gaza even 
before the division that occurred in 2007. There is a 
clear separation between these economies due to po-
litical circumstances, and any decline or growth in one 
sector affects the other. It is important to note that a 
decline in Gaza’s economic indicators leads to the oblit-
eration of growth in the West Bank’s economy, and 
thus a decline in the indicators of the Palestinian econ-
omy as a whole. Therefore, revitalising Gaza’s economy 
should lead to the revitalisation of the West Bank’s 
economy, and vice versa.

	– All available Palestinian human capital, as well as inter-
nal and external resources must be utilised within the 
framework of confidence-building with all parties. 
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This section briefly outlines the negative impacts of wars 
and political division on the economic situation before and 
after the October 2023 war, as follows:

ECONOMIC IMPACTS AND DOWNTURNS 
AFFECTING GAZA’S ECONOMY BEFORE 
THE OCTOBER 2023 WAR

The Gaza Strip is considered a vital part of the Palestinian 
economy. Official statistical data from the Palestinian Cen-
tral Bureau of Statistics indicate that it constitutes one-third 
of the Palestinian economy. Additionally, its population 
comprises 40  per cent of the population of the occupied 
Palestinian territories. However, the political and economic 
conditions that Palestine, and particularly Gaza (post-divi-
sion), have experienced have adversely affected Palestinian 
economic growth, leading to the specific deterioration of 
Gaza across all levels.

The major challenges facing production and services in Gaza 
include the prolonged blockade, economic and trade re-
strictions, limitations on mobility, and repeated Israeli air-
strikes over the past 17 years (UN 2020). Since the beginning 
of the blockade, Israel has largely controlled Gaza’s mari-
time, airspace and land borders, severely restricting both in-
ternal and external trade. This control has significantly re-
duced trade revenues and hindered sectors from developing 
markets and revenues. Trade and production, especially re-
sources and input materials, have been greatly constrained 
since 2006.

These restrictions, challenges and wars have limited the abil-
ity of factories to produce regularly and efficiently, as well as 
to expand, maintain competitive prices and create job op-
portunities. Most raw materials and necessary production 
equipment across all industries (inputs), such as fertilisers, 
pesticides, seeds, spare parts, wired and wireless communi-
cation devices, steel pipes, chemicals, construction materi-
als, water pumps, medical equipment, and gas, are subject 
to Israeli restrictions. These items fall under the category of 
»dual-use goods« and Israel prohibits Palestinians from im-
porting them, claiming they could be used for military pur-
poses (UNCTAD 2020). Furthermore, Israel’s control over its 
borders prevents Gaza from accessing the West Bank mar-
ket, which is crucial for Gaza’s economy.

What happens to the Palestinian economy in Gaza has a 
negative impact on employment. According to World Bank 
estimates, the unemployment rate reached 50 per cent in 
2021, compared with 47 per cent in 2020. This significantly 
affected overall economic indicators across all regions and 
sectors of the Palestinian economy, resulting in extensive 
and immeasurable losses. There was a slight improvement 
after the Covid-19 pandemic.

Overall, it is difficult to accurately estimate and quantify 
the total losses caused by the Israeli blockade and the four 
military attacks on the economy of Gaza. Studies seeking 
to assess the overall impact of the restrictions are limited. 
According to UNCTAD (2020), the four Israeli military at-
tacks (in 2008, 2012, 2014, 2023–24), along with the con-
tinuous blockade over the past 15 years, have destroyed 
the productive base of both the agricultural and industrial 
sectors in Gaza. The Israeli blockade of Gaza since 2007 
has also led to a significant industrial decline due to short-
ages of essential resources necessary for producing tex-
tiles, furniture, agricultural products, foodstuffs, construc-
tion materials, and other things. This shortage of materials 
has affected industries such as gas, pipes, machinery parts, 
and raw materials essential for manufacturing. It has also 
restricted exports to neighbouring markets, including Isra-
el and the West Bank.

THE IMPACT OF DIVISION AND 
POLITICAL DISPUTES ON ECONOMIC 
CONDITIONS

Over approximately the past 17 years since the internal divi-
sion began, many political, security and economic events 
have occurred, impacting Palestinians everywhere, particu-
larly in Gaza. During this period, various attempts have been 
made to end the conflict and internal division that casts a 
negative shadow over all aspects of life in Gaza. Unfortu-
nately, all these efforts have failed, deepening the crisis 
amidst a state of fragmentation and internal Palestinian di-
vision. Despite multiple reconciliation agreements, they 
have all failed miserably. On the contrary, they have led to 
repressive measures by the Palestinian Authority in Ramal-
lah, notably salary deductions for employees, severely af-
fecting the already fragile economic conditions and pur-
chasing power, especially in Gaza.

2 
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EFFECTS OF POLITICAL DIVISION ON THE PALESTINIAN ECONOMY

The Palestinian division has cost Gaza substantial amounts 
of aid and investment due to donor countries’ reluctance for 
political reasons. As well as the decline in international aid, 
the Palestinian treasury has dwindled to unprecedented lev-
els in the past decade (Shaban 2027).

The repercussions of the blockade and division on Gaza’s 
economy can be summarised as follows:2

1.	� The disruption and decline of trade between the Gaza 
Strip and the West Bank. Statistics show that before 2006, 
Gaza exported between 30 and 35 per cent of its produc-
tion to the West Bank, amounting to approximately 350–
400 trucks per month. Since then, however, the number 
of trucks has become very limited and does not exceed 
50 trucks per month. Additionally, the Gaza Strip is an im-
portant market for West Bank products, representing 
about 25–28 per cent of its imports from Gaza in terms 
of food products, stone and marble, medicines, chemical 
and plastics, and other industries (MAS 2015–2017).

2.	� Conversely, the Palestinian market used to be intercon-
nected between the regions, and Gaza was not isolated 
in terms of trade with the West Bank markets. Howev-
er, the division led to political conflicts and disputes that 
directly affected such trade. As a result of such con-
flicts, economic decisions were issued that were specif-
ic to each region, including decisions related to the de 
facto government in Gaza imposing taxes as it deemed 
appropriate. This situation led to double taxation, which 
is commercially unacceptable and violates the rules of 
internal trade in a unified market between the Palestin-
ian governorates (MAS 2015–2017). 

3.	� The socioeconomic pyramid was disrupted between 
2006 and 2013 due to tunnel trading, which marginal-
ised traditional and legitimate businesses. The tunnel 
economy generated a wealthy class (made up of per-
sons who were previously not integrated into the busi-
ness landscape) protected by the political system. 

4.	� External investment ceased, and the Gaza Strip did not 
witness significant developmental investments during 
the years of the blockade. International foreign aid shift-
ed primarily towards relief efforts, in addition to Qatari 
projects focusing on infrastructure, housing units, hospi-
tals, schools, and ambulances. As a result, numerous pro-
ductive projects closed, prompting many business owners 
to relocate their capital to investment outside Gaza.

5.	� The legal status and environment of the Gaza Strip dif-
fer from those of the West Bank. In September 2007, 
the Israeli government declared the Gaza Strip a »hostile 
entity«. This forced Israeli institutions to cease direct 
dealings with Gaza. Israeli banks stopped transactions 
with their counterparts in Gaza. and the flow of Israeli 

2	 Cf. various studies issued by the Palestine Economic Policy Research 
Institute (MAS).

currency into Gaza decreased significantly. This trig-
gered an ongoing liquidity crisis in the Gaza Strip. 

6.	� There is a division in the financial and administrative sys-
tem between the Gaza Strip and the West Bank. Since 
the division, Gaza has had a separate general budget, 
presented by the Hamas government, independent of 
the Palestinian Authority’s budget. 

	� In 2014, the Hamas government’s budget in Gaza was 
approximately $895 million, with about 51,000 em-
ployees, roughly a third of whom work for the Ministry 
of Interior (MAS 2019). Expenditure on the Gaza Strip 
amounted to around USD 200 million a month (on aver-
age over the past 10 years), USD 73 million on wages. 
In 2021, for example, wage bill spending in the West 
Bank and Gaza represented 75 per cent of the PA’s to-
tal wage bill (25 per cent total wage bill for 39,200 em-
ployees in 2021). This share has increased over time, 
the West Bank wage bill increasing 87  per cent be-
tween 2011 and 2021 at an average annual growth 
rate of 7 per cent. In contrast, the Gaza wage bill de-
clined by 27 per cent over the same period, with the 
most significant decline taking place in 2017–2018 as 
Gaza salaries were reduced to 70 per cent (World Bank 
2022). Concerning the negative impact on revenues 
and expenditures, PA spending on Gaza constituted 
more than 40 per cent of the total budget until 2005 
but has decreased to approximately 25 per cent in re-
cent years. This shift is attributed to financial constraints 
in the Palestinian general budget and shifting priorities 
following the division. Gaza’s share of total revenues al-
so declined from 30 to 10 per cent, leading to a short-
fall in meeting essential population needs. Simultane-
ously, international aid to Palestine has declined. This 
reduction in both spending and revenues has directly 
affected economic activities and purchasing power, ex-
acerbating economic stagnation in Gaza. It is a signifi-
cant factor in the high unemployment rate, which has 
reached around 50 per cent in Gaza (MAS 2019).

ECONOMIC IMPACTS IN THE WAKE  
OF THE OCTOBER 2023 WAR 

October 7 unleashed a catastrophic war on the Gaza Strip, 
described as unprecedented in modern history. This war 
has seen widespread destruction of people, buildings, 
trees and natural resources, both above and below ground. 
It has resulted in the near-total devastation of construction, 
water, electricity, buildings, economic and service facilities, 
universities, schools, and health-care facilities All of this 
has been accompanied by forced displacement from one 
area to another within the Gaza Strip and the confinement 
of the population in narrow spaces, devoid of most of the 
necessities of life. The following is a brief overview of the re-
percussions (MAS 2024) of this aggression, which indicates 
its unparalleled scale and nature compared with previous 
wars. The economic repercussions to date can be summa-
rised as follows:
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	– More than 1.7 million people have been forcibly displaced 
in Gaza after the destruction of over 62 per cent of resi-
dential and vital infrastructure. According to the Palestin-
ian Central Bureau of Statistics, two-thirds of private sec-
tor establishments ceased production across Palestine 
due to an almost complete halt in production at approxi-
mately 56,000 establishments in Gaza alone. Most of the 
workforce in Gaza, totalling over 147,000 workers, has 
experienced disruptions, excluding those employed in 
health care and the humanitarian relief sector.

	– According to the World Bank’s analysis of the economic 
impact of the conflict, the Palestinian economy has expe-
rienced one of the largest recorded shocks in modern 
economic history. GDP in Gaza has fallen by over 80 per 
cent, and the majority of economic activities have come 
to a halt. The report underscores the absence of any in-
dicators suggesting imminent improvement in the near 
future (World Bank 2024).

	– More than 120,000 workers have been laid off, indicat-
ing near-absolute unemployment rates that could reach 
up to 90 per cent.

	– The economic situation in the West Bank has certainly 
been affected by the war in Gaza. Due to the occupa-
tion’s measures designed to oppress the Palestinian peo-
ple, many shops have closed, medium-sized and small 
projects have been halted, and imports and exports have 
been halted. The situation also affects merchants, manu-
facturers, craftsmen, farmers, and workers whose work 
permits have been suspended by Israel and replaced with 
Indian and foreign workers. This situation has led to a 
decline in all economic indicators in the West Bank. For 
example, during the past 10 months unemployment has 
risen to 37 per cent, imports have decreased by 25 per 
cent, exports have decreased by 30 per cent, and 30 per 
cent of firms have closed or are operating only partially 
(PCBS, MAS 2024).

Everyone in the West Bank is suffering and the crisis has 
worsened with the continued closure and Israeli restrictions 
on movements of goods and individuals. 

All this illustrates the repercussions of the blockade, division 
and wars on West Bank and Gaza’s economy, highlighting 
the magnitude of the recent war’s calamities and the de-
struction that is irreparable within a limited timeframe and 
with merely ordinary efforts. Given this extraordinary and 
exceptional situation, addressing it requires extraordinary 
measures. Foremost among these efforts is the organisation 
of Palestinian internal affairs and the establishment of a uni-
fied political framework that accommodates all Palestinians, 
wherever they reside. This entails adherence to the follow-
ing strategic principles in order to move towards change and 
devise a clear roadmap, both politically and economically. It 
is considered a necessary condition for moving forward.
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Integrating the Palestinian economy 

Israel has imposed significant economic separation between 
the West Bank and the Gaza Strip, resulting in a wide dispar-
ity in living standards and economic development. Follow-
ing the 2006 division, they were almost completely separat-
ed economically and geographically. Re-establishing eco-
nomic integration or economic unity between these two 
parts will be one of the most critical challenges facing the 
Palestinian state. The ability to strengthen economic ties 
and link the West Bank’s economy with Gaza’s is crucial to 
establishing a fully functional state. Economic growth, too, 
hinges on this economic unity. The World Bank has explicit-
ly stated this strategic goal: »The strategic goal of establish-
ing a viable Palestinian state cannot be achieved unless the 
West Bank and Gaza remain together in a cohesive econom-
ic unit« (World Bank 2008).

In this context, it is necessary to clarify the concept of eco-
nomic unity or economic integration among regions within 
a single state. Here, the term refers to a situation in which 
several conditions are met: 

1.	� convergence of living standards among residents in dif-
ferent parts of the state; 

2.	 �a high level of financial integration, ensuring effective 
transfer of financial resources from wealthier to poor-
er regions;

3.	� a unified market, monetary policy, trade regulations, 
and economic legislation across all regions; 

4.	 �equal economic opportunities available to individuals 
across different regions; 

5.	� integration in production pathways based on compara-
tive advantages for each region (MAS 2011).

Achieving all the aforementioned conditions in pursuit of 
economic unity may indeed be challenging, but partial ful-
filment is feasible with gradual progress towards meeting 
the remaining conditions. This process involves reshaping 
the current political landscape, attaining Palestinian sover-
eignty, and laying the foundations for a future Palestinian 
economy within an independent state. This shift will inevi-
tably foster a new economic climate distinct from that of 
the past three decades.

THE DIRECT IMPACT AND BENEFITS 
OF ECONOMIC INTEGRATION BETWEEN 
THE WEST BANK AND GAZA

This section outlines the benefits and gains that can be real-
ised from re-establishing economic connectivity between 
the West Bank and Gaza. It will focus on these advantages 
within the framework of fairly broad categories. 

	– The integration of the West Bank with Gaza would 
make it possible to break the West Bank’s isolation as a 
landlocked geographical area and Gaza’s isolation from 
the West Bank and the outside world. This would create 
additional advantages for West Bank products destined 
for export and for imported products by reducing ex-
port and import costs through Israeli ports. Studies 
have confirmed that using Gaza’s ports could save up to 
50 per cent on shipping costs. This of course would en-
hance utilisation of Gaza as a coastal area and boost 
commercial productivity and service activities within the 
sector as well.

	– The West Bank and the Gaza Strip are small economic 
regions, and their integration would bring economic 
gains by creating a market with a more substantial ca-
pacity with regard to goods, services and factors of pro-
duction. This would help to attract both local and for-
eign investments, leading to the construction of a new 
economy.

	– There is a significant difference between the topogra-
phies of the West Bank and Gaza, as well as differences 
in population distribution, particularly the high popula-
tion density and the proportion of urban dwellers (com-
pared with rural inhabitants) in Gaza. Additionally, there 
is a contrast in agricultural production methods, with 
the West Bank relying on rain-fed agriculture in contrast 
to irrigated farming in Gaza.

	– With regard to diversity of resources between the West 
Bank and Gaza, varied human resources and low-cost 
labour area available in Gaza due to the high unemploy-
ment rate. These can be used to reduce production 
costs and foster productive and service-oriented invest-
ments. It’s worth noting that there is no difference in 
labour productivity between the West Bank and Gaza; 

3 
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the disparity lies solely in wages. These wage differenc-
es will require time to balance out in the market, during 
which the economy can strengthen its capabilities and 
reduce unemployment. Achieving wage parity between 
the West Bank and Gaza is crucial to mitigating the eco-
nomic and social disparities between the two regions. 
This can be accomplished by integrating workers from 
Gaza into the West Bank, particularly in sectors such as 
tourism, restaurants and furniture, in which the West 
Bank is suffering from labour shortages (MAS 2017).

In addition to the variation in natural resources between 
these regions, the most prominent resources are as follows:

	– The agricultural lands in the southern and northern 
Gaza Strip cultivate seasonal crops that are not grown 
in the West Bank. Similarly, the West Bank offers a vari-
ety of agricultural products during different seasons 
that are not produced in Gaza. This diversity is attribut-
able to climatic conditions, geographical factors and 
the nature of the agricultural land.

	– The presence of gas fields in the waters off Gaza is a 
significant economic advantage, and their exploita-
tion could accelerate Palestinian economic growth. 
UNCTAD anticipates in its studies that tapping these 
gas fields could increase Palestinian GDP with high 
growth rates, potentially up to 16 per cent. This would 
propel the Palestinian economy to a completely new 
level, with positive implications, such as reducing pro-
duction costs, lowering the prices of essential commod-
ities such as electricity, easing the burden on the public 
budget, and creating opportunities for government de-
velopment spending (UNCTAD 2019a).

	– The agreement resulting from the Oslo Peace Process 
signed on 13 September 1993 between the Palestinians 
and Israel stipulated that the Palestinian Authority has 
rights to Palestinian commercial gas resources. It was 
anticipated that this field would yield between USD 700 
to 800 million annually for the Palestinian Authority. 
Other estimates suggest that the gas reserves could 
meet Palestine’s needs for the next 25 years (UNCTAD 
2019b). Additionally, the Gaza Marine Field is one of the 
oldest in the Eastern Mediterranean region. It was dis-
covered by BP in 1999 and is also one of the closest to 
the shore, approximately 30 kilometres from the Gaza 
coast. It thus falls within Palestinian commercial waters. 
It is estimated to contain around 1.5 trillion cubic feet of 
gas. According to a study by the UN Conference on 
Trade and Development (UNCTAD) published in 2019, if 
we assume that gas prices will remain at their lowest 
levels, the Palestinians have lost approximately USD 2.57 
billion because they have been prevented from exploit-
ing their gas resources in the Gaza fields over the past 
two decades. In this context, an UNCTAD study esti-
mates that there are approximately 1.5 billion barrels of 
oil in the Majd Field in the West Bank, in addition to 
quantities of gas. Although Israel claims that extraction 
occurs west of the Green Line, most of the field is locat-

ed in the West Bank. The exploitation of petroleum 
fields in the West Bank would yield positive outcomes 
similar to the gas fields in Gaza. It would contribute 
added value to the new Palestinian economy, establish-
ing a foundation for a future economic phase that ben-
efits all components of GDP and improves all economic 
and social indicators.

There are many other advantages that cannot be detailed 
here, such as the benefits of natural resources from the 
Dead Sea, metals and stone in the West Bank, sand, and the 
fisheries wealth of Gaza. Additionally, there is potential in 
both the West Bank and Gaza as tourist destinations. All of 
these things could positively impact production patterns 
and trade, and enhance services in both the West Bank and 
the Gaza Strip.

The process of reconnecting the economy is a major nation-
al project with political, economic and other positive dimen-
sions. Both in principle and in practice, there are significant 
economic opportunities that can propel the Palestinian 
economy towards rapid growth if economic integration be-
tween the West Bank and Gaza is achieved. The integration 
of the two areas would provide better opportunities for sus-
tainable development, even if the future state is geographi-
cally separate but interconnected by a network of roads or 
passages between the two areas. The key is to establish a 
foundation to strengthen and formalise economic and trade 
relations, and to fully exploit the potential in the Palestinian 
territories. This foundation cannot be laid without resolving 
the political tensions and partisan disputes, however, neces-
sitating the establishment of a consensus-based and demo-
cratic political system. Good governance and economic 
management that prioritise national interests are essential 
for this endeavour.
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Policies and interventions at the strategic level

Based on the previous points, it’s imperative that a clear vi-
sion be articulated for the identity of the Palestinian econo-
my and its trade and economic relations with its surround-
ings. This particularly concerns clear foundations for reunit-
ing the Palestinian economy, especially the economic inte-
gration of Gaza with the West Bank. This calls for short- and 
long-term strategies and policies upon which economic de-
cision-makers and economists can agree.

The success of these interventions hinges on two factors: 
first, the evolution of the political landscape over time (end-
ing division, establishing a mutually agreed political system), 
recognising that transformation cannot occur abruptly. Sec-
ond, an executable, practical and legal framework encom-
passing policies, tools and mechanisms that streamline eco-
nomic and geographical integration. This framework is es-
sential and complementary to advancing Palestinian eco-
nomic development across all regions. Below, we outline 
the necessary interventions within a strategic policy frame-
work:

First: The legal, economic and financial framework, which 
requires implementation of the following policies:

1.	� Reformulating a clear economic and commercial legal 
framework for the private sector that does not differen-
tiate between Palestinian markets and considers the 
movement of goods between the governorates of Gaza 
and the West Bank subject to the rules of internal trade.

2.	� Reunifying the general budget and allocating a reason-
able portion for development and investment spending 
with a focus on investment in infrastructure, education 
and health projects, and giving the largest share to the 
Gaza Strip.

3.	� Establishing exceptional trade and investment facilities 
for the Gaza Strip that go beyond what is stated in the 
Investment Promotion Law to attract local and foreign 
capital for investment.

4.	� Identifying a list of strategic, productive, industrial and 
agricultural projects and determining what the govern-
ment should do, what should take the form of a part-
nership between the public and private sectors, and 
what should be left to the private sector to implement. 

This situation requires a policy and legal framework, es-
pecially with regard to partnership between the two 
sectors.

Second, the framework and strategy for engaging with the 
Palestinian private sector and feasible projects are as fol-
lows:

1.	� Directing the private sector to capitalise on relative ad-
vantages and investment opportunities in each gover-
norate, supported by the public sector in policy formu-
lation and guidance for the development process, helps 
to avoid overlaps in economic activity, reduces internal 
competition, and minimises sectoral conflicts. This ap-
proach leads to a strategic delineation of the economic 
roles of each region, carefully planned and structured. It 
is essential to empower local authorities in planning and 
formulating local policies. The relevant perspective is 
economic integration between the regions, leveraging 
both backward and forward linkages of the productive 
economic cycle. This would foster convergence of living 
standards, bridge income and labour wage gaps be-
tween regions, and reduce developmental disparities by 
reallocating financial resources from one region to an-
other, thereby achieving developmental balance. 

	� This mechanism would achieve specialisation and divi-
sion of labour in each region, which complement each 
other in the trade of goods and services, population 
movements and factors of production. This may simul-
taneously require resource transfers through govern-
ment policy, for example, taxes and public spending.

2.	� To enhance investment and imports, a significant role 
should be assigned to the private sector, overseen by 
government and supported through the implementa-
tion of policies that encourage and safeguard private 
goods. These policies could specifically designate cer-
tain Gaza governorates entirely tax-exempt free-zones 
for industry and commerce. Such measures would aim 
at attracting investors from the West Bank to these re-
gions, fostering increased trade and economic ties be-
tween the West Bank and Gaza.

3.	� Implementing the above framework necessitates the 
establishment of a development planning commission 

4 

POLICIES AND INTERVENTIONS  
AT THE STRATEGIC LEVEL
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by legal mandate and introduction of a new legal 
framework outlining the authorities of local bodies. Ad-
ditionally, a legal policy framework is essential to facili-
tate partnerships between local government and the 
private sector. It’s important to note that this frame-
work differs from the public–private partnership frame-
work mentioned earlier.

Within this framework, the following projects can be 
undertaken:

	– Projects addressing health care, education, infrastruc-
ture and housing, especially in Gaza, which has been 
severely impacted by ongoing conflicts.

	– Directing investments towards productive projects in 
Gaza due to high unemployment rates (there is a signif-
icant disparity with northern regions), requiring sub-
stantial investment across various sectors, especially 
agriculture and industry. Gaza continues to face ongo-
ing destructive conflicts.

	– Directing investments into banking, financial intermedi-
ation, and transportation services in Gaza due to clear 
deficiencies in these areas. The commercial activities 
and population density necessitate services commensu-
rate with their scale.

	– Utilising agricultural land and its fertility, as well as live-
stock wealth, by directing investments into agriculture 
and related industries such as grain cultivation, feed 
factories, and food processing industries derived from 
animal products such as dairy, cheese, and milk. Invest-
ment in high-value crops and lands is also crucial, lever-
aging the abundant olive trees in the region for olive oil 
production.

	– Domestic and foreign investment in exploiting gas and 
petroleum fields and implementing contracts with ex-
ternal entities, contingent upon political solutions with 
Israel.

Thirdly: Framework and strategy for activating work with 
the Palestinian diaspora

And here we can discuss expatriates who have the right to 
return to Palestine and can remain there, or those who wish 
to direct their investments there even if they are unable or 
unwilling to return to Palestine.

The Palestinian diaspora is focused primarily on aware-
ness-raising and solidarity activities, such as conferences 
and solidarity initiatives carried out by Palestinian communi-
ties in various countries. Despite encompassing a wide range 
of activists, thinkers, financiers, and scholars, this engage-
ment has not had a significant positive impact on the Pales-
tinian economy. Such an impact will materialise only with 
exceptional incentives and the creation of a supportive envi-
ronment for diaspora Palestinians, particularly in terms of 
capital and human resources. What is required from the di-

aspora is not just media and awareness-raising solidarity, 
but an economic contribution. Maximising such a contribu-
tion requires a conducive environment to be provided by the 
political and legal system. Working with the Palestinian dias-
pora must thus start with the establishment of a legal frame-
work. It is essential to develop specific investment incentives 
and guarantees to help to attract diaspora Palestinians or 
their investments for mutual benefit and to enhance local 
development opportunities.

In addition, embassies and representatives of Palestinian 
communities abroad must be activated and an international 
conference must be held for all Palestinian communities. 
This conference should produce actionable recommenda-
tions and strategies to serve the Palestinian economy across 
all Palestinian territories.

Here, the role of the government or regional council would 
play a crucial role in identifying deficiencies and correcting 
them, offering exceptional incentives to attract both local 
and foreign investors. This would provide specialised facili-
tation and streamlining procedures, directing investment 
policies and developmental expenditures from the general 
budget. This can also involve collaborative projects be-
tween the public and private sectors. In this context, we 
outline an example of key areas with development gaps 
with promising investment potential for inclusion in the in-
vestment map. 

The investment opportunities are significant and diverse 
but require a fundamental change in economic and admin-
istrative policies. However, there are challenges due to Is-
raeli occupation in general and negative impacts associat-
ed with the Paris Economic Agreement that regulates the 
economic relationship between Israel and the Palestinian 
Authority. Additionally, resources such as the Dead Sea 
minerals, natural gas off the coast of Gaza, and petroleum 
in the northern West Bank remain underutilised. Some in-
ternational investment opportunities also require the end 
of occupation to be fully realised. With current possibilities, 
efforts are being made to overcome internal difficulties, 
enhance current capabilities, and work towards economic 
advancement.

Fourthly, consideration of the geographical and commer-
cial linkages between the West Bank and the Gaza Strip is 
essential.

Freedom and ease of movement for individuals, capital and 
goods between regions are crucial for fostering economic 
and commercial activity. However, achieving this requires 
robust infrastructural, logistical and procedural frameworks. 
This infrastructure includes well-developed internal trans-
portation networks and capable facilities that connect Pal-
estinian cities, as well as establish links between the West 
Bank and Gaza Strip. Reflecting on Palestine’s historical con-
text, before the 1948 Nakba, Palestine boasted one of the 
most accessible regions in the Middle East, characterised by 
seamless mobility, diverse transportation facilities, and ex-
tensive connectivity.
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Currently, due to occupation, recurrent wars and the frag-
mentation of Palestinian territories into isolated cantons due 
to settlements, movement has become nearly impossible. 
The absence of airports, seaports and a railway network fur-
ther complicates transportation, especially between the 
West Bank and Gaza Strip. Adding to this challenge is the 
complete blockade and closure of Gaza since 2006.

To address this situation, it is crucial to develop a well-de-
signed and strategically planned infrastructure network of 
roads and crossings that establish clear connections be-
tween the West Bank and Gaza Strip. The aim would be to 
restore the unity of the Palestinian economy as it existed in 
the past. Various proposals have been put forward for geo-
graphical connectivity between the West Bank and Gaza, in-
cluding an underground passage or tunnel. However, these 
options raise concerns regarding cost and passenger safety. 
Therefore, more feasible proposals emphasise the need for 
an above-ground transportation corridor linking the West 
Bank and Gaza at surface level (at-grade).
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Achieving strategic objectives and implementing the required 
policies involves tackling or mitigating challenges. Setting 
aside the political factors related to Israeli occupation, signif-
icant challenges remain, both currently and in the future.

ON THE PALESTINIAN SIDE 

	– Creating coherence in the Palestinian political system 
and bureaucratic apparatus involves overcoming the 
challenges involved in reintegrating and harmonising 
the economies of Gaza and the West Bank, which have 
been separated by blockade and division. Gaza is in ur-
gent need of many products produced in the West 
Bank, and vice versa.

	– Achieving substantial change in the Palestinian econo-
my, both presently and in the future, hinges on harness-
ing its resources, such as energy, gas and petroleum, as 
well as leveraging its geographical position and climatic 
conditions in both the West Bank and Gaza. This under-
scores the critical challenge of designing and executing 
a national Palestinian initiative founded on economic 
unity, while navigating internal and external political 
obstacles.

	– Another challenge is the activation of private sector in-
stitutions, civil society organisations, and the interna-
tional community.

	– The ultimate challenge lies in the willingness to imple-
ment the strategic frameworks mentioned above, and 
the readiness and commitment of all parties involved 
over the long term.

	– Finding solutions to the real challenges faced by the pri-
vate sector in Gaza, and bridging government perspec-
tives between Gaza and Ramallah, is of the utmost im-
portance. This would lead to realistic and mutually 
agreed-upon solutions from all parties involved.

Another significant challenge lies in the inability to utilise Pal-
estinian resources, such as oil and gas fields in both the West 
Bank and Gaza. Unfortunately, due to Israeli control, these 
resources cannot contribute to Palestinian development ef-
forts. This issue would require a separate paper. If access is 

granted to exploit these resources, they could significantly 
impact the Palestinian economic landscape. For that reason, 
this discussion did not go into them extensively, focusing in-
stead on achievable goals given the current circumstances.

ON THE INTERNATIONAL AND 
ISRAELI SIDE

Interventions by the Palestinian side alone are not sufficient 
to bring about real change on the ground. Such interven-
tions need strong support from the international community 
and establishment of an understanding with and facilitation 
from the Israeli government. This can be achieved by oblig-
ing both sides to adhere to the principles of the Oslo Accords 
and the Paris Protocol on Economic Relations, which were 
agreed with the Israelis. This would also strengthen the ob-
jective foundations of these agreements, paving the way for 
a mapping of the terrain for the next stage, while consider-
ing the adverse developments that have taken place in re-
cent years. In other words, we need to draw on previous les-
sons to enhance the growth of the Palestinian economy.

Achieving these goals requires working to lay the founda-
tions for a true peace process. For this purpose the follow-
ing are required. 

	– The involvement and intervention of the international 
community, especially the Quartet, activating it in order 
to move forward to improve the current situation and 
help the PA through development projects and sup-
porting the development budget.

	– Resumption of negotiations under the supervision of the 
Quartet and pressuring Israel to adhere to previous com-
mitments, in addition to putting a clear agenda on the 
negotiating table concerning top priority economic and 
trade interventions for the Palestinian economy, within a 
specific timeline and binding on all parties, especially in 
relation to natural resources, such as gas and petroleum. 

	– A mechanism established and agreed with the Israeli side 
and the international community for the movement and 
transportation of goods between the West Bank and the 
Gaza Strip, which more than anything else depends on 
the good will of the Israeli side.

5 

CONCLUSION AND RECOMMENDATIONS
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Conclusion and Recommendations

Developing a unified aid programme or mechanism among 
donor countries to support the Palestinian economy and 
identify the needs of both the public and the private sectors, 
in addition to the urgent social needs in the West Bank. Not-
ing that the AHLC already exists but support needs to go 
beyond the normal.

As for the Gaza Strip, handling the current situation is a 
much bigger challenge that needs more than particular in-
terventions. It needs a large, active international community 
to provide generous support to rebuild and meet the basic 
needs of the people of Gaza.
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