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Palestinian Territories: Economic Overview
Politics First – An Economy at the Whim of a Crisis:
The economy of the Palestinian territories, here defined as the West Bank and Gaza Strip, is completely and inexorably linked to the Israeli economy, and consequently to the political situation that has embroiled the region since Israel declared its independence in 1948. Because of security precautions taken by Israel, especially since the second intifada began in 2000, many Palestinians who work in Israel have been unable to work in Isreal. Moreover, their ability to export goods has been severely impaired. Ultimately, because of the political issues surrounding Israel and Palestine and the resulting security situation, the economy of the Palestinian territories is in a dire situation. 
Economic Indicators:
· The GDP of Palestine in 2005 was $5.327 billion.

· This GDP reflects Palestine’s status as one of the poorest regions in the world, with 60% of its population under the poverty line.
 

· GDP per capita is at $1,500, meaning the population survives on approximately $4.10 a day.

· Growth in the GDP of Palestine, however, was 4.9%, showing at least some signs of recovery from the poor conditions existing since the second intifada began in 2000.

· Inflation remains relatively under control at 2.9%, but unemployment is disturbingly high at 20.1%. This problem has been exacerbated by Israeli security precautions which prevent many Palestinians from obtaining work in Israel.

Economic Structure:

· Palestine’s economy is primarily service based, accounting for 55% of jobs and 73.9% of output and income.

· GDP by sector:

· agriculture: 8% 

· industry: 18.2% 

· services: 73.9%

· The economy, which is inexorably linked to the economy of Israel, has been severely impaired by the second intifada and the resulting security precautions of Israel, namely sealed borders and checkpoints making it difficult for Palestinians to find jobs in Israel.

· The chief exports of Palestine include olives, fruit and limestone.

Political Considerations:

· The Palestinian territories are governed by what is known as the Palestinian Authority, a conglomerate organization of many different parties representing the Palestinian people, the most significant of which currently are the Fatah and Hamas parties.
 

· The political environment of the Palestinian territories has become greatly complicated by the March 2006 elections of Hamas as the majority party.

· Hamas is recognized by many countries, particularly the United States and the European Union as a terrorist organization, who proceeded to block foreign aid to prevent increased financing to the organization.

· Another complicating factor over Hamas’ victory is their refusal to recognize Israel, a major obstacle in any peace talks.

· Moreover, disputes between Hamas and the Fatah party, of which Palestinian president Mahmoud Abbas is a member, have prevented the formation of a coherent Palestinian Authority, thus making economic problems even harder to overcome.
 

· As a result of these various political issues and problems, as of right now there is no functional government of the Palestinian territories.


Attractions:
· Tourism – Religious Sites of Significance: The Palestinian territories are home to some of the most religiously important sites in the Judeo-Christian tradition. Most notable amongst these is the city of Bethlehem, the Biblical birthplace of Jesus of Nazareth. Bethlehem is also the site of the Church of the Nativity, the oldest Christian church, as well as Rachel’s Tomb, a significant site for Judaism. 
Troubled Spots:
· Climate: The Palestinian territory, located in the Middle East near the Mediterranean coast, is mostly arid and has major issues with water shortage.

· Political Issues: Most experts agree that the economy will continue to be insurmountably impaired until some sort of accommodation is reached between the Palestinian Authority and the Israeli government that would enable restored border travel.

· Security: As it stands, the Palestinian territory is one of the most dangerous regions in the world, which significantly inhibits economic activity of any kind.

· International Pressure: In the year since the election of Hamas, the Palestinian Authority has come under increasing pressure to form a unity government that would, among other things, explicitly recognize the State of Israel and its right to exist. As long as Hamas continues to refuse to recognize Israel, countries including the United States have halted their foreign aid, further exacerbating the many issues in the Palestinian territories.
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