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PREFACE

1. At the request of the sponsors and organizers of the Middle East Peace Talks, the World Bank
has been supporting the work of the Multilateral Working Group on Economic Development and Regional

w_ooperation by providing analyses of the key economic issues and developmental challenges facing the
Middle East region. At its second meeting in Paris in October 1992, the Working Group requested the
Bank to expand its contribution to include, infer alia, an assessment of the development needs and

% prospects of the economies of the West Bank and the Gaza Strip (commonly referred to as the Occupied
Territories). In response to this request, a Bank mission visited the Occupied Territories during the
period January 21-February 24, 1993. The mission comprised five teams focusing on the following
areas: Private Sector Development, Agriculture, Human Resources, Infrastructure and Macroeconomics.
Each team was in the field for about two weeks. The mission was led by Prem Garg who, together with
Samir El-Khouri, stayed in the field throughout to provide continuity and guidance to the five teams. The
staffing of the five teams was as follows:

Agriculture: Gert van Santen (Team Leader)
Ulrich Kuffner (Water Resource Engineer)
Merle Jensen' (Horticulture Specialist)

Human Resources: Fredrick Golladay (Team Leader)
Maureen Field' (Education Specialist)
Radwan Ali Shaban' (Human Resource Economist)

Infrastructure: Alastair McKechnie (Team Leader)
Ulrich Kuffner (Water Resource Engineer)
Lawrence Hannah (Urban Specialist)
Nail Cengiz Yucel (Transport Sector Specialist)
Ted Moore' (Power Engineer)

Macroeconomics: Michael Walton (Team Leader)
Samir El-Khouri (Fiscal Analyst)
Ishac Diwan (Macroeconomist)

Private Sector Development:  Albert Martinez (Team Leader)
Robert Mertz (Financial Sector Specialist)
Joseph Saba (Legal Specialist)
Dileep Hurry* (Regulatory Environment
and Tourism Specialist)

2. Mission members travelled extensively in the West Bank and Gaza, visiting municipalities, farms,
businesses, industries, academic institutions, refugee camps and NGO-run facilities. Mission members
also travelled in Israel, as needed, and paid several visits to Amman. The representatives of the key
bilateral and multilateral donors in Jerusalem, Tel Aviv and Amman responsible for the Occupied

. Territories were kept briefed about the work of the mission. Close contact was also maintained with the
field staff of UN agencies.

1/ Bank consultant.
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3. The Bank mission was received warmly by all sides, who took keen interest in the work of the
mission and provided superb logistical and counterpart support for the field work. The main counterparts
on the Israeli side were the Bank of Israel and the Civil Administration in charge of the Occupied
Territories. On the Palestinian side, the main counterparts were the Technical Committees of the
Palestinian Team to the Peace Conference, consisting mainly of Palestinians who are members of the
bilateral or multilateral peace teams. The Ministry of Planning was the main contact on the Jordanian
side. The Bank would like to thank all concerned parties, especially the Israeli, Jordanian and Palestinian
hosts, for the excellent support and cooperation that the Bank mission received for this field work.

4, This report is based on the findings of the above mission. The report is in six volumes:

0 Volume I provides a summary overview of the key findings and recommendations of the
study. After commenting selectively on the current socioeconomic situation in the OT
and its evolution over time, it discusses prospects for sustainable development in the
future and outlines the priority agenda of policies and programs needed to promote such
development.

0 Volume II explores the strategic choices at the macro level that will be faced by the OT
in the future and the implications for economic relations between the OT and the rest of
the region. The study looks at the current sitvation and its evolution over the past 25
years. The study then examines several policy choices for the future affecting the
structure of development in the OT. Finally, it outlines some illustrative scenarios for
the future, focussing on the consequences of current developments in the region.

0 Volume III reviews the performance of the private sector (including, in particular, the
industry and tourism sectors) in the OT. The study assesses the environment in which
the private sector operates and its future prospects and makes recommendations for
accelerating private sector development in the future.

o Volume IV reviews the evolution and structure of the agrieultural sector in the OT;
analyzes its current characteristics; assesses OT competitiveness in the immediate and
longer term; outlines the main policy options and their implications; and provides a
preliminary assessment of sectoral financial and technical assistance (TA) needs.

0 Volume V assesses the current situation in the infrastructure sectors (electricity, water
supply and sanitation, transport, housing and solid waste services) in the OT; identifies
the major issues confronting these sectors; and outlines priorities for TA and investment
needs. As local authorities are major institutions in the delivery of public services in
these sectors, the study also includes a review of their current situation and makes
recommendations for improving the functioning of municipalities.

0 Volume VI reviews the current status as regards human resource development; analyzes
options for enhancing individual welfare and labor productivity in the OT; and outlines
investment and TA priorities for strengthening existing programs and for laying the
foundation for later reforms.
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5. It is worth highlighting two limitations of this study right at the outset. First, a number of key
issues bearing upon the future development of the OT (e.g., the allocation of land and water resources,
the disposition of Israeli settlements in the OT, the future status of expatriate Palestinians, the territorial
issues surrounding Jerusalem and, most importantly, the nature of the proposed "self-governing”
arrangements for the OT) are the subject of ongoing bilateral negotiations between the Israelis and the
Palestinians. The resolution of these issues is likely to be based primarily on political and security
considerations. As the Bank mission to the OT was a fechnical mission, with neither the mandate nor
the expertise to deal with political or security aspects, this study does not take any positions on issues that
are on the agenda for bilateral negotiations. The focus instead is on policies, institutions and investments-
-where optimal choices are largely invariant to the eventual political arrangements to be agreed at the
bilateral negotiations. Thus, for example, while analysing, where appropriate, the economic links
between East Jerusalem on the one hand and the West Bank and Gaza on the other, the report avoids
making any judgements regarding the future status of East Jerusalem.

6. Second, the study has had to cope with very serious data gaps and inconsistencies. Much of the
data on the OT are, directly or indirectly, from official Israeli sources. There are, however, serious gaps
in the OT data base. A population census has not been carried out in the OT for more than 25 years.
As a result, most of the demographic and labor force data are based on extrapolations and on sample
surveys, the reliability of which are undermined by problems of nonresponse, especially since the onset
of the Intifada (popular uprising) in 1987. Data on East Jerusalem and on Israeli settlements in the OT,
both of which are treated as part of Israel by the official Israeli sources, are mostly unavailable. Data
available on trade between the OT and Israel and on the profitability and competitiveness of the
agricultural, industrial and service enterprises are also very limited. Data on the OT from Palestinian
and Israeli nonofficial sources are sparse and selective. Also, Palestinian data, when they exist, are often
based on ad hoc surveys that do not lend themselves easily to cross-sectional or longitudinal comparisons.
In many instances, data differ between sources, and, even when the same source is used, there are gaps
and apparent inconsistencies. Given these data problems, the report uses estimates that appear most
plausible in light of the mission’s field observations. In cases where the data differences among various
sources are particularly sharp (e.g., population, unemployment and social indicators), the report attempts,
where possible, to examine the reasons for these differences and to indicate the implications of alternative
estimates for the results of the analysis.

7. In view of the limitations on the mission mandate, the data difficulties and the time and resource
constraints, this study can only be considered a beginning. The analysis in the study, especially for the
longer term, is necessarily incomplete; as, and when, progress is made in the bilateral negotiations, the
study will need to be updated and expanded to take account of the agreements reached. Also,
notwithstanding the care exercised in locating and interpreting the data from various sources, the
empirical underpinnings of this study leave something to be desired, and, therefore, the conclusions of
the study should be treated only as indicative of broad trends and priorities. Further, in-depth studies
and project feasibility work will be required before the findings of this report could be used to make
operational decisions.

8. An earlier draft of this report was discussed with the Israeli, Jordanian and Palestinian authorities
by a Bank mission to the region during July 12-26, 1993. Where appropriate, the report has been revised
to incorporate the comments received by the mission during the July discussions.



1
OVERVIEW AND SUMMARY

= Introduction

1.1 This study aims at: a) assessing the current situation in the infrastructure sectors (power, water
supply and sanitation, transport, housing and solid waste services) in the Occupied Territories (OT); b)
identifying the major issues confronting these sectors; and c) establishing priorities for technical assistance
and development needs. As local authorities are major institutions in the delivery of public services in
these sectors, the study also includes a review of their current situation and recommendations on
improving the functioning of municipalities. The report primarily focuses on sectors where public
authorities would play a direct role in the provision of services. Accordingly, the telecommunications
sector and petroleum distribution activities, which are, in general, provided through private initiatives,
have been excluded from the study. With the implementation of the recommended strategy for private
sector development outlined elsewhere in the study, it is expected that these services will be provided by
private enterprises.

1.2 Because of the paucity of detailed information, the study, at times, relies on observations made
in the field and anecdotal evidence. Also, the study attempts to cover several sectors and a wide area
of institutional, investment and policy issues. Therefore, some of the recommendations made need further
analysis and in particular, the estimated investment needs of the OT should be regarded as indicative
magnitudes. In all cases, it is recommended that before implementation the investments identified and
individual projects included in the program be subjected to comprehensive feasibility studies establishing
their economic and financial viabilities.

A. Infrastructure and the Development of the OT

1.3 The services provided by infrastructure sectors lie at the foundations of the economic and social
life of the OT. The basic water supply, transport and power facilities and the services provided in these
sectors, to a large extent, determine both the quality of life and the industrial and agricultural
development potentials of the OT. However, despite some positive improvements in service levels under
the Israeli administration, in all these vital areas the level, and particularly the quality, of service provided
is below that generally found in countries with comparable incomes. Moreover, the poor state of the
existing physical facilities for sewerage, water supply and solid waste and drainage, and the inadequacy
of service provided in these areas, has already placed a heavy strain on the environment.

1.4 The basic reason for the poor state of the infrastructure sectors and the inadequacy of the services
provided is related to the governance of the OT. First, the institutional structure to formulate, implement

.. and manage investments is inadequate, and Palestinians are only weakly involved in the decision-making
process. The lack of an effective mechanism for responding to the wishes of the population has resulted

in formulation of policies and investments that do not serve the needs of the OT well. Second, there is

« no sovereign guarantor to enable international borrowing and no formal financial sector to provide
funding for maintaining and developing infrastructure services in response to the growing demand.
Third, there is some evidence that not all of the tax revenues collected by the Israeli authorities have
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been made available to the Civil Administration (CA) for inter alia, investment and municipal services.?
Fourth, municipalities have been forced to siphon funds from the utilities to maintain municipal services.
Consequently, utilities have had to finance almost all their investment from their remaining internal
resources. Furthermore, these internal resources were further depressed by frequently low levels of
efficiency which in turn were due to inadequate investment and institutional weakness.

1.5 The recovery program, therefore, must start with technical assistance and studies to build a
technical capability and institutional framework to develop rational policies and efficient investment
programs. Particular attention should be given to the creation of analytical capacity for the economic and
financial evaluation of investment and operational improvement priorities. Without strong institutions,
investments to redress infrastructure shortcomings are unlikely either to be implemented efficiently or be
sustainable in operation. Existing local government structures, despite their weaknesses, and the utilities
appear to be the starting point in establishing an adequate institutional capability. In addition, a

significant inflow of funding is needed initially to carry out rehabilitation works and, subsequently, to
expand capacity to meet demand.

B. Local Government and Public Administration

1.6 The implementation of Israeli policies in the OT is entrusted to the Ministry of Defence which
has the overall responsibility for maintaining law and order. The Coordinator of Government Activities,
assisted by the CA has responsibility for maintaining civilian affairs in the OT. However, three
significant problems affect the ability of local government to deliver services in the OT. First, the legal
basis for local government in the OT currently in force, rests upon a complex amalgam of several legal
systems amended by military orders is not transparent to all parties, and gives extensive discretion over
the application and interpretation of laws and regulations to the CA. Second, local governments have
very limited control over resources, transfer utility revenues to subsidize other services and have difficulty
in collecting revenues in the context of current governing arrangements. Finally, the procedures for
selecting investments for external funding by the CA are neither transparent nor predictable and there is
a general unwillingness among Palestinians to cooperate with the CA. Taken together, these three factors
result in local government arrangements that are characterized by an unclear distribution of authority and
a general lack of accountability. Performance of those services that local governments do provide is poor
and there is significant unmet demand for services.

1.7 Measures to foster effective provision of infrastructure services by local government include:

(a) establishing a rational, transparent legal foundation for local government which
clearly assigns an appropriate degree of local discretion over issues of local
interest;

(b) implementing a more appropriate assignment of revenues providing greater local

autonomy over user charges and local taxes; and

2/ The World Bank paper on Economic Development and Policy Choices in the West Bank and Gaza
estimated that there was a net revenue loss to the OT of about 6% of GDP in 1991.
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() introducing more systematic and transparent criteria for allocating capital
investment funding.

1.8 Some aspects of the realignment of control over local resources--through decentralizing revenue
and expenditure control--is amenable to immediate action. While studies can be initiated immediately,
actions necessary to (i) identify a transparent legal foundation, and (i) introduce mechanisms for greater
local government financial autonomy are likely to be possible only over the medium term.

1.9 The immediate financing needs (about US$1.0 million) for local governments in the OT are for
technical assistance, training and studies for institutional change and policy development.

C. Electric Power

1.10  Available electric power in the OT is limited due to restricted supply from the Israeli Electric
Company (IEC), over-control by the Israeli anthorities and constrained financial resources. Electricity
supply per capita of around 679 kWh is low compared to countries of similar income levels—Egypt 815,
Colombia 1198, Jordan 1054, Tunisia 615, Syria 699, Turkey 893 and Zimbabwe 891-because of
artificial supply restrictions, under-investment in electricity supply and the low industrial load in the OT.
However, because of very high network losses and unaccounted-for electricity (around 20%), electricity
available to consumers in the OT is even lower than these figures suggest. Load shedding at peak is
normal in the OT and there are typically 10 or more power interruptions per month.

1.11  Electricity is supplied to the OT almost totally from the IEC power system via thirty 33-kV or
22-kV feeders supplied from IEC 161-kV step-down substations, Electric utilities in the OT operate as
departments within the various municipalities, except for the Jerusalem District Electricity Company,
(JDECQ), which supplies East Jerusalem and the immediate area. All the OT electric utilities are in poor
financial condition due to inadequate final consumer tariffs set by the Israeli authorities, outstanding
consumer accounts, the poor condition of all facilities, overdue maintenance and system losses of 20
percent or more due to the overloaded lines and equipment.

1.12  The geography of the OT suggests that the optimal organizational arrangements may be built
around four sub-systems, three in the West Bank and one in Gaza. There is also a need to create
commercially oriented utilities in the OT that are capable of meeting the future demand for electricity.
Considering that these four regions could each handle their respective distribution activities, there are
three possible forms for structuring the OT power sector:

(a) vertical integration with a single utility handling generation, transmission and distribution;

(b) a generation and transmission bulk supply utility selling to the four distribution utilities;
and

(c) a transmission utility for the OT receiving power from generation and import companies
that sell to the distribution companies.
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1.13  The form of organization and the long-term power system facilities in the OT will be influenced
by two major issues that are to be determined through the peace negotiations, i.e., the resolution of the
Israeli settlement issue and the nature of infrastructure connections between the West Bank and the Gaza
Strip. If IEC continues to supply the settlements, it probably means overlapping Israeli and Palestinian
transmission systems, which would be difficult to justify on the grounds of economic efficiency. If no
direct transmission connection is available between the West Bank and Gaza, a unified Palestinian power
system would not be possible, although one utility could theoretically serve both territories.

1.14 Some studies, training, and technical assistance, costing about US$7.0 million, can start
immediately to determine the staff development and training requirements to include, training Palestinian
staff at foreign utilities to set up appropriate commercial systems and to develop staff skills.

1.15  As soon as peace negotiations have progressed so that self government arrangements are in place,
strengthening of Palestinian utilities, studies and investments in transmission lines, and in distribution
rehabilitation, expansion and reinforcement, costing US$350 million, can proceed to relieve major
distribution system constraints, to create a transmission system, and to expand the electricity supply for
economic development in the OT. It may be possible to commence with investments needed to improve
the transmission system in the immediate term. Technical assistance requiring US$7.0 million will be
needed to define these investment requirements, complete designs, and finalize cost estimates.

1.16  When the outcome of the peace settlement is known, investment in the long-term power facilities
for the OT can proceed. There are economies of scale benefits for the OT electric utility system from
retaining low-cost IEC supply from large coal-fired 500 MW units. To ensure some degree of
independence and security of supply, low investment cost, high fuel cost, standby/peaking 100 MW gas
turbine units could be installed in the OT and operated as part of a regional system. If gas is available
from Egypt, a gas-fueled combined cycle plant could be installed at Gaza. Interconnection of the OT
power system with Jordan, Egypt, Syria and other Arab countries, while retaining the Israel-OT
interconnection, would seem a high priority. Indeed, after a peace agreement the OT could serve a
pivotal role in electricity trade between Israel and the neighboring countries, The long-term investment
requirements for power in the OT are estimated to cost US$600 million, for studies, generation and
system operation. Thus, the overall estimated cost for immediate, interim period and long-term power
investment in the OT is US$950 million.

D. Water Supply and Sanitation

1.17  Although almost ail the people in the urban areas and about half of the rural population have
access to piped drinking water, the sector faces serious problems: deteriorating water distribution
networks with losses of 40 to 60 percent in most municipalities; very low service levels in comparison
to countries with similar income levels (the average supply for domestic use? is about 62 liter per capita
per day — compared to 115 for Tunisia, 137 for Jordan, 230 for Egypt and 280 for Israel); limited access
to water; and the lack of financial resources to maintain the existing systems. Water quality problems
exist in Gaza and some West Bank municipalities. Septic tanks are used to dispose wastewater in urban
and rural areas. Most municipalities have unsatisfactory wastewater collection systems, and,

3 This figure includes system losses and unaccounted for water,
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consequently, the pollution caused by the inadequate disposal of wastewater is creating serious problems,
especially where farmers use untreated wastewater to irrigate their fields.

1.18  The supply of water in both regions depends mainly on groundwater. The aguifers extend into
Israel and are, therefore, a common resource, claimed by both Palestinians and Israelis. The restrictions

~ imposed by the Civil Administration, which determines the quantity of water available to the Palestinians
distort water demand in the OT. The allocation of water rights is essentially a political matter that can
only be resolved through negotiations.

1.19  The annually renewable recharge of the West Bank aquifers amounts to about 600 million cubic
meters. The Palestinian population of the West Bank is permitted to use about 110-133 million cubic
meters annually, Israeli settlers use about 45 million cubic meters and as aquifers extend into Israel,
groundwater has been exploited in the Israeli coastal plains up to the level of available supply. Currently,
many of the water sources are overexploited. The Jordan River water is at present unavailable to the
Palestinians.

1.20 In Gaza, the water situation is precarious since about 95 million cubic meters of groundwater are
withdrawn every year, compared to an annual recharge of about 60 million cubic meters. The share of
water use by Israeli settlers is relatively small at around 3-6 million cubic meters which is partially
compensated by supply from Israel. Over-exploitation of the aquifer has led to falling groundwater levels
and deteriorated water quality. Furthermore, groundwater quality is made worse through infiltration of
sewage, polluted surface water and solid waste leachates.

1.21  Most institutions dealing with water supply and sanitation are weak. This is due, first, to the
organizational structure of the sector and, second, to human resource constraints. The water departments
of the municipalities have to deal with a complex legal basis, inadequate managerial capacities,
bureaucratic constraints and difficulties in collecting water charges and raising funds for investments and
rehabilitation works. The Civil Administration controls the volume of water available to the Palestinians,
which has substantially limited their water use.

1.22  There is a need to restructure the sector to create financially autonomous water and waste water
utilities with clear commercial and service objectives. Consideration should be given to merging some
of the small municipal water departments into larger subregional companies to take advantage of
economies of scale. There is also a need to create an association of water utilities to begin the process
of developing a coherent strategy for water and wastewater sector development and to start assessing
sector-wide operational and investment priorities and the future organizational structure. Technical
assistance will be required for both the utility restructuring and the initiation of an association with a
coherent and achievable work program.

= 1.23  Practically, all water supply and sewerage systems are in need of rehabilitation and expansion.
As a systematic assessment of the investment needs does not exist, only a tentative cost estimate could
. be prepared for bringing the services to adequate levels. The total investment cost is estimated to reach
about US$500-600 million. The most urgent needs are improvements in the quality of the water supply
in Gaza (reduction of groundwater extraction and intrusion of pollutants), the rehabilitation and expansion
of water supply systems in the West Bank, and projects to reduce pollution. This investment program
should be designed according to technical, economic and financial criteria. Furthermore, pricing policies
need to be implemented to encourage the efficient use of this scarce commodity, mobilize resources to
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finance investment, and ensure that low income households have affordable water for their basic drinking,
cooking and personal hygiene needs. Immediate technical assistance is needed to define immediate
rehabilitation needs and to prepare investment programs and project designs for investments to expand

water supply and treat wastewater to improve the quality of the environment and make treated water
available for agriculture.

E. Transportation

1.24  Existing transport facilities of the OT are inadequate to provide a cost-effective service to the
region and to realize its full development potential. While the length of road networks per capita is
typical of a country with similar per capita GDP, but less than other countries in the region, the physical
condition of the roads serving the Palestinian population has deteriorated to the point where the assets
will be lost unless immediate action is taken to rehabilitate them. Although since 1967 there have been
developments in transport infrastructure, the orientation and coverage of these have been primarily in
response to the Israeli security needs and the needs of the Israeli settlements to be fully integrated with
the economic and social structures in Israel. As a result of these Israeli policies, thers are currently two
weakly connected road networks in the OT: one well-designed and high standard road system linking the
settlements with major centers in Israel, and another that is largely neglected and poorly maintained,
serving mainly the Arab population. Roads in the OT designed to meet mainly Israeli needs are also
available for the use of the Arab population within the OT. Roads between the OT and Israel are also
available depending upon Israeli security-related permits and constraints .

1.25  The total length of the road networks in the West Bank and the Gaza Strip are 2,000 km and 168
km, respectively. The networks consist of main, regional and local roads. The main road network which
was largely constructed before 1967, is about 700 km in length, serves the major population centers. It
forms a grid with two north-south corridors and four east-west corridors. The regional network, about
500 km in length, is also oriented on north-south and east-west axes. The local road network, about 800

km, connects smaller communities and provides access to the regional and main networks. In addition,
about 880 km of agricultural roads serve farming communities.

1.26  In terms of the ratio of the length of the road network to population (a standard comparative
indicator for determining the degree of access provided by the existing road facilities), the accessibility
of the road network in the OT (1.2 km per 1000 population) is less than any other country in the region,
with the exception of Egypt--1.4 for Jordan, 2.0 for Syria and 0.6 for Egypt. By comparison, Israel
which has a greater per capita GDP, has nearly two and a half times the road network of the OT per 1000
population (2.75 km compared to 1.2 km).

1.27  About 40 percent (760 km) of the road network in the West Bank is in a very poor state requiring
immediate rehabilitation if the system is not to be lost. Many sections of the network need to be
improved through pavement strengthening. Several sections of the system need to be upgraded through
improved vertical and horizontal alignments. Furthermore, about 11 percent of the network (210 km)
also requires extensive repair work and maintenance.
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1.28  The condition of the urban networks is also very poor. Only a small portion of the local revenues
collected through various road-user charges, mainly the tax on gasoline, are returned by the Israeli
authorities to the municipalities to improve infrastructural facilities, including the road network.? As a
result, roads in all municipalities lack adequate marking, lighting® and the capacity to serve the needs of
the population. Traffic jams are a common occurrence in town such as Nablus and Ramallah.

1,29  Enterprises providing road passenger and freight services are operating under extremely difficult
conditions. The controls and rules imposed on them by the Israeli authorities, coupled with the lack of
credit facilities and high cost of spare parts, have put many of them under financial duress; in recent
years several enterprises have left the industry creating a vacuum, in passenger services in particular.

1.30 Improvements needed to bring the transport sector to a level which could support future
Palestinian economic and social activity require a well-coordinated strategy to (a) develop an effective
institutional capability; (b) train experts and professionals capable of formulating efficient sector policies;
and (c) mobilize adequate funds to implement the urgently needed rehabilitation and selective capacity
expansions.

1.31 In the immediate term the focus should be placed on training activities to begin the process of
institutional building and on rehabilitation/repair of municipal roads. Core staff capable of undertaking
analytical work to determine priority rehabilitation works and designing projects should be established.
The training activities to be carried out within this time frame would require an initial commitment of
about US$1.5 million. Another US$4.5 million is needed to start feasibility studies for road rehabilitation
and expansion projects to be implemented in the interim period.

1.32  In the interim period, extending over a period of about five years, the priority road rehabilitation
and selective capacity expansion works identified in the earlier stage should be carried out although some
modest initial investments may be undertaken in the immediate term. Based on the latest unit cost figures
from the Jordanian experience, it is roughly estimated that the rehabilitation/expansion program would
require about US$330.0 million. During this time frame, feasibility studies should be initiated to assess
the economic and financial viabilities of major transport projects. Among such projects, the expansion
and rehabilitation of the Qalandia airport appears promising from an economic standpoint and would
justify a feasibility study. However, the airport is in Israeli annexed East Jerusalem and an identified
project could only be implemented after bilateral negotiations to resolve the status of airport land, or to
arrive at a special solution such as the Basel-Mulhouse airport which serves Switzerland and France. In
addition, selective capacity expansion in certain segments of the main road network should be subjected

to feasibility studies. In the interim period, efforts to build an adequate institutional capacity need to be
continued.

1.33  The specific long-run financial requirements of the sector cannot be determined with any degree
of confidence at this time. However, it appears likely that major regional projects serving the growing
international traffic will prove to be financially and economically viable. These projects need to be
subjected to technical, financial and economic analyses to determine the extent of those facilities that

4/  This is apparently based on pre-existing Jordanian law, where a portion of the fuel tax is earmarked for
municipal finance.

5/  Some streetlighting was destroyed during the intifada,
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would be located within the OT. It is roughly estimated that the sections of such regional transport
projects that fall within the OT would require about US$100.0 million. In addition, development of
Qalandia airport, if found economically, financially and politically viable, will require about US$250

million. Rehabilitation and selective capacity expansion of the road network will also need about U5$150
million.

F. Solid Waste

1.34  The present arrangements for collection and disposal of solid waste in the OT are not satisfactory
from health, local public service delivery or environmental points of view. Although all urban
communities in the OT have a refuse collection system in place, the present level and quality of service
leaves many households with sporadic collection and most communities with significant improper and
unsafe disposal, including considerable random dumping where collection is not undertaken regularly.
At present there is no sanitary landfill site in the OT for municipal wastes, leaving all refuse to be
disposed of by less than safe methods.

1.35 The poor performance of solid waste services is due largely to a system that divorces
accountability for service delivery from the authority to raise resources to pay for it. Fees and charges
for solid waste collection are set at uniform, and probably inadequate, levels throughout the OT. Since
local authorities can not charge more for better service (and its not clear that residents would pay more
under the existing government arrangements), there is little means or incentive to improve the situation.
Once some credible authority to organize and charge for solid waste collection is vested in the local
governments, we would expect this situation to change.

1.36 There are numerous technical and institutional arrangements for collecting and disposing of
municipal solid wastes. Some options involve considerable participation from private firms and even
citizens themselves. Each local government will need flexibility to work out the best collection system
that its citizens want and are willing to pay for. The disposal system is different, however.
Environmentally sound disposal requires large and costly facilities, such as sanitary land-fill sites where
there are considerable economies of scale and complex management and financing arrangements required.
Studies are urgently needed to determine the most appropriate disposal solution and carry out engineering
designs and institutional arrangements and cost recovery mechanisms. Some immediate investment in
equipment to clean up urban areas is needed and investment over a 5-year period in sanitary landfills and
transfer facilities is likely to amount to about US$100 million.

G. Housing

1.37 Housing is an economic sector in the OT accounting for significant shares of employment,
investment and privately held wealth. Because of the virtual absence of public housing and strong private
construction sector, the OT are well positioned to develop a modern housing policy. A basic strategic
choice is whether the supply of housing should be left to the private sector, as Lebanon and Jordan have
largely done, or whether to adopt a public sector role as in Israel and Egypt. International experience
suggests that policies involving direct public provision of housing seldom work. Public housing tends
to be expensive, unresponsible to public preferences and limited by financial constraints to provide shelter
to only a small fraction of the population. Given the limited financial resources likely to be available to
the Palestinian authorities and the traditionally effective private supply of housing, the strategy should
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be to create a well functioning housing sector, not to use housing to create a welfare system. Issues of
access of low income households to adequate shelter should be dealt with by carefully targeted transfers
to families, rather than overall subsidization of the housing sector.

1.33 Demand for housing has been strong and will likely grow if the peace process is successful.
Although public authorities need to prepare for the possibility of migration, a responsive housing supply
system in the OT will be essential to accommodating the highly uncertain future demand. Supply side
problems in the sector include, inter alia, generally cumbersome and cost-increasing regulations in the
land and building area, but also weak infrastructure supply capability, minimal finance for either builders
or their customers, and specific regulatory bottlenecks, some of which pre-date Israeli administration,
such as a binding rent control law that makes provision of rental housing unattractive. The strong
demand and unresponsive supply system result in relatively expensive land, construction and housing
prices in the OT compared to comparator countries.

1.39  The strategy for reform is to make the housing and urban land markets in the OT function better
so that the resources invested by households produce as much housing as possible. Specific reforms
recommended in Chapter 7 of this report address facilitating housing supply through better regulation of
land and housing development, provision of infrastructure for residential development, and support for
improving the organization of the building industry. Broadly based housing demand should be stimulated
by developing better property rights, creating an efficient program of assistance for the poor and
developing mortgage finance. There is also the need for a new institutional framework for managing the
housing sector in terms of making and implementing better policies.

1.40  The appropriate strategy for assistance should start with studies of key reforms and the technical
assistance to develop policies and institutions to carry them out. The larger investment role for the public
sector should be in the provision of infrastructure as described elsewhere in this report.

H. Public Utilities

1.41  Public utilities provide infrastructure services in a market where competition is weak or non-
existent for technical reasons. In the OT, the existing public utilities are in the electricity, water and
telecommunications sectors. Sector specific aspects of the organizational structure of the electricity and

water sectors are discussed in Chapters 3 and 4. The following paragraphs deals with generic issues that
cut across sectors.

1.42  Well functioning public utilities are essential to implement and operate investments on the scale
needed in the OT in the future. For the period after a peace agreement, the authorities responsible for
the OT will have to decide on how the ownership of utilities should be structured, and how the regulatory
and policy making roles should be organized. The legal framework of these arrangements also will need
to be established, taking account of the special circumstances of the OT.

Ownership Arrangements

1.43  The present ownership arrangements consist of two quasi-private utilities (Jerusalem District
Electricity Company, Jerusalem Water Undertaking), municipal electricity and water departments, the
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Civil Administration telecommunications department, and the Israel Electric Corporation and Israeli water
authority (Mekhoroth) which supply in bulk to Palestinian utilities and distribute to the Israeli settlements.

1.44  International experience has demonstrated that central government or municipal departments are
a poor form of organization for public utilities. Utilities which are revenue earning are capable of
financing a significant portion of investment from their own resources and servicing debt or equity used
to finance the remainder. Management can perform better when its mandate is clear, it is free from
political interference and is accountable for meeting quality of service and financial objectives.

1.45  To provide a sound basis for autonomy, accountability and efficiency, we recommend that
commercially oriented utility companies be established. Municipal governments should disengage from
the direct provision of water and electricity, to an indirect role of owner (shareholder right to appoint
board members etc). In principle, local governments could receive dividends from their equity in utilities
which could be used to fund local government services, but the magnitude of such financial flows could
be small in the medium term as resources are channelled to new investment.

1.46  Since the legal framework governing the OT after a peace settlement is not yet clear, the simplest
legal basis for new reconstituted utilities would be the prevailing companies law. Establishing utilities
as joint stock companies under normal commercial law, in most cases with the shares held in the public
sector, has other advantages too. First, it provides a framework for enterprise autonomy and commercial
orientation. Second, it makes future partial or total privatization straightforward through sale of shares
through the capital market without necessarily requiring special legislation.

1.47  Some of the problems of poor public utility performance in other economies have been due to
the concentration of the ownership, regulatory and policy-making roles in one government ministry. To
enable the new Palestinian utilities to avoid such problems we recommend first, separating these roles
among different institutions, and second, spreading the ownership (share holdings) as widely as possible
among different municipalities, other official or administrative agencies, pension funds, etc.

Regulation of Public Utilities

1.48  In order to prevent abuse of potential monopoly power most countries regulate public utilities to
prevent over-charging and price discrimination that lacks an economic basis, and to ensure that service
provision and quality of supply obligations are met. There are three main approaches to regulating public
utilities that might be considered:

(a) regulation through a contract or concession that stipulates obligations regarding supply
and sets out a basis for adjusting prices, often through a formula, Variants of this type
of regulation is practiced in France (water) and in the United Kingdom;

(b) a commission which reviews proposed price increases on a case by case basis, often
making judgements concerning the prudence of management decisions (e.g. investments)
that influence the price level. This form of regulation is common in the United States;
and
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(c) supervision of the utility by a sector ministry staffed by technical experts who can review
investment programs, procurement decisions and financial performanca. These
arrangements are COmmon in developing countries and approximate the existing situation
in the OT where the Civil Administration is the de facto regulator.

1.49  Of the three alternatives, the third has rarely led to an efficient, financially viable utilities sector.
Decisions on pricing become subordinated to short term political pressures, ministers become utility
managers rather than policy makers and the investment/procurement decision process is sometimes
corrupted. The second alternative, while a viable option, requires a heavy administrative burden,
regulators who are credible, and sometimes a cumbersome legal process. The first alternative, while
simpler to implement, may be less flexible in adapting to conditions that were not foreseen when the
contract was agreed. It may also induce undesirable behavior, e.g. lack of maintenance and investment,
towards the end of the contract.

1.50  In both alternatives, the relation between the governing authorities and the regulators should be
defined and limited by law, i.e. regulators would act on the basis of principles defined by law, with no
intervention by the political authorities in specific decisions. To ensure their independence, regulators
would be appointed on renewable fixed term contracts with strictly limited and defined grounds for
dismissal.

1.51  When the governing arrangements for the OT after a peace agreement become clearer, the
responsible authorities will need to commission a study to design a regulatory system. Issues that such
a study might examine include:

(2) whether to have one regulatory body for all infrastructure sectors, e.g. electricity, water,
waste water, telecommunications, irrigation water, public transport, etc, which would
effectively utilize scarce Palestinian resources in regulatory matters, or whether to
establish sector specific regulatory bodies which might become unduly influenced by the
firms they regulate;

(b) the relation between regulation of the infrastructure sectors and the potential need for an
organization to promote competition generally;

(c) whether regulation of water resource use should be carried out within the infrastructure
framework, included with environmental management, or have a separate institution
insulated from agricultural and urban users;

(d) the basis for setting prices, i.e. based on company submissions of costs, or perhaps more
appropriately, based on an initial average price indexed for general inflation, adjusted for
real productivity gains, or increasing water scarcity;

(e) the extent to which major investment and procurement decisions can be devolved to
companies that have a majority public sector share holding; and

(f) arrangements for funding the regulatory function, e.g. through a fee on the ETOSS
revenues of the regulated companies.
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Policy Making Institutions

1.52  The institutional model outlined above would devolve most of the responsibility for the delivery
of infrastructure services to the companies and regulators. An important role for the political or
governing authorities would remain in strategic planning, policy making, overseeing the implementation
of laws, international relations, etc. Because of the small population of the OT and the need to channel
resources to development that promotes rising living standards, the equivalent of large sectoral ministries
would not seem a high priority. Indeed, there would appear to be a good case for having "ministries”
which cover several sectors. Further analysis on institutions for policy-making is inappropriate at present
since the governing arrangements for the OT after an initial peace agreement are not yet clear.

Technical Assistance

1.53  To define the institutional basis of public utility ownership and regulation, immediate technical
assistance amounting to about US$1.0 million would be required. During the implementation period
another US$1.5 million would be required to provide specialized technical assistance for specific tasks,
e.g. drafting legislation, preparing legal documents, designing price adjustment formulas, etc.

I. Role of the Private Sector

1.54 In view of the large magnitude of financial resources that will be required for infrastructure in
the OT, the limited experience of managing facilities on the scale required, and the poor performance
record of public sector infrastructure provision in developing countries, we would recommend that first
consideration be given to the private sector alternative where this is institutionally viable and cost
effective. However, given the history of the region it is probably unrealistic to expect massive private
sector investment in infrastructure in the short term. Nevertheless, there may be possibilities to bring

in the private sector as an operator, e.g. through performance based management contracts and through
leasing or the French affermage model.

1.55  Immediate priorities for private sector participation include construction services where the private
sector is already involved; i.e.:

(2) housing where the private sector is already strong and where the world-wide record of
public housing programs is poor;

(b) road maintenance and construction where some expertise exists and where international
experience indicates lower costs from the private sector than direct labor organizations:

(c) construction and rehabilitation of electricity and water networks;

1.56  The first priorities for private sector investment in infrastructure services would be: (a) public
transport, buses as well as taxis; (b) solid waste collection; and (¢) telecommunications, where Palestinian
experience is limited, economies of scale are now reduced due to technological change, and where there
may be strong interest by the private sector.
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1.57  For the longer term when there is a stable regulatory and political environment, private sector
involvement should be considered firstly in electricity generation, particularly for any regional plant,
especially using technologies with low capital cost, e.g. gas turbines or combined cycle; and secondly,
. for electricity and water utilities where there is already some private ownership and where this could be
gradually increased if conditions permitted and if the utilities were established under companies law (see
para. 1.47).
1.58  Necessary conditions for private sector involvement in the provision of infrastructure services
include a transparent regulatory and legal arrangements in a general policy environment conducive to
private sector investment.

1.59  Some of the political problems involving regional infrastructure might be defused if regulated
private companies were involved in trading with both sides. Profitability, commercial and contractual
matters rather than political questions, would be of paramount interest to private companies.

J. Environment and Natural Resources

1.60  While quantitative data is not always available, there is evidence of environmental degradation
in the OT that affects the quality of life and future economic development:

(@ water quality is deteriorating due to infiltration of sewage, solid waste leachates and
agricultural chemicals. Water quality in Gaza fails to meet international ruidelines
(chloride content 200-1000mg/l, 77% of wells with nitrate concentrations greater than
50mg/l and 44% greater than 100mg/1) while although water quality in the West Bank
is generally satisfactory at present, sewage infiltration creates local problems.
Nevertheless, the rate of dysentery is high on the West Bank with a 1991 case rate of
246/100,000;

() water resources are being depleted in Gaza, while present consumption in the West Bank
by Palestinians, Israeli settlers and in Israel is near the level of the renewable supply but
many water sources are overexploited (see paras. 20-21);

(c) solid waste collection and disposal is very inadequate. Piles of trash facilitate the
transmission of disease and lead to groundwater contamination and air pollution when
trash is burned;

(d) while air pollution is not generally a serious problem at present, there is potential for
local problems, particularly in towns located in valleys;

™ (e) the soil cover is fragile and prone to erosion; and
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H some of the oldest human settlements exist in the OT. Three major religions have
important associations with the territory and the area has been central to the history of
the Eastern Mediterranean. Consegquently the OT are rich in cultural property which
could be lost or damaged under accelerated economic development. Measures would

need to be put in place after a peace agreement to prevent loss of cultural property from
the OT.

1.61  The high population density in Gaza, which could increase after a peace settlement, and the
limited and fragile resource base mean that increased economic activity after a peace settlement could
have undesirable environmental consequences. Under the occupation economic activity in the OT has
been constrained. A high proportion of income has come from Palestinians working in Israel and
industrial activity in the OT has been minimal. Furthermore, the Israeli authorities have implemented
strict land use controls and measures that have protected the environment and antiquities that might not
be in place after a peace agreement.

1.62  Because of the potential for increased stress on the environment after a peace agreement there is
a need to prepare a strategy for environmentally sustainable development that would lay out a plan of
action for environmental protection and natural resource management and define the institutional basis
for environmental coordination and monitoring. Technical assistance amounting to about US$$500,000
would be required to prepare and environmental action plan that would need a high level of public
participation. An embryonic environmental management organization would require about US$1 million
per annum of technical assistance during its first 5 years of operation.

K. Estimated Investment

1.63  The total immediate financial need in the various infrastructure sectors is estimated at about
US$25.5 million (commitments in 1993 prices) for studies, technical assistance and training that could
take place before a peace agreement, but in many cases would require the approval, or at least
acquiescence, of the Israeli authorities. For the medium term period, after a peace agreement has been
signed which removes most political constraints, financial requirements for improving the infrastructure
sectors would amount to about US$1,100.5 million with the emphasis shifting from technical assistance,
US$40.5 million (4 percent) to investment, US$1,060.0 million (96 percent). These figures are very
preliminary and would need to be confirmed through rigorous feasibility studies. Investment needs for
the long term period are somewhat speculative and could amount to US$1,300 million in 1993 prices.
In the medium term, investment would be mainly in the water and sanitation and highways sectors, while
in the long term there would be a shift towards power and transport as regional projects become more
politically feasible after a permanent peace agreement is implemented.
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Infrastructure Sectors
Summary of Financial Needs
The West Bank and Gaza Strip
(US$ million, constant 1993 prices)
Immediate Term Interim period Long Term
Category {eommitments 1o end 6/94) (7/94-6/99) (7/99-6/04) (3)
Physical Investments:
Wter & Waste Water (1) 280.0| 200.0
Transport 330.0 500.0
Pawer 350.0 600.0
Salid Waste 100.0| 0.0
Sub-total 1,060.0 1,300.0
Studies & TA:
Water & Waste Water 5.0 10.0 0.0
Transport 6.0 12.0 0.0
Power 7.0 7.0| 0.0
Solid Wase 1.5 0.0 0.0
Local Government & Public Administration (4) 1.0 3.0 0.0
Housing (2) 0.5 2.0 0.0
Institutionsl & Regulatory Framework for Public Utilitics 1.0 1.5 0.0
Enviroamental Action Plan and Managemeant TA 0.5 3.0 0.0
Sub-total 25.5 40.5 0.0
Total 25.5 1,100.5 1,300.0

Notes:  The sbove investment figures should only be construcd as tentative. They arc based on preliminary estimates. Figures
shown are commitments within the period indicated, Disbursements would follow commitments with a lag of several

montha,

(1) 'The Water and Waste Sector investment figures arc based on preliminary cstimates indicating that sbout US$500-600
million would be needed 1o provide adequate water and sanitation service.

(2}  Fhysical Invesiments in the Housing Sector to be financed by the Private Sector.

(3} Long term investments may require resolution of political issues during bilateral negotistions,

(4)  For ine imerim pericd, see PSD report:  US$3.0 million for Development of Public Adminisiration capacity.

Sources: World Bank mission sstimates
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LOCAL GOVERNMENT AND PUBLIC ADMINISTRATION

- A. The System of Local Government

2.1 During the transition period after an initial peace agreement local government! will play a critical
role in improving the delivery of urban public services. This chapter highlights some of the dimensions
of the present situation of local governments in the OT and suggests priorities for reform. Local
authorities in the OT consist of a large number of small units. In the West Bank there are 25
municipalities and some 87 village councils. The two large municipalities of Nablus and Hebron have
populations of about 100,000 and 80,000 persons respectively. The average population of the remaining
23 municipalities is only 13,000, or about two thousand households. Village councils are much smaller.
In addition, Gaza has four municipalities with an average population of just over 100,000, and nine
smaller village councils.

2.2 Although the West Bank and Gaza have somewhat different legal status at present their past
history has seen similar changes in the legal foundation of the local authorities. Until 1922, the area fell
under Ottoman law, There were two tiers of government: central and local, From 1922 to 1948, the
area was governed by Great Britain under a League of Nations mandate. After 1948 armistice lines
delineated Israel, and the areas of Gaza and the West Bank emerged as residual territories from within
Mandate borders. From 1948 to 1967, the Gaza strip was held "in trust" by Egypt. The practical
implication of this status was that Gaza was not subject to the legal foundation governing the rest of
Egypt. During this same period, the West Bank was incorporated as part of Jordan. The situations of
the two territories were not similar in that Jordan considered the West Bank to be part of its territory:
as such, the West Bank was fully subject to all Jordanian laws. Since 1967, the pre-existing body of law
has been amended by military orders. Israeli settlements are administered under Israeli law. The

Ministry of Defence of the Israeli Government has the overall responsibility for ensuring law and order
in the OT.

23 Public administration for the OT is handled by the Israeli Coordinator of Government Activities
assisted by the Civil Administration (CA). The CA has overall responsibility for the promotion of
economic development and improvements to some basic infrastructure and public services in the OT.
It is the policy of the CA to include Palestinians in the activities of the CA. Approximately 21,000 out
of 22,000 employees of the CA are Palestinian residents of the OT.

2.4 The CA has a broad organizational structure for administering many aspects of civilian life in the
OT (see Annex 2.3). The main activities of the CA are grouped as "economic", "infrastructure” and
=social services”. Smaller offices for finance, manpower and comptroller activities are coordinated directly
by the head of the CA. Public administration in the OT will require that many of the functions presently
, managed by the CA continue in the future. The Palestinian employees of the CA therefore provide a
sound human resource base for the continued supply of public services.

1/ See Annex 2.1 for the definition of *local government' in the OT as used in this context.
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2,5  The basis for division of responsibility betwesn the CA and local governments is not explicit in
all cases. Generally, however, municipalities deliver power, water, solid waste and local road services.
Some municipalities also deliver other miscellaneous services (e. g. market, slaughter house, library, fire
services). Many municipalities operate water and power utilities. In Gaza, some municipalities also
operate separate sewerage utilities,

2.6  The CA takes principal responsibility for delivering education, health and inter-city road services.
It hires and pays teachers and health workers, and builds necessary facilities. In addition, the CA assists
municipalities — in the form of capital grants -- in building water, sanitation and other facilities.

B. Legal Framework

2.7 Since 1967, the territories of both Gaza and the West Bank have been subject to Israeli control.
Under international law, they are not considered as part of Israel, and as occupied territories are subject
to military control. The result is that it is currently difficult to discern a single integrated legal
framework applicable in the OT. Much of the confusion is attributable to a series of over one thousand
military orders generated since occupation which govern activity in the OT.?

2.8 Although the ambiguous legal framework for local government in the OT does leave room for
various interpretations of responsibility it is not the clarity of jurisdiction which is the main problem.
Instead the lack of a unified and transparent legal framework, in the present political environment, gives
extensive discretion over application and interpretation of laws and regulations to the CA. The scope for
local decision making power is unclear and proposals by local governments or individuals (e.g. on
investments) have uncertain outcomes. The responsibility of local government is circumscribed, such that
permission or denial of a permit, or the decision to change a local public service, is subject to referral
to higher levels of authority.

C. Control Over Revenues

2.9  The structure of financing local government in the OT is fairly simple. Ordinary income is
composed of "own" taxes and fees of local government plus a transfer from the CA (details are in the
Annexes to this chapter). Ordinary income is used for expenditures of a recurrent nature and for O&M
of the local governments. Extraordinary income is the capital budget which comes almost entirely from
the CA as a grant transfer. The third category is enterprise income which is related to the operation of
some local utilities such as water and electricity.

2.10  Although there is no detailed study of local government finances for the OT, the mission was able
to gain sufficient insight to suggest where reforms might be needed. First, the low level of own resource
income to local governments appears to be coupled to an extraordinarily tight control on virtually all
aspects of local government finance. In addition to approving all local budgets, the CA collects property
and other indirect taxes, regulates almost every rate and fee which municipalities can levy and controls
municipalities personnel complement and appointments. The extensive controls themselves certainly

2/ Coon, p 40, puts this at 1,300 published (unknown number of unpublished)
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discourage local initiative and the tight regulation of fees and taxes discourages any particular jurisdiction
from responding to its citizens desires for more and better public services even where the willingness to
pay exists.

2.11  The response of local authorities to the very modest resources within their control is to transfer
revenues from municipal enterprises. As shown in the following graphs both Gaza and West Bank

municipalities rely heavily on the surplus from enterprises. In Gaza approximately one-third of the
“ordinary” expenditure was financed from "establishment" income. In the West Bank the share was

approximately one-fifth. This means that utility charges significantly subsidize other services throughout
the OT.

D. Allocation of Capital Funding

2.12  The third anomaly in the local government financing system is related to the system by which
capital investments are selected and financed. Most local governments rely almost completely on CA
transfers for capital investments. This would not be a serious problem if the system for selecting
investments were more accessible and transparent to local authorities and the funding were more
predictable. The mission was told that the actual amount of the transfer was not known until well into
the budget cycle due to the "closed loop" system of ensuring that investment is always balanced by
finance from CA collections. And, as noted, the criteria for receiving a capital transfer is not openly
publicized or known among the municipal authorities leading to suspicion and even neglect of the process.
The reasons for the observed trend of declining capital transfers in Gaza and rapidly increasing omnes in
the West Bank are impossible to analyze from the information made available to the mission.

DISTRIBUTION OF LOCAL INCOME AND EXPENDITURE: GAZA
(AVERAGE FOR 1988/89 - 1990/91)
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Figure 2.1
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DISTRIBUTION OF LOCAL INCOME AND EXPENDITURE: WEST BANK
(AVERAGE FOR 1988/89 - 1990/91)
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Figure 2.2

E. Priorities for Strengthening Local Governments in the OT

2.13  Steps can be taken to remove some of the distortions arising from the situation described above.
Efforts to foster effectiveness of local governments should be linked to four objectives:

(a) identify and implement a rational legal foundation which clearly assigns an appropriate
degree of local discretion over issues of local interest;

(b) implement a more appropriate assignment of revenues providing greater local autonomy
over user charges and local taxes;

(c) introduce more systematic and transparent criteria for the allocation of capital investment
funding.

2.14  Local governments in the OT are neither very robust nor particularly effective under current
arrangements. Municipalities operate within a complicated — and sometimes over-regulated — legal
framework. They deliver limited services of inadequate quality to residents and have constrained
resources. Although no assessment of the manpower needs of local governments was undertaken, it is
logical that significant investment in their human resources will be needed in the near future. There will
also need to be investment in basic local public facilities and a survey to determine the present status and
future needs would be appropriate. Further, the control which they can exercise over resources they do
have is closely circumscribed. Actions — primarily studies and technical assistance — which can be taken
immediately to move towards each objective are briefly summarized in Table 2.2.
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Table 2.2: Studies and Technical Assistance for the
’ Local Government rint
~ Actions that can be
taken immediately to: Description
Identify Legal Study: Analysis of current legal framework for local
Foundation governments, with emphasis on users’ roles and inter-

Jjurisdictional conflict resolution.

Enhance Authority Study: Consistent with recommendations for water and

to Control Resources power sectors local governments should devolve
these departments into individual utilities. Consequently,
a new revenue basis for the local government should
be established. Preliminary analysis of revenue
systems—including yield estimates—to determine which
revenue sources can be fully assigned to local governments
in the medium term.

Clarify Accountability Study: Service-specific analysis of current relation batween
suppliers and demanders. Should include analysis of
possibility for supply- and demand-side associations across
municipalities (joint service councils).

Technical Assistance: Initiative — in coordination with

local NGOs - to assist larger municipalities in identifying
users’ demands for local services (e.g. rapid assessment, design
of complaint systems, identification of coping techniques
currently in use). Experience can then be disseminated to
smaller municipalities.

Human Resources Training should be organized for the employees of local governments
Development and the public administration (see also PSD report)¥ of the OT. The
range of programs should include overall management of urban
- services, modern techniques of financial planning and budgeting as
well as appropriate technical instruction.

Total Cost US$1,000,000

1/ US$3.0 million for Development of Public Administration Capacity.
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Local Government Notes

Urban jurisdictions in the Occupied Territories (OT) are classified as either municipalities or
village councils, For Israeli settlements in West Bank and Gaza local councils exist. The basis for
differentiation among jurisdictions is population. For presentational simplicity, all urban jurisdictions in
the OT are referred to in this chapter as 'municipalities’ — and it is these units which are the local
governments of interest.

All Tables and figures reflect best approximations, and are derived from data drawn from three
sources. Local tax data are taken from detailed breakdowns of municipalities’ budgets. 'Central’ tax
data such as income, VAT and customs are taken from tables provided by the Civil Administration. GDP
estimates used are those provided by the Civil Administration.

Budgetary data used in Figures 2.1 and 2.2 are detailed below.

Income & Expenditure
Municipalities in OT
(NIS thousands)®

2R/ R9/90 90/91
Gaza
Income:
Ordinary 9,189 8,733 8,047
Establishment 34,144 43,627 52,322
Extraordinary 10,692 9,960 7,287
Expenditure:
Ordinary 14,154 14,824 13,930
Establishment 28,680 42,025 48,409
Extraordinary 10,337 8,345 7.207
West Bank
Income:
Ordinary 17,830 21,292 24,607
Establishment 28,736 36,052 49,421
Extraordinary 2,950 6,209 13,417
Expenditure:
Ordinary 24,685 27,674 32,103
Establishment 19,622 39,114 47,532
Extraordinary 5,801 4,840 8,500

¥  Nominal terms, taken from annual publication on OT (various issues), Central Bureau of Statistics.




Chapter 2

Annex 2.2

WEST TOTAL
GAZA BANK OT

1989/90 (current) million NIS

Income Tax¥ 45.0 64.0 109.0
Customs? 1.0 54.0 55.0
V.A.TY 18.0 51.0 69.0
Health (CA) Fees? 5.0 26.0 31.0
Other (CA) Fees? 59.0 99.0 158.0
Local Fees & Taxes® 8.0 14.9 22.9
Establishments? 43.6 36.1 79.7

TOTAL 179.6 345.0 524.6

ESTIMATED GDP 921.3 2521.3 3442.0
Total Gov't Revenue

as a percent of GDP 19.5 13.7 15.2
Local Fees & Taxes

(w/ Establishments)

as a percent of GDP 5.6 2.0 3.0
Local Fees & Taxes

(w/o Establishments)

as a percent of GDP 0.9 0.6 0.7

Local Revenue
(w/ Establishments)
as a percent of Total
Gov't Revenue 28.8 14.8 19.6

Local Revenue
(w/o Establishments)
as a percent of Total
Gov't Revenue 4.5 4.3 4.4

Own-collected Revenue
(w/0 Establishments)
as a percent of Local
Fees & Taxes 3.9 n/a

L

i

Taken from "Budget of the Civil Administration’, letter dated March 1, 1993.
Taken from istical Abstract of Israel, Central Bureau of Statistics.

See Table 2, chapter on Public Finances in OT.
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3
ELECTRIC POWER

¥ Introduction

«3.1 This chapter describes the electricity supply situation in the OT, offers recommendations for
organizing an independent OT power sector following a peace settlement and provides estimates of the
investment needed to establish a strong OT power sector. Most OT electricity is supplied in bulk to the
OT from the Israel Electric Corporation (IEC) and sold by local distributors since the Civil
Administration (CA) and IEC closely control planning, construction and operation of the OT power
systems. IEC facilities and operations are described below as a basis for understanding the electricity

GDP (US$) per capita vs. Bedlricity Production (kWh) per capita, 1988
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Figure 3.1

supply to the OT (also see Map—). As Figure 3.1 shows, electricity production per capita in the OT
is relatively low compared to other countries with similar income levels.

3.2 The power distribution systems in the OT are all operated by municipalities, except those

supplying Israeli settlements and the Jerusalem District Electricity Company. All of these systems, plus

the IEC supply to the Israeli settlements in the OT, account for a total load of only 220 MW, compared
*to 2 5,100 MW peak load on the total IEC system. From the IEC perspective, electricity supplied to the

OT is only 4 percent of IEC demand and is rather insignificant . From the OT perspective, the present
. level of electricity supply is limited in relation to a population of about 2 million.

33 The power supply systems in the OT can be divided into four regions: (i) North, centered on
Nablus, (ii) Center, around East Jerusalem, (iii) South, centered on Hebron, and (iv) Gaza, covering the
Gaza Strip. The following table summarizes the electricity supply sitation in these four regions.
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. Table 3.1: Electricity Supply, 1992
Gross ’
Region Population | Consumers | Consumption | Peak | L.F. Villages Not | Losses
1000 1000 GWh MW % IEC on % ’
Feeders Grid
North 467 40 120 25 55 7 110 20
Central 400 87 500 70 82 T - 18
South 340 38 100 20 57 5 28 20
|| Gaza 711 66 370 55 77 11 - 20
i Total 1918 231 1090 170 73 30 138 19
Israeli Settlement
and 60 Villages
Supplied by IEC
(est.) 50

3.4 Some features of the OT electric power sector are presented in Table 3.1 and below:

(a) there are still 138 Palestinian villages that either have no electricity supply or have only
part-time supply from isolated diesels;

(b) electricity production is low in relation to per capita income at about 620 kWh per capita
(in 1992), less than that in neighboring Jordan (1054), Egypt (815) and Syria (699) (in
1988). However, actual consumption by consumers in the OT is significantly lower than
620 kWh per capita due to higher distribution losses (18-20 percent) than neighboring
countries;

©) about 153 Israeli settlements with a population of about 135,000, or about 7 percent of
the population of the OT, account for 23 percent of the total OT load;

(d) the average load factor! is unusually high at 77 percent, even though industrial
consumption is only 9 percent compared to 30 percent on the IEC system. This reflects -
suppressed demand amounting to 30-50 percent of the unconstrained demand; and

1/ Load factor (LF) is the ratio of average to peak demand calculated by the formula
LF(%) = energy delivered (GWh) X 100

maximum demand (MW) X 8.76
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(e) distribution losses are high at 20 percent reflecting the small conductor sizes, the
overloading of transformers, the long lengths of feeders and the general network
overloading. By comparison, in 1991 distribution losses amounted to 10.8 percent in

- Jordan and both transmission and distribution losses were only 5.4 percent in Israel.

A. The Present Electricity Supply in the OT

Israel Electric Corporation (Ltd.)

3.5  IEC started in 1922 as a private power company under a concession from the British mandate,
which expires in 1996. The Government of Israel, which now owns IEC, is considering restructuring
and possibly privatizing the company. The IEC power system supplies almost all of Israel, the
Palestinian areas of the OT and Israeli settlements in the OT. IEC is, at present, organized as a vertically
integrated company combining generation, transmission and distribution. Under the original 1927
concession, modified by laws passed in 1963 and 1970, IEC has sole rights for the generation, supply

JERUSALEM DISTRICT ELECTRICITY COMPANY
Average Price of Sold and Cost of Delivered Elsctric Energy (1985 prices)
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Figure 3.4

- and distribution of electricity throughout the country ¥

2/ See IEC Annual Report 1991, p. 43.
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3.6  1EC has a fully modern power system with no power interconnections to other countries;
therefore the utility has had to- develop special procedures to take advantage of the latest technologies
while maintaining a high level of reliability for electric service. IEC already has a 550 MW unit in
service, or over 10 percent relative to the peak load. At peak, there is not sufficient spare “spinning”
capacity to normally withstand the loss of such a large unit. However, IEC can accommodate this by use
of automatic load shedding on frequency relays that both shed and restore load automatically for any
significant frequency deviation. Nevertheless, the IEC system has the reliability problems inherent in a
non-interconnected system seeking economies of scale from large unit sizes. Consumers suffer
cumulative power cuts of 16 hours per annum, compared to only 20 minutes in Western Europe and the
United States.

3.7 The present IEC generating capacity totals 5,835 MW, comprising two base-load coal steam
plants, three mid-range oil steam plants, and several peaking gas turbine plants. The fuel breakdown in
1991 was 56 percent coal, 41 percent fuel oil and 3 percent gas oil for the peaking units. Steam plant
efficiencies are high, in the 36-38 percent range, and transmission and distribution losses are low at 5
percent. The transmission voltages include 400, 161, and 110 kV, and the distribution primary voltages
are 33, 22, 12.6 and 6.3 kV. To summarize, IEC has a well designed and well-operated power system,
as evident from the US$0.07/kWh average final consumer tariff and positive net income for 1991,
Further details are given in Annex 3-1.

3.8 Over the past 25 years, IEC has gradually almost completely taken over the supply of electricity
to distribution networks in the OT. At the time of the occupation in 1967, most larger centers, and even
some villages, had diesel plants operating as isolated systems. Independent generation became
increasingly difficult as engines wore out, parts could not be imported and investments in new engines
were not allowed by the CA. IEC extended some 33 kV and 22 kV feeders into the OT, and in this way,
the loads were gradually transferred to IEC. The establishment of the Israeli settlements in the 1970s and
1980s initially meant such loads were connected to Palestinian sources. At one point, about 75 Israeli
settlements were supplied from the JDECO system. The unreliable service and other considerations
apparently caused the Government and IEC to establish a policy of building new 161 kV lines and
substations to supply dedicated 33 kV and 22 kV feeders for the OT. This OT load transfer accelerated
in 1988, the year that the JDECO concession expired. Starting in 1988, IEC took over JDECO 33 kV
feeders and 33 kV substations to effect the transfer of 32,714 Israeli consumers to IEC supply, leaving
only 100 Israeli consumers still on JDECO supply today (see Figures 3.3 and 3.4). At present, IEC is
in full control of the electricity supply in the OT via a group of 33 kV and 22 kV feeders from six 161/33
kV or 161/22 kV substations. By a system of either remote control or the automatic tripping of feeder
breakers, the IEC input to OT load centers can be monitored and limited to “contract” values. Although
IEC supplies Israeli industrial consumers on such a "contract” demand basis, in practice, these controls
serve as devices to suppress demand since Palestinian municipalities have fewer options to manage
demand, than an industrial consumer. While increased “contract” takings are possible in principle, if a
capacity fee of about NIS 110/kVA (US$40/kVA) is paid, new feeder installations and increased feeder
loadings have not been readily approved by the CA and IEC for reasons that are not clear. Indicative
of the financial squeeze facing all electricity undertakings in the OT, JDECO’s accumulated losses at the
end of 1991 were US$25 million, due to restricted power supply from IEC, small margin allowed
between IEC bulk price and consumer sales price, and high system losses.
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Northern Sub-System

3.9  This sub-system covers the municipalities of Nablus, Tulkarem, Jenin, Qalqilya, 12 other cities
and some 168 villages. Until 1985 diesels supplied most of the load, but now six IEC 33 kV feeders
supply all the load except 7 MW of diesel capacity operating at Nablus. IEC does not allow parallel
operation between 33 kV feeders, or between feeders and diesels, so outages occur during switching for
load balancing. There are 10 IEC feeders supplying Israeli settlements that also supply 58 Palestinian
villages. Another 110 villages either have diesels with part-time supply or no electric service at all.

3.10  The distribution network of the Nablus municipality is typical of the electricity supply problems
in the OT. The municipality has an electrical department in addition to departments handling water,
sewerage, solid waste and other services. The municipality has a diesel nameplate capacity of 19 MW,
but the operable capacity is only about 16 MW, and the CA limits the diesel output to about 7 MW.
There are two 33 kV IEC feeders, but these have “contract™ delivery limits related to transformer
capacity, which trip local feeder breakers if limits are exceeded. The overall electricity supply to the
municipality is, therefore, limited to about 16 MW, and the local authorities feel there is an additional
12 MW of suppressed demand that could be supplied if they were allowed to expand the system. The
operation of diesels to supply increased load is not economic because this costs US$0.16/kWh, compared
to only US$0.08/kWh from IEC.

3.11  The Nablus municipality facilities are similar to those of other municipalities in the OT and
include:

L 2 stepdown 33/6.6 kV, 5 MVA substations

" 127 distribution transformers totaling 42 MVA

" 39 km of 33 kV and 6.6 kV underground cables

JERUSALEM DISTRICT ELECTRICITY COMPANY

Electric Energy Supplied and Sold

2 b s ; ; ; . . : i ;
8 5] B4 8 86 57 a8 " 50 ]| 81
Year
—s— Energy generated/purchased —.— Enerpy sold

(KWh)
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Figure 3.3
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= 53 km of 33 kV and 6.6 kV overhead feeders
a 550 km of low tension network

3.12  The Nablus electricity supply covers an area about 25 km east-west and 20 km north-south and
extends to the town of Anabta and to 15 villages. The Israeli authorities do not allow the use of any
radios on security grounds; this results in lengthy outages during switching on long feeders because
operators must drive to verify switch positions that normally are reported by radio. Because of this, as
well as maintenance and equipment failures, consumers typically experience 10 interruptions per month.
The power factor is low at 80 percent because there are no static capacitors on the system for power
factor improvement.

3.13  The Nablus distribution system requires complete rebuilding to increase the number of 33 KV
input points; to convert the voltage on all 6.6 kV feeders to 11 kV or 33 kV; to increase the conductor
sizes on feeders and on low tension lines and cables; to increase the size of distribution transformers; to
install capacitors for power factor correction; and to supply parts and materials to improve operations,
including radios (when they are allowed) and vehicles.

3.14  The distribution systems in the other municipalities in the north region reportedly have similar
problems. The mission visited the town of Salfit, which has a population of 8,000. It serves as the
commercial center for 25 villages, but it only has 18 hours per day of electric service from three high-
speed diesels, totaling about 500 kW of capacity, that are in terrible condition. Only single-phase supply
is available, so no industries are attracted to the town. The cost of electricity from the diesels is about
US$0.20/kWh, but the average revenue received by the municipalities is only about US$0. 15/kWh; the
municipality is, therefore, operating the electric service at a loss. Only 4 km of 33 kV feeder and 6
transformers costing about US$0.3 million are required to connect the town to an IEC 33 kV feeder in
the area, according to the Salfit municipality.

Central Sub-System

3.15  The Central sub-system essentially covers the territory now operated by JDECO, which has its
headquarters in East Jerusalem. Its concession area extends from East Jerusalem east to Jericho and the
Jordan Valley, north to Ramallah, and south beyond Bethlehem. The peak load typically is 70 MW, but
it reached 80 MW during the 1991/92 winter storm. JDECO was started as a small private power
company in 1914 under Ottoman rule, and the company was given a 60-year concession in 1928 when
the area was under the British mandate. The company initially supplied all its load from a diesel plant
at Shuafat in Jerusalem. All Palestinian villages in the JDECO territory have been electrified from the
grid, and in the early 1980s there were 77 Israali settlements receiving electric service from JDECO.
IEC then started a program of building IEC 33 kV feeders to the settlements and gradually took over this
load.

3.16 In 1982 JDECO made a major investment in about 17 MW of new diesel generator capacity at
Shuafat, with the approval of the CA and with Jordanian financing. Before the installation was
completed, however, JDECO was informed that operation of the diesels would not be permitted on the
grounds of air emissions and noise pollution. So today, JDECO power is all supplied by the IEC on 33
kV feeders connected to JDECO receiving stations. JDECO operates its own 33 kV feeder system to
form a ring system from Shuafat to Ramallah, Beitrin Central, Sinjal and Der Jreer in the north, and a
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second ring to Bethlehem and Bethsahur in the south, The JDECO facilities can be summarized ss
follows: p

240 km of 33 kV feeders

370 km of 6.6/11 kV feeders

1000 km of low tension lines

146 MVA of distribution transformers

3.17 The 6.6 kV primary lines are over 50 years old, and must be converted to 11 kV. The
conductors are too small on both the 11 kV primary lines and the low tension lines and cables. The
system losses are 18 percent and are estimated to be costing JDECO US$6 million annually. The
suppressed demand on the JDECO system is estimated by its staff to be at least 34 MW. To permit
unsuppressed electric service, the JDECO system requires additional IEC 33 kV input points, the
expansion of the JDECO 33 kV feeder system, the upgrading of 6.6 kV feeders to 11 kV service,
additional distribution transformer capacity, the installation of capacitors for voltage improvements and
11 kV primary and low-tension network improvements.

3.18  There is an excellent example in the Central Region of the economic loss of not providing central
grid supply to industrial loads. South of Bethsahur, at the limit of JDECO territory, there is an area that
is famous for its high quality white stone, which has been used for building construction throughout the
area, including as far away as Jordan. There is no central electricity supply in the area, and 120 stone
quarries each have their own generators, typically 300 kVA in size and fueled with expensive gas oil.
Because of the intermittent but severe sawing duty, generators costing US$100,000 last only 5 years and
motors fail quite frequently. In this one area, there is a load of probably 20 MW that could be added
to the JDECO load. To date, JDECO has not been allowed by the CA to extend one or more 33 kV
feeders to the area. This industrial area has the potential, between the stone industries and the associated
communities, to add about 25 percent to the JDECO load.

Southern Sub-System

3.19  This sub-system covers the cities of Hebron and Halhoul and some 45 villages; 17 of these
villages have been connected to IEC 33 kV feeders. The cities are supplied by two IEC 33 kV feeders,
but the input has been limited to 15 MVA total, at which level breakers open. Therefore, the Hebron
municipality has to resort to about one hour of load shedding each day to limit the peak. The
municipality wishes to obtain an additional IEC feeder input, but IEC wants to transfer the two existing
feeders to supply Israeli settlements, which would require the municipality to build a total of three 33 kV
feeders. In fairness to IEC, the municipality owes about US$6 million for past electricity purchases,

-which probably accounts for IEC reluctance to increase the amount of power delivered to Hebron
municipality. The cost of three new 33 kV feeders and associated stations might be US$2 million, so the
municipality cannot expand its supply without external assistance.

3.20  The financial squeeze experienced by Hebron municipality is typical of the problem faced by all
the municipalities in the OT in dealing with electric service operations. Most are one or more months
in arrears to IEC for bulk electricity; consumer non-payments are at least 10 percent; system losses
account for another 20 percent; and retail tariffs are fixed by the CA and are inadequate to cover Costs,
particularly with the high non-payments and losses.
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Gaza Sub-System

3.21  The electricity supply system in this sub-system is probably the worst in all the OT due to severe
overloading. Electrification is 98 percent; the only homes without electricity are subnormal dwellings,
such as the makeshift homes of the few Bedouin families. The Gaza Strip is supplied from 9 IEC 22 kV
feeders, and there are 16 cities, villages and refugee camps squeezed into a small area having a
population of 800,000. The very high 77 percent load factor reflects load shedding at evening peak time,
necessary to keep within the tripping limits set on the 22 kV input feeders.

3.22  The municipalities are about three months in arrears to IEC so they have been unable to get
permission from the CA to improve distribution lines, or even to add transformers. The system power
factor is only 85 percent, and losses are 20 percent.

3.23  Tariffs in Gaza are typical of all four regions in the OT. The bulk price from IEC, including a
17 percent value-added tax, is about US$0.07/kWh, which is the same as the tariff for large consumers
in Israel. The typical Gaza consumer pays about US$0.11/kWh.

B. Summary of Power Sector Problems

3.24  Although most households in the OT have access to electricity, except for some villages, the
quality and quantity of electricity is below what one would expect for an economy of similar per capita
income. The underlying cause is the institutional framework arising from military occupation and the
poor financial condition of all the electricity undertakings in the OT. Municipal electricity suppliers are
generally not strong due to their status as a department of the local government which is, itself, over-
regulated and perceived by the population as lacking legitimacy.

3.25 The inadequacies of electricity supply reflect inadequate investment at all levels of the supply
system, from the bulk supply points at IEC substations to the distribution lines feeding the final
consumer. There are several reasons for this lack of investment,

(a) The regulatory system imposed by the Israeli authorities is cumbersome, lacks
transparency and is perceived by the Palestinian entities as operating to curtail, rather
than facilitate, economic investment.

) Utilities have been starved of financial resources because:
(i) The limited external funds that are available (e.g., from
the CA or donors) are highly unpredictable and do not

allow effective investment planning.

(i)  Municipalities have taken resources from the utilities
they control to finance municipal services.
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(iii)  Despite tariff levels that are reasonably high, the surplus
available to finance investment has been reduced by high
costs, which are largely due to inadequate investment in
distribution leading to high network losses, defaulted
payments by consumers since the Intifada and the high
level of the VAT (17 percent).

(iv)  The lack of a capital market or government guarantor
has eliminated debt financing.

(c) Many municipal-owned utilities are too small to achieve economies of scale or to have
a sufficiently large pool of technical and management expertise. Moreover, the utilities
lack autonomy and a clear commercial mandate.

3.26  The existence of Israeli settlements in the OT that are integrated into the IEC system creates a
problem for the efficient development of electricity supply in the OT. The somewhat overlapping sub-
transmission systems of IEC and the Palestinian utilities are unique. Although the Israeli authorities have
tried to give IEC responsibility for sub-transmission in the OT, this has not been accepted by the
Palestinian utilities. There is no common organization, or even professional group, under which the
electricity supply entities in the OT can discuss plans or exchange technical information. Direct contacts
between IEC and the Palestinian utilities are limited to commercial and operational matters with the IEC
district office, since the CA acts as both regulator and intermediary on major issues. Given the tiny
magnitude of the Palestinian loads from the IEC perspective, it is not surprising that the Palestinian
utilities find the system unresponsive to their needs. Furthermore, the Israeli transmission system consists
of a "spine" along the Israeli coastal plain with spurs running into the West Bank and Gaza. It is likely
that the reliability of supply to the Palestinian utilities, and perhaps the IEC system, would be improved
by stronger north-south transmission links in the West Bank/Jordan Valley and these are included in IEC
long term plans. There is a clear need for a regional institution in the OT to plan and operate a unified
transmission system serving all OT consumers, both Arab and Israeli. In addition, the opportunities for
connecting Palestinian villages to transmission lines erected to supply Israeli settlements need to be fully
exploited. However, a unified transmission system for both West Bank and Gaza would require dedicated
transmission links between the West Bank and Gaza. The resolution of this issue and the Israeli

settlement question are fundamental to determining the future OT power sector structure and power
System arrangements.

C. Strategy for Developing the OT Power Sector

Essential Elements

.3.27  The foregoing analysis suggests that a strategy for the efficient development of the power sector
in the OT should consist of the following:

(a) The reorganization of the institutions in the sector to ensure that the organizational
structure is appropriate to meet the challenges of the future and that utilities are
autonomous, accountable to their owners and customers and commercially oriented.
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(®)

(c)

(d)

(e)

()

Short-term investment to improve the efficiency of networks and to improve the quality
of supply from gxisting facilities, which would, inter alia, improve the financial viability
of the utilities.

The promotion of energy and electricity end-use efficiency through the provision of
information and demonstration projects.

The preparation of medium- to long-term Corporate strategies that would cover
investment, financing, pricing, organization and human resources development for the
new utilities.

Based on these strategies, investments in interconnections with Israel, Jordan, and Egypt,
fuel supply, electricity generation and local transmission and distribution to meet the
demand for electricity arising from accelerated economic development in the OT after a
peace agreement.

Financial resources mobilized from the local and regional capital market (e.g., public
utility bonds) and private equity investors.

The organizational investment aspects of this strategy are discussed below, and the immediate technical
assistance needs are identified.

D. Organizational Structure of the Electric Power Sector

3.28  While a case can be made for restructuring the institutions involved in supplying electricity to the
OT, the appropriate organizational structure depends on a number of external factors:

(a)

(b)

The future electricity supply: While some professional staff in the existing utilities
would like to sever supplies from Israel and become self-sufficient in electricity
generation, this would be a highly expensive option. Any restructuring should be based
upon retaining and utilizing the benefits offered from the neighboring Israeli system,
which include economies of scale from large unit sizes, access to supply from low-cost
coal-fired units and connection to a large system for frequency and voltage control.
Further regional supply options exist involving interconnection with Jordan and Egypt
(see para. 3.33). Should generation in the OT be economically viable (para. 3.31), the
lack of experience in large scale generation in the OT and financial constraints might
favor private sector options.

The outcome of the peace process: The responsibility for the management of regional
infrastructure and the furure of Israeli settlements, and the arrangements for supplying
services to them, have a large political dimension and are matters for the bilateral talks.
Similarly, interim arrangements on the role of local government may influence options
for the management of local infrastructure. Dedicated transmission lines between Gaza
and the West Bank — perhaps as part of a regional interconnection — would make a single
power utility covering all the OT a more feasible option. Agreements on how these
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issues would be resolved have a bearing on the organizational structure and ownership
arrangements for regional infrastructure.

(©) The future organization and ownership of IEC: We understand that the Israeli
Government is considering a number of options for reorganizing and possibly privatizing
IEC when its concession expires on May 5, 1996. An Israeli transmission company,
perhaps privately owned, would be less unequal in size with the Palestinian utilities.
Possibilities for joint ventures or a regional transmission company. with Israeli and/or
Jordanian participation, are options worth exploring.

(d) Private sector investing: The nature of possible investments by the private sector in
electricity supply facilities in the region after a peace settlement is unknown, but the
structure of the sector could be altered if major investments were taken by private
investors.

3.29  There are three main options for organizing the power sector, and these have numerous sub-
options:

(a) A vertically integrated utility covering generation, transmission and distribution similar
to IEC, Egypt, France, Portugal, Italy and Ireland. A sub-option would be separate
regional utilities for Gaza and the West Bank, if formal infrastructure connections do not
result from the peace settlement.

(b) A company responsible for all transmission and new generation (see paras. 3.30-3.33),
with separate regional distribution companies that would purchase bulk power from the
generation/transmission company. This structure is similar to ones in Jordan, Austria,
New Zealand and the former UK system.

(c) Decentralized combined generation and distribution companies with interconnections so

all companies operate within a "power pool,” but the small system size does not make
this option too practical ¥

3.30 We tend towards recommending option (b) for the West Bank, i.e., local distribution companies
purchasing power from a regional generation and transmission company. This recommendation is based
on the following: (a) distribution companies already exist; (b) the potential constraints on regional
institutions during the transitional period immediately following a peace agreement; (c) there are limited
possibilities for power generation in the OT, and there is a serious lack of experienced power station
operators; (d) immediate attention needs to be given to the rehabilitation of networks and customer
management; (e) the growing international consensus is that decentralized organizational structures are
more efficient; and (f) the need for an institutional focus for system planning, international connections
“and coordinated operations in a transmission/generation company. In addition to the regional transmission
company,at least three distribution companies might be considered: a company in the northern region

3/ For further discussion on organization structure options for the power sector and for an example of how to
evaluate them see the UNDP/World Bank Energy Sector Management Assistance Programme (ESMAP),
“Poland - Energy Sector Restructuring Program, Volume 4: The Electricity and Lignite Sectors”, Report
No. 153/93 (January 1993).
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centered on Nablus; in the central region (the present JDECO): and in the southern region, centered on
Hebron. In view of its small- physical area and relatively smaller population, a separate transmission
company might not make sense in Gaza, particularly if the peace settlement includes a dedicated
transmission connection with the West Bank. The appropriate organization for Gaza might be a single
generation/transmission utility, with a power station, which would probably be part of a regional system
(see para. 3.27), owned by a separate company. Since the reorganization of a power sector is inherently
complex, and in view of uncertain external factors (discussed in para. 3.27), it is recommended that an
institutional study be carried out when the basis of a peace agreement is known.

Future Electricity Supply to the OT

3.31  Although some power sector staff in the OT have outlined a plan to cut all supplies from Israel
and build an independent power system, such a strategy would be extremely costly. The West Bank,
which lacks energy resources and cooling water, is one of the least promising places in the world to
generate electricity efficiently, because of the lack of indigenous fuel. While a Gaza power station would
be more promising if a coastal site were available, especially if Egyptian natural gas could be imported,
the small potential load in Gaza would mean that such a gas-based power station should serve a regional
market, which could include Israel, the West Bank and North Sinai (Egypt). Unless natural gas becomes
available, coal-based electricity from Israeli 550 MW units is likely to be the lowest cost source of
electricity to the OT.

3.32 It is likely that strengthening the North-South transmission links in the West Bank would be a
high priority to improve the quality of supply and enable supply to be increased. Such transmission lines
could also improve the reliability of Jordanian and Israeli power systems under suitable interconnection
arrangements. There are also reliability and other benefits from interconnection with neighboring systems
(e.g., arising from different daily load consumption patterns and holidays) that are often justified without
significant net power transfers. The Israeli and probably Jordanian and Egyptian power systems could
benefit from such international connections and more closely coordinated operation. Studies on power
system interconnection and investment, if justified, should proceed as soon as political conditions permit.

3.33  Palestinians are concerned about being totally dependent on external sources of electricity supply.
An option for addressing these concerns would be to locate large gas turbine power stations (of at least
100 MW size) in the West Bank/Jordan Valley and Gaza, which would provide peaking and emergency
standby capacity to a regionally interconnected system (Israel, Jordan, Egypt and the OT). In the event
of an interruption in imports to the OT, these gas turbines could meet most of the local demand for
electricity, albeit at a much higher cost for fuel.

3.34  Plans are underway for an ultimate Arab-Turkish regional power system involving Egypt, Irag,
Jordan, Syria and Turkey. A major first-stage project involving the interconnection of Egypt and Jordan
is at the bidding stage. This project consists of a submarine cable from Aqaba (Jordan) to Taba (Egypt)
and a transmission line across Sinai, Unfortunately, this ongoing interconnection project will be more
costly than a possible alternative with a peace settlement, interconnecting Jordan and Egypt via the OT
and Israel. The regional interconnection program should be reconsidered as a peace settlement
progresses.
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E. Technical Assistance to the OT Power Sector

3.35  There are a number of studies and technical assistance activities that should be undertaken to plan
the future power sector of the OT and to prepare Palestinian staff in the existing power entities and
elsewhere to manage, operate, and maintain the OT power utilities that should be established after a
political settlement. These activities and order-of-magnitude estimates of their costs are given below.
There are some activities, such as training, that could start immediately. Some studies on improving
distribution will require the resolution of such issues as the Israeli settlements. Major studies on future
generation and transmission arrangements will require some indication of the probable results of a peace
settlement,

3.36

consisting of:

(a) A training study to prepare staff development requirements in all areas of the electric
utilities and to develop appropriate training programs. Estimated cost: US$0.4 million.

(b) Training programs at foreign utilities to provide Palestinian staff with upgrading in (i)
professional fields such as system planning, MIS equipment, power system engineering,
power system operations, interconnection pools, finance and accounting; and (ii) special
skills such as cable splicing, high voltage equipment maintenance, transmission line
construction and maintenance, etc. Estimated cost: USS$1.5 million,

(c) Commercial systems study to review existing billing, accounting, MIS, stores, and other
commercial activities in the OT and to recommend appropriate systems for future
organizations in the power sector. Estimated cost: US$0.6 million.

(d) Organizational study to analyze the various options for the future structuring of the power
sector and to recommend the form and role of power organizations, This study will
require input from both management consultants and utility experts that are familiar with
the political situation and the utility problems in the Middle East. Estimated cost:
US$0.8 million.

(e) Diesel capacity study to review the unit-by-unit status of dozens of diesels throughout the
OT (totaling about 50 MW) to determine their status; define possible roles they could
play; recommend the scrapping or sale of diesels as appropriate; and, finally, determine
possible uses for the plant buildings, if the diesels are found to be unprofitable.
Estimated cost: US$0.2 million.

(H) Energy conservation and load management studies to develop methods to reduce energy
wastage and manage load to minimize capacity requirement. Estimated cost: US$0.4
million.

() Loss reduction srudy to reduce the present 20 percent losses by eliminating nontechnical
losses and reducing technical losses to a more reasonable 8 percent level. Estimated cost:
US$1.0 million.
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(h) Distribution studies to be made for each of the four sub-systems to assess present status,
rehabilitation requirements, voltage control means, expansion plans through the year
2000, and related needs for staff, buildings, support equipment, vehicles, supplies,
communication, etc. Estimated cost: US$1.0 million.

@ System interconnection study to link Palestinian distribution companies in the West Bank-
estimated cost: US$1.0 million

3.37  The planning of the future bulk power generation and transmission system can only be undertaken
during an interim period when the probable outcome of the peace negotiations is known because matters
such as the regional interconnection options are crucial to planning an integrated OT system. _These
interi i di i 0 milli

(a) A power market survey is required, including a political and economic analysis of what
is likely to occur in the OT under various peace settlement scenarios and their impact on
future bulk system and distribution expansion. Estimated cost: US$0.7 million.

(b) A gas importing study to be undertaken as a basis for system planning activity; to
document the results of recent gas finds in Egypt; to determine, through discussions with
the Egyptians, the possibility of Egypt exporting gas; and to estimate the cost of a gas
pipeline and Gaza delivery gas prices. Estimated cost: US$0.3 million.

(c) Project Preparation Studies. As soon as the peace settlement permits, feasibility studies
and design work must be undertaken on gas turbine peaking capacity, a combined cycle
plant and a system operating center. Estimated cost: USS5 million.

(d) A system expansion study that covers the next 10 to 15 years is required to lay the
foundation for the future bulk power system, including transmission in the OT, based on
output from all the above studies. Near-term options include continued imports from
Israel; interconnection with Jordan; the installation of distillate-fueled gas turhines as
peaking capacity, as part of a regional system; and the installation of gas-fueled
combined-cycle units or coal/oil-fired steam units at Gaza, Estimated cost: US$1.0
million,

3.38  The total cost of all the above technical assistance, training and planning studies to build an
adequate institutional structure and technical expertise in the OT power organizations is estimated at
US$17.0 million.

F. Immediate/Interim Period Investment for the OT Power Sector

3.39  As soon as the peace settlement discussions have progressed to the point that there is some form
of interim Palestinian self-government in position, or a joint Israeli-Palestinian administration, there are
a number of measures and investments that can be undertaken to lay the foundation for a stronger
Palestinian power sector in the OT. These investments will have to be reviewed and plans finalized by
some of the studies recommended above. These distribution investments will have to be limited to
improving existing systems without installing ties between regions or interconnections with the Israeli
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settlement supply systems, because the final resolution of these issues presumably will not be known.
The following list gives some preliminary projects and order-of-magnitude estimates,

(a)

(b)

(c)

(d)

(&)

The Northern Sub-System. There is an immediate need identified by the Nablus
municipality staff for 12 km of 11 kV underground cable; 10 km of overhead 11 kV line;
a20 MVA 11/6.6 kV substation; 5 MVAR of capacitors; the conversion of 6.6 kV lines
to 11 kV; 15 new, low-voltage substations; meters: and general materials to rehabilitate
the existing system. The estimated cost just for this rehabilitation work is US$10
million. In addition, there is a need to expand the regional system in all municipalities
and to increase system capacity to meet a load level of about 80 MW by the year 2000.
The estimated cost for all Nablus investment is US$45 million.

The Central sub-system. Consultant Kennedy Donkin (U.K.) completed a study in 1992
for the JIDECO system to determine the need to rehabilitate and expand the system
through the year 2000 at a load level of about 120 MW, which assumed the system
would still be restricted on supply input. The recommendations will have to be reviewed
in the context of a future Palestinian bulk power utility because the study assumes
continued Israeli 33 kV input; however, the study does provide an initial basis for
investment requirements. The program includes increasing 33 kV input from the Atarot
substation to 62 MVA; adding 33 kV line capacity between Atarot and Ramallah, and
between other existing JDECO stations; strengthening 11 kV lines; replacing undersize
cables and overhead conductors on the existing system; reducing system losses to 10
percent; adding 33/11 kV substation capacity; adding 11/0.4 kV transformer capacity;
installing capacitors for power factor correction; expanding the low tension network; and
improving communication, computer, metering and material stock. The report provides
details and cost estimates totalling US$28 million for subcomponents so financial sources
can select small projects for financing. If it is assumed the load will be unsuppressed and
substantial growth occurs, the investment requirement will be much greater. The total
estimated cost for the region is US$50 million.

The Southern sub-system . Three 33 kV feeders and a new 15 MVA substation are
required. Also required are the expansion of the 11 kV feeder system, the installation
of 4 MVAR of capacitors, additional distribution capacity and the expansion of the low
tension network. These are very minimum requirements for rehabilitation; system

expansion is also required to meet suppressed demand. The total estimated cost is US$35
million.

The Gaza sub-system. The complete system must be rebuilt and expanded to meet a
load for the year 2000 of about 110 MW. No detailed studies have been made by the
municipalities in the Gaza Strip, but an order-of-magnitude estimate is US$40 million.

System Interconnection. North-South transmission (possibly 400 kV operated initially
at a lower voltage) to link Palestinian distribution companies. It could be a part of
regional interconnections and would enable trade with Jordan, Israel and Egypt if political
agreements could be reached. About 300 km would be required and the portion in the
OT would be implemented by the Palestinian transmission company. The transmission
line would cost about US$180 million,
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3.40  From the above, the estimated cost of investments to strengthen and expand the transmission, sub-
transmission and distribution.system in the four regions is US$350 million. Of this, at least USS$15
million could be committed immediately on the basis of engineering studies carried out by JDECO and
municipalities. It must be emphasized that this estimate must be reviewed and the work program
redefined when the results of the studies planned under paras. 3.36-3.37 are available.

G. Long Term Investment Requirements for the OT Power Sector

3.41 Itis difficult to forecast with any certainty what the long term investment requirements will be
for the OT because the results of the future peace settlement are unknown. However, if it is assumed
a Palestinian authority will be established for the area and that transmission capability exists between the
West Bank and the Gaza Strip via an infrastructure corridor, the following will be required.

(a) Gas Turbine Peaking Capacity. Some gas turbine capacity could be installed on the
OT Palestinian system in the West Bank for peaking purposes to complement the base-
load coal steam and mid-range oil steam capacity on the Israeli system. The details
would be developed by the system development study, but for first-estimate purposes, this
could be two 100 MW distillate-fueled gas turbines, one at or near Atarot substation and
one possibly near Hebron, so they could be connected to the 161 kV system. Estimated
cost: US$100 million.

(b) Gas-Fueled Combined Cycle Plant. Assuming Egypt could provide a gas supply via
pipeline to the west side of the Gaza Strip, a gas-fueled 2 x 300 MW combined cycle
plant could be constructed in Gaza to provide the electricity supply for the OT, Surplus
output from such a plant could be sold to Jordan and Israel, if the gas price is low
enough to make the Palestinian marginal cost lower than the Jordanian oil steam cost or
the Israeli coal steam cost. Estimated cost: US$480 million,

() System Operating Center. A central system operation center should be established in
the OT to serve as a dispatching and system switching control center for the Palestinian
transmission utility and also as a “power pool” control point for the Egypt-OT-Israel-
Jordan-Syria interconnection. In addition to communications, computers, buildings,
support systems, etc., this center will require technical support from external utility
advisors (possibly from Egypt and Jordan) with detailed large utility and interconnection
experience to guide and train Palestinian system operators. Estimated cost: US$20
million.

-
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3.42  The total cost of long-term investments is US$600 million. The total cost of the immediate,

interim period and long-term requirements for the OT power sector is US$967 million, as summarized
below. !

The West Bank and Gaza Strip
Electric Power Sactor

Summary of Financial Needs
(USS million, constant 1993 prices)

Category Immediate Term Interim Period | Long Term
Physical Investments:
Morth Sub-System 45.0
Center Sub-System 50.0
South Sub-System 35.0
Gaza Sub-System 40.0
400 kV Interconnection 180.0
Gas Turbine Peaking Capacity 100.0
Gas-fueled Cycle Plant 480.0
System Operating Center 20.0
Sub-total 350.0 600.0
Studies;
TA and Training 2.0
Studies 5.0 7.0 0.0
Sub-total 7.0 7.0 0.0
Total 7.0 357.0 600.0
Notes: The above investment figures should only be construed as tentative. They are based on preliminary estimates,
Figures shown are commitments within the period indicated. Disbursements would follow commitments with a lag of several
Source: :l?:::l‘; Estimates.
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Annex 3.1
" Electricity Supply in I
| tri ratj
1. This Annex presents an overview of the power situation in Israel as background to the power

supply picture in the OT. Almost all of Israel’s electricity supply is provided by the Israel Electric
Corporation (IEC), a government-owned utility that operates a country-wide power system that had a peak
load of 5100 MW in early February 1993, Israel’s GNP is growing at 6 percent p.a., and load is
growing at 9 percent p.a., due partly to the many immigrants. The Government of Israel is considering

privatizing the various divisions of IEC, so some future change in structure of the Israel power sector
could affect the OT power sector.

2. IEC operates the generation, transmission, and distribution facilities throughout Israel, providing
electric service to the final consumers. However, in the OT IEC sells bulk power to entities such as the
Jerusalem District Electricity Co. (JDECO), municipalities, village councils, and cooperatives, which
distribute to the final consumers. These bulk sales comprise less than 4 percent of IEC’s total sales. The
OT electricity supply also includes about 7MW of diesel output on the Nablus Municipality system and
some other small systems, but these are small in comparison with the total OT input from IEC. So the
overall power picture is 4900 MW load in Israel and about 200 MW in the OT.

3, The IEC power system is electrically strong with five coal and oil steam plants along the coast,
three double-circuit 161 kV transmission lines running north-south connecting these base-load steam plants
to load centers and to several peaking gas turbine plants. A double-circuit 400 kV transmission overlay
has been started in the south to connect the 2 x 550 MW Rutenberg plant to the 161 kV transmission
system. IEC system development plans include extending the 400 kV to the north and east, then down
the West Bank, to form a 40 kV ring around the existing system. The 400 kV may also connect a
prospective 4 x 200 MW pumped storage project at the Dead Sea, if that project proceeds.

4, The available IEC generating capacity is 5835 MW, comprising the following plants:
Plant Fuel MW
Haifa Fuel oil 426
Reading Fuel oil 528
Eshkol Fuel oil 1,206
Maor David Coal 1,400
Rutenberg Coal 1,100
Gas turbines Gas oil 1.175
Total 5,835

In 1950 the IEC capacities was only 95 MW; this increase to almost 6000 MW shows the rapid capacity
growth over the past 43 years.
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5. IEC is planning to install more coal steam plants for base load (2 x 550 MW at Maor David and
2 x 550 MW at Rutenberg), to use the existing oil steam plants for mid-range generation, and to install
more gas turbines (8 x 100 MW) for peaking. IEC is concerned about air and water pollution problems
with more coal stations, and would like to shift to gas-based combined cycle units if a gas supply becomes

available. IEC is aware that a gas pipeline from Egypt has been discussed for a Palestinian 50 MW gas
turbine plant located in the Gaza Strip.

6. IEC’s 1991 fuel breakdown was 56 percent coal, 41 percent fuel oil, and 3 percent gas oil.
Thermal unit availability typically is high at 82 percent for steam units and 90 percent for gas turbines.
Thermal efficiencies are also high at 38 percent for coal units and 36 percent for the oil units, which are

older. The system losses on the IEC system are low, with only 5 percent for station auxiliary use and
5 percent for transmission and distribution losses

-

i The average consumer outage time for planning purposes is 5 hours per year. However, the
once-in-70-year snow storm of the winter of 1991-92 resulted in severe damage to the overhead
distribution system, causing typical consumer outages of 16 hours per year. The following lists of
transmission and distribution line and substation facilities for 1991 shows that the transmission and
distribution system in Israel is very extensive, and is capable of providing reliable electricity to the final
consumers on the main IEC system.

T issio Distributi in
kV km
400 94
161 2271
110 302
Total transmission 2667¢
33 2297
22 10059
6.3/12.6 995
Low voltage 9501
Total distribution 22852

>

Includes double circuit lines: total circuit km = 3584
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161
110

Total Transmission
33
22
6.3/12.6

Total distribution

8 IEC’s 1991 electricity statistics show a population of 5,052,200
consumer total of 1,584,000 (which includes only bulk consumers
18,781 GWh. The sales breakdown and average tariffs are as follows (the actu

of day and seasonal tariffs):

MVA Tr

2004
5738
818

8560

475
6295

1118
7888

238

1429
17604

1940
20973

in the OT),

(which includes the OT), a
and total consumption of
al tariffs use two-part time

Consumer Class Percent Ag, US Cents
Residential 30 21.3 1.76
Industrial 30 18.3 6.64
Public & commercial 27 30.9 7.61
Water pumping 8 17.4 6.34
Agriculture 5 18.8 6.83
Total 100 19.8 7.22
9. The IEC annual peak load occurs in the winter months due to space heating, water heating and

lighting. The summer peak load due to morning air conditioning load is about 10 perc
in 1991 it was 20 percent lower due to a reduction
annual IEC system load factor

ent lower, although
in water pumping caused by water shortages. The
is about 55 percent and the annual plant factor is about 50 percent. All

in all, the IEC is a well designed and operated system, as evident by the fact that only New Zealand,
South Africa, Canada and Australia have lower average tariffs, according to IEC statistics.
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WATER SUPPLY AND SANITATION

Introduction

4.1 Almost all people in the urban areas and about 70 percent of the rural population have access to
piped drinking water; however, the quality of service is far from satisfactory. In the West Bank most
municipalities face a shortage of water. Losses in the distribution systems are high. In Gaza, and in
several municipalities in the West Bank, water quality problems exist. Wastewater collection and disposal
systems are very deficient. Management problems are apparent almost everywhere.

4.2 While most of the urban population has access to piped drinking water through house connections,
the service levels are quite low. The average water delivered to consumers of about 50 liters per capita
per day is very low in comparison to countries with similar income levels. Reasons for the low
consumption are the limited access to water sources, deficient distribution systems with high losses (40
to 60 percent in most municipalities which includes water unaccounted for), insufficient reservoirs and
inadequate water pressure. The lack of water and the deficient systems force several water departments
to rotate water supplies to parts of their networks. The intermittent supply to the consumers leads to the
contamination of water delivered from intrusion of polluted water into the networks.

A. Existing Situation

4.3 Most water supply networks are in urgent need of rehabilitation. System extensions have
generally been built in a haphazard manner, connecting groups of houses where needed, but often without
regard to a rational plan. Wells, the main sources of water, need rehabilitation; and many supply mains
and distribution lines have to be replaced to reduce leakages and assure adequate service levels. The
municipalities and villages, however, are only able to raise very limited funds for such works and operate
under regulatory constraints administered by the CA (paras. 4.12-4.14). Water charges differ
substantially from municipality to municipality and high delinquency rates, especially at the start of the
Intifada, have reduced the income of the water departments. Nevertheless, there are several
municipalities that are able to collect sufficient money to cover all operating costs and even raise some
additional funds for other purposes by charging relatively high water rates.

4.4 In the rural areas of the West Bank, half of the villages have access to piped drinking water,”
and water quality is often inadequate. Often villages have been built around springs, the main sources
of water for the population. Septic tanks, the usual wastewater disposal system, from houses located
above the spring sometimes affect the water quality. Also, chlorination is often lacking; water may be
contaminated through fluctuating pressure in the distribution pipes; and the transport of water from
standpipes to houses may produce some contamination.

1/ Israeli data show that in 1992, 72.4 percent of the rural households in the West Bank had water connections
(9.8 percent in 1974), while the Palestinians maintain that 50 percent of all villages have no piped water
systems.
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45 Septic tanks are widely used to dispose of wastewater, even in urban areas. Some municipalities,
e.g., Bethlehem including Beit fal'laa, Beit Sachur and the Deheishe refugee camp), have recently started
to build a sewage collection system, but few of the municipalities have satisfactory wastewater collection
and treatment system., Generally, wastewater from municipalities and settlements is discharged into
seasonal streams or wadis. Where wastewater treatment plants exist, they appear to be poorly designed
and operated. Consequently, the pollution caused by the inadequate disposal of wastewater is creating
serious problems, especially where farmers use untreated wastewater to irrigate their fields.

B. Institutional Arrangements
Legal Basis

4.6  The municipalities and village councils in the West Bank and Gaza have the responsibility of
providing water and sewerage services. The legal basis is very complex since laws and regulations from
the Ottoman empire, the British mandate, the Jordanian Government and the Israeli occupation all appear
to play a significant role. Although the Civil Administration (CA) imposed strict rules on the exploitation
of water, it left the traditional ownership system intact. In contrast to the Israeli system, water rights can
be held by individuals and municipalities. Therefore, wells in the West Bank and Gaza are usually owned
by private individuals, municipalities or villages, while in Israel the Government owns all the water.

4.7 The rules and regulations applied by the CA are based on the Israeli Water Law of 1959, which
authorizes the Ministry of Agriculture to execute the law. Within Israel the Water Commissioner,
reporting to the Minister of Agriculture and the National Water Council, is responsible for implementing
the law. In the early 1970s, the Ministry of Health was given the responsibility for regulating and
supervising the drinking water quality and wastewater use. Water resources planning is being carried out
by TAHAL, the official planning agency; the water management and distribution is the responsibility of
Mekoroth, the Israeli Water Company through which about 65 percent of all the water in Israel is sold.
Design and construction of water works are carried out by TAHAL and private firms. In the OT, the

CA has legal responsibility for water supply and implements its mandate in cooperation with the Israeli
institutions listed above.

Water Agencies
4.8 In the West Bank, there are several major water companies and/or municipal water departments:
(a) The Jerusalem Water Undertaking, Ramallah District, supplying water to the
municipalities of Ramallah, El Bireh, and neighboring villages, as well as to a large part

of East Jerusalem

(b) The Bethlehem Water Authority, which provides water to Bethlehem, Beit Jala and
neighboring villages

() The Nablus Municipality Water Department, supplying water to Nablus and neighboring
villages and refugee camps
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(d) The Hebron Municipality Water Department, providing water to Hebron and neighboring
villages and refugee camps

(e) The CA water department which executes projects outside of municipal jurisdictions

() In addition, the Israeli Jerusalem Municipality Water Department supplies water to
Jerusalem and its environs, including the Arab population in this area.

The water companies usually use their own water sources and buy some water from Mekoroth. In Gaza,
the municipalities and village councils supply water from their own wells. Residents of the refugee camps
receive water from wells administered by UNRWA.

4.9 In addition to the water companies and village councils and the CA, several Palestinian non-
government organizations (NGOs) are involved in executing water supply and sewerage projects. They
include the Palestinian Hydrology Group, the Land and Water Institute, the Agricultural Engineers
Association and the Association of Engineers in Gaza. There are also a number of engineering firms
dealing with water projects. Water quality analyses are being carried out at the Universities of Beir Zeit
and Al-Najah.

Institutional Issues

4,10 The institutional capacity of the municipal water departments and water companies is generally
very weak. This is due, firstly, to the organizational structure of the sector and, secondly, to human
resource constraints. With one notable exception, water supply is the responsibility of municipal
departments, rather than commercially oriented utilities. This form of organization weakens management
incentives for efficiency and financial performance, and has not worked well either in other countries.
In addition, most municipal water departments are quite small. Some merging of these departments
within a region might enable greater management effectiveness and economies from subregional projects,
particularly for wastewater treatment. The main institutional issues facing the OT infrastructure sector
are the overly complex legal base, the use of municipal departments as the organizations responsible for
service delivery, the lack of agencies dealing with the planning and coordination of activities in water
supply and sewerage, inadequate managerial capacity, bureaucratic constraints and the difficulty in raising
funds for investments and rehabilitation works.

4.11  Shortages of professional and technical skills are a constraint to the performance of the sector.
Most of the technical staff employed by the water departments and water companies are civil or
mechanical engineers, and they represent only a very small proportion of the total staff. Reportedly there
are only six to eight water supply and sanitary engineers with a BS degree, or higher, in the West Bank
and Gaza. The municipalities and water companies are, thus, generally unable to design and implement
water supply and sewerage projects, and they have difficulties in operating and maintaining the existing
facilities. The capacity in the accounting and financial management fields is also very weak. The
universities do not offer specialized training in water supply and sewerage. The staff of the municipal
water departments and water companies have, therefore, little opportunity to improve their skills in the
fields of appropriate and modern technologies and managerial practices. A CA water department with
Palestinian technical staff provides some assistance to municipalities and might have a similar role under
self government arrangements.
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Other Issues

4,12  The most important regulatory constraint administered by the CA is the control of the volume of
water available to the Palestinians. This control is perceived as particularly unfair by the Palestinians
since they have seen the use of water by Israeli settlers, and by Israelis outside of the OT, increase
substantially during the past decades. The bureaucratic constraints cited by the Palestinian utilities
include, furthermore, delays in the approval of urgently needed water supply and sewerage projects or
no response to requests for the approval of such projects. Bureaucratic constraints also include the lack
of access to essential water data, which is needed for planning and managing water sector projects. On
the other hand, the CA maintains that it encourages sewerage projects, and constraints on municipal water
supply projects are now relaxed and allow adequate supplies, although irrigation water use is strictly
controlled.

4,13  The lack of a planning and coordination agency may not seem to be of great importance since
the CA could be expected to assume this responsibility, However, the CA is seen as applying the policies
and regulations of the relevant Israeli government agencies, which are often in conflict with the interests
of the Palestinian population®. This situation has produced a demoralizing effect among the Palestinian
employees in the municipal water departments and water companies. Although they usually try their best
to keep their installations running, they have neither the possibility to develop plans for a region beyond
their area of responsibility nor the opportunity to link up with the staff of the other water departments
and water companies. The result is haphazard construction, day-to-day decision-making in isolation,
without the benefit of the synergy that can be generated by pooling the resources of the various agencies.
Therefore, it is strongly recommended that local water companies create an association, which would deal
with the planning and coordination of the sector at the regional level. This association could also prepare
the guidelines and policies for the interim period following a peace agreement and leading to greater
autonomy in the West Bank and Gaza.

4.14 The Palestinian water utilities have also, generally, been unable to raise funds for water
investments. They have no access to bank loans and receive only limited contributions from the CA for
water investments. Furthermore, some municipalities have used the cash surplus of their utility
departments to fund other municipal services (see Table 4.6). Consequently, most investment in the
sector has been financed out of the limited internal resources generated from operations, although the CA
is encouraging donor financing in the sector. These internal resources have been further constrained by
tariff levels that do not cover costs in several municipalities, and operating costs that are high due to
network losses and other inefficiencies, which in turn are often related to insufficient investment.

C. Supply and Demand

Water Supply

4.15 The water supply situation in the West Bank and in Gaza differs considerably. Although both
regions depend mainly on groundwater, the West Bank aquifers are much richer than the Gaza aquifer.

2/ The CA has formal responsibility for water affairs and states that it does not necessarily have to follow the
policies of Israeli agencies.
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The West Bank aquifers are also of a much better quality, but two of the aquifers that extend from the
mountainous area into Israel and are, therefore, considered a common resource, claimed by both
Palestinians and Israelis.

4.16 The annually available water from the West Bank aquifers are estimated by various authors
indicating figures between 580 and 830 million cubic meters,¥ while for Gaza most authors indicate an
annual recharge of about 50 to 70 million cubic meters (Table 4.1). This is the total annual volume of
rainwater from which the evaporation losses are deducted. The wide variation in data has to be seen in
view of the climatic variations and the variability of rainfall. The drought in the 1980s and the high
rainfall during the past two winters have shown how much actual data may differ from long range
averages. Unfortunately, most of the reports available for this paper do not indicate the reference period
for which they are representative. Therefore, ranges are given as quoted by different authors, instead
of trying to estimate the long-term average.

4.17 The available water appears as groundwater or as run-off in rivers and streams. Since most of
the water is infiltrating into the soil and, therefore, available as groundwater, some publications refer only
to the annual available groundwater. The structure of the West Bank and Gaza aquifers is very complex.
In the West Bank, three main aquifers are usually distinguished: the western, eastern and northern
aquifer. The richest aquifer is the western aquifer, which extends to the Mediterranean coast. Its
annually renewable recharge is usually estimated at about 335 million cubic meters, while the eastern
aquifer, draining towards the Jordan river, has an annual recharge of about 105 to 125 million cubic
meters and the northern aquifer, about 140 million cubic meters. While the West Bank aquifer consists
of limestone, dolomite, conglomerates, marl, sands and gravel, the Gaza aquifer is composed of sand,
sandstone and gravel.

4.18 The quality of the groundwater in the West Bank is generally very good, although there are some
areas where sewage infiltration causes considerable pollution. In Gaza the groundwater quality is rather
poor because of over-exploitation over several decades, which has led to seawater intrusion, and because
of the infiltration of sewage and agricultural chemicals. The quality of the ground water in Gaza has been
declining steadily. According to a recent EC report quoting Israeli data, only in two relatively small
areas in the northern and southern parts of Gaza, is the chloride content of the water below 200 mg/l,
the maximum level established by the EC for drinking water. While the chloride levels vary between 200
and 1,000 mg/l in most parts of Gaza, levels of over 1,000 mg/l have been recorded in the eastern
section. Nitrates levels are also very high. Values of up to 90 mg/l have been found near the most
populated areas. The average levels are reportedly 45 mg/l, very close to the 50 mg/l maximum
established by the EC for drinking water. According to a recent report of the American Near East
Refuges Aid (ANERA), 34 percent of the wells used by city dwellers contained more than 400 mg/l of

chlorides and samples with more than 50 mg/l of nitrates reached 77 percent while those with more than
100 mg/l of nitrates reached 44 percent.

4.19  While there are many small ephemeral streams, the only perennial river in the West Bank is the
Jordan river. There have been many attempts to reach agreements on how the flow of the river could
be shared between the riparian countries, but no international agreement has been signed. Currently,
Palestinians have no access to water from the Jordan River. According to the Johnston Plan, an annual

3/ Tsraeli data indicate an annual safe yield of 600 million cubic meters, while Palestinian sources quote
generally higher figures
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supply of 150 million cubic meters to the West Bank was envisaged from the Jordan river via siphons
from the East Ghor Canal on the East Bank.

420 Traditionally, wells have been the main source of water for all purposes of water use. They
produce about two thirds of all the water used. Springs supply about 27 percent of the water; and surface
water runoff, wadi flows, and water collected in cisterns and purchased from Mekoroth, the Israeli water
utility, provide the remaining 7 percent.

421 Recent estimates indicate that the Palestinian population in the West Bank and Gaza uses about
215 to 228 million cubic meters of water annually (Table 4.2). Israeli settlers use about 45 million cubic
meters. For the West Bank, estimates of the volume of water used by the Palestinians varies between
110 and 133 million cubic meters, or about 15 to 20 percent of the annual available water originating in
the area. The rest is used by Israeli sertlers and in Israel. As the western and eastern aquifers extend
through their natural flow, from the West Bank to Israel, groundwater from these aquifers has been
extracted in the Israeli coastal plains for avery long time, Groundwater use by Israel has gradually
increased, until it has reached the limit of all the water available. Currently, many of the water sources
are overexploited. The information on the use by the Palestinians in the West Bank differs substantially,
depending on the various sources, while the data on the water use in Gaza shows broad agreement (Table
4.3). Palestinian sources show only a moderate increase of water use, while Israeli sources indicate a
large increase from 1967 to 1991. However, the Israeli data for 1967 probably refer to the post-war
situation when the irrigation water use dropped drastically due to the reduction of the irrigated area from
100,000 to 57,000 donum (see Agricultural Sector, Table XII).



Table 4.1: Annually Renewable Water

(Million m*/Year)
Society for Jad
UN Haddad ESCWA Austro-Arab Isaac
Relations
West Bank
Northemn Aquifer 140 140 140
|| Western Aquifer 335 335 135
Eastern Aquifer 105 125 125
Total 580 600 720 700 830 600
| (easily
available
from a
total of
B33)
Gaza Aquifer 50-60 50-80 57-712 60 50-60 70
(various
SOUTCEs
quoted)
Jordan River 120 320
(curreatly {eslimated
used by Palest.
Israel) share)
Sources: WBDP: The West Bank Data Base Project, The Jerusalem Post/West View Press, 1987
UN: Water Resources of the Occupied Palestinian Territory, United Nations, New Yok, 1992
ESCWA: Land and Water Resources in the Occupied Palestinian Termitory, The Center for

Society for Austro-Arab Relations:

Engincering and Planning, Repon for ESCWA, 1992,

Develapment Perspectives for Agriculiure in the Ocoupied Palestinian Territories,
Jerusalem-Vienns, 1992 Jad Isaac Impact of the Prolonged lsraeli Occupation on
Waler aod Environment in the Palestinian Occupied Territories, The Hague,
Holland, 1992
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4.24  The situation in the rural areas is even more unsatisfactory. Only about half of the villages have
access to safe drinking water; the others depend on unprotected water sources.

dysentery, in 1991 a case rate of 246/100,000 was reported for the West Bank, indicates problems due

to poor water quality.

Table 4.2: Current Water Use by Sector

(Million m/y)

The high rate of

Sourpes: Naif:

Avartani:

UN:
ESCWA:
CIVAD:
TAHAL:

The Middle Esst Imperative, 1087

A Projection of the Demand for Water i the Wt Baok and Gara Strip 1992-2005, 1992

— —————
Maff Awartani UN ESCWA CIVaD TAHAL | Ranges
Reference Year 1985 1990 mid 1930s 1590 1991 1991
Min.
Max.
West Bank
|| Water for domestie,
industr. use 30 34 1] 38 32 35 30
38
‘Water for irrigated
agriculiure 30 B4 95 95 100 L a0
100
110 "
Total 110 118 125 133 132 115 133
Seftlers:43
Walsr
transfers
from Tsr:10
Gaza
Water for domestic, 20
indusir. use 20 29 23 27 35 24 35
Water for irrigated 55
agriculture ri] 68 B8O 65 55 55 B0
Total 90 97 103 92 o0 &9 &9
|| 103
Seitlers: 1.5
From lsr:
2.5
==———eeee—

Israshi Land and Water Practices in the Ocoupied Palestinian and Otber Arab Territories, United Nations, 1991

Land and Water Reasurces in the Occupied Terrtory, The Cecter for Engineericg and Phaning, Report for ESCWA, 1592
Data obtxined from the Civil Administration, 1593
lsrael Water Study, Draft Working Paper, Tahal Consulting Engineers, 1993
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4.25 The effective demand for water by the Palestinians, given their per capita income level, is
probably higher than current low usage levels indicate, because of past quantitative restrictions
implemented by the CA especially on irrigation water use and shortages of finance for investments. The
real demand, at economic prices, is not possible to establish precisely due to the above restrictions,
intermittent supply, and current pricing practices which do not have any particular relationship to
economic costs. As indicated above, the West Bank Palestinian population uses only about 15 to 20
percent of the water available from the aquifer; the remaining water is used by Israeli settlers and in
Israel itself. In Gaza, the Palestinian population uses more water per capita than in the West Bank, but
the warmer climate and the greater need for irrigation requires a larger volume of water. Nevertheless,
the measures adopted by the Israeli authorities during the past several years have led to a significant
reduction of the water use in Gaza (Figure 4.2). It has to be recognized that a reduction in the
overexploitation of the Gaza aquifer is necessary to prevent permanent damage to this resource. The

extent to which the Palestinian and Israeli population should share the reduction in water use still needs
to be determined.

Table 4.4;: Water Use, 1990
{million cubic meter)

West Gaza Total OT Israel Jordan
||‘ Bank
Total Water” 118 97 215 1,890 879
Agriculture 84 68 152 1,300 657
Domestic 29 27 56 480 179
Industry 3 2 7 110 43
u Population 937 730 1666 4,690 3,453
General Use (m/capita/year) 126 133 129 403 255
Domestic Use (m’/capita/year) 31 37 34 102 52
Domestic Use ltr/capita/day 85 101 93 280 142
Source:
ESCWA: Land and Water Resources in the Occupied Palestinian Termitory, The Center for
Engineering and Planning, Report for ESCWA, 1990
UN: Water Resources of the Occupied Palestinian Territory, United Nations, New York, 1992
WEDP: The West Bank Data Base Project, The Jerusalem

Post™West View Press, 1987

Scciety for Austro-Arab Relstions: Development Perspectives in the Occupied Territories, Jerusalem-Vienns, 1992

Jed [saac: Impact of the prolonged Isreeli Cecupation on Water
and Environment in the Palestinian Cecupied
Termtories, The Hague, Holland, 1992

wy Ses Table 4.2, presenting various sources for OT data. Data for lsrael vary considerably
depending on reference years and sources as they include fresh water (the annual fresh
water potential is estimated at 1,600 million cubie meters), brackish water and treated waste
water, Data quated are estimates for the late 1980s. Since then, water use has been
curtailed
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Figure 4.2

D. Financial Situation

4.26 The fragmented nature of the water supply sector, combined with restrictive practices imposed
on the local municipalities, variations in the topography of both the supply locations and the demand
centers, as well as the physical conditions of the distribution networks, all contribute to considerable
differences in the cost of water in different localities. For example, the average rate for water paid by
consumers in Nablus in 1990 was US$0.676/m®, covering approximately 40 percent of the operations and
maintenance (O & M) cost of delivered water. In Ramallah, consumers paid an average of USS1. 13/m?,
or 158 percent of the O & M cost of delivered water. While municipal water authority in Nablus is
unable to cover its costs through adequate water charges, the Jerusalem Water Undertaking, Ramallah
District (JWURD), a semi-autonomous regional utility, is able to do so. In Gaza, where all municipal
supplied water is from wells, the average cost to consumers for drinking water was US$0.37/m" in 1990
(with a range of US$0.22/m’ in Beit Hanon to US$0.52/m" in Rafah). Mekoroth water charges to the
municipalities in Israel for domestic use were US$0.26/m’ ¥, while Israeli consumers pay between NIS
1.70 and 4.10 per cubic meter.

4,27  Several water companies and/or water departments in municipalities in the West Bank are obliged
to purchase a large percentage of their water from Mekoroth, the Israeli Water Company, to supplement
the water production from their own wells, The average cost of producing their own water is typically
40-50 percent less than the cost of purchasing water from Mekoroth (US30.65/m™. Figure 4.3 illustrates
the evolution of the water volumes produced and purchased over the last 17 years for one of the largest
water companies in the West Bank: The Jerusalem Water Undertaking, Ramallah District JWURD),

where the ratio of water purchased to that produced from wells increased 19-fold from 0.1 in 1974 10 2.1
in 1990.

4/ I. Schwarz, Israel Water Sector Review. Report Prepared for the World Bank (Tel Aviv, 1990)
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JERUSALEM WATER UNDERTAKING
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Figure 4.3

428 Municipalities depend on the their own income and earnings for financing recurring operations
and maintenance costs, and on external concessional financing or grants from international donors to
finance sizable capital investments, however, funds from external sources are typically small and
unpredictable. Therefore, the pricing policies for water, although varying considerably among different
municipalities, take into account primarily the costs of purchasing water and other recurring, associated
direct and indirect expenses. This pricing policy cannot produce sustainable investment in this sector,
as suggested by Table 4.6, where the income generated does not cover the total investment (capital and
recurring expenses). The situation is more evident in the West Bank than in Gaza, especially in
sanitation, where there are no direct sewerage charges, only connection fees. According to 1987/88 data,
Gaza's municipalities faced fewer problems of cost recovery than did those in the West Bank, where it
appears that revenues generated exceeded expenditures for potable water and for recurrent costs of
sanitation systems. Annex 4.1 illustrates different water tariff structures for various municipalities; it
indicates some price differentials within block tariffs and generally progressive rates with increasing
consumption. The extent of the effectiveness of these price differentials, where they exist, is uncertain
since demand is not fully met (para. 4.23).
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Table 4.6: apital Inv nt and
in the West Bank and Gaza Strip: Potable Water and Sanitation,
) : 1987/1988 (in 1000 NIS)
.= = — =
Area Potable Water
Income Current O & Capital Total Revenue as percentage of
|| Generated M Cost Investment | Expenditure S Total
O & M Cost| Expenditure
West Bank 8,295 8,660 2,281 10,941 96 76
| Gazaswip | 4,330 2,662 1,237 3,899 163 111
Total 12,625 11,322 3,518 14,840 - 5 i
Sanitation
West Bank 614 1,631 574 2,204 38 28
Il Gaza Strip 321 149 518 668 215 48
Total 935 1,780 1,092 2,872 - -

Source: Data derived fram: the Government of Israel. Judea, Sameria and Gaza Area Statistics, Vol. XVIII, No. 2,
Jerusalem: Central Bureau of Statistics; 1988, pp. 196-222; and Haddad, M. Potable Water and Sanitation in
the West Bank and Gaza Strip. Report Prepared for Policy Research Incorporated, Clarksville, MD; 1992,

429 During the prevailing social and political conditions of the Intifada over the past several years,
many municipalities built up arrears in their accounts receivables and increased delinquency rates among
customers (ranging from 60 percent in Bethlehem to about 10 percent in Tulkarm). However, the
situation has been improving, and certain municipalities are resorting to strict measures in order to reduce
delinquency and to prevent any further deterioration in their financial positions. Moreover, water entities
that exhibit a degree of independence in their set up, as JWURD, are in a relatively financially sounder

position.

4.30

In conclusion, the sector suffers from a general institutional weakness.

This weakness is

exacerbated by the limited access to funds to finance improvements and rehabilitation works,

notwithstanding the occasional grant funds from international donors. The establishment of autonomous

water and waste water utilities with clear commercial and service objectives (para. 4.38 a.) would be a
major step to address the existing problems. The large rehabilitation program which is needed, requires

an appropriate institutional structure for the water agencies and agreements on the basic principles for
project selection, preparation and implementation.
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E. Recommendations and Proposed Strategy

431 Because of its scarcity— even under optimistic scenarios of its availability to the Palestinian
population— and high costs of extraction and distribution, water is an economic commodity rather than
a social entitlement. Consequently, policies are needed to ensure that this scarce commodity is allocated
and used efficiently. This will require pricing policies that not only cover financial costs, but also
encourage efficient use, as well as carefully chosen investments that are operated effectively.
Nevertheless, adequate supplies should be affordable for drinking, cooking and personal hygiene by low
income households, possibly through a lower price for the first block of consumption. The high cost of
investments and the various phases of the peace process make it mandatory to distinguish between short-,
medium- and long-term actions. Relevant strategies and actions are outlined below.

Short-Term Strategy and Actions

4,32 In the short term, i.e., until an agreement on an interim governing arrangements is initialled, the
most urgent needs in water supply and sewerage should be addressed. This includes the preparation of
improvements of the most deficient water supply and sewerage services in the West Bank and Gaza, the
establishment of an institutional base for water planning and management and the preparation of phase
2 activities.

4.33  The most urgently needed improvements in water supply are:

(a) Improvement in the quality of the drinking water in Gaza because of the deteriorating
water quality of large parts of the Gaza aquifer. Solutions to consider include the
improvement of the water treatment processes, the transfer of water to Gaza from outside
the Gaza Strip and a reallocation of the water available in Gaza through an extended use
of the northern aguifer for the drinking water supply because it i3 of much better quality
than the central and southern aguifer. In exchange, water from the central aquifer may
be used as irrigation water in the northern part of the Gaza Strip.

(b) Those priority rehabilitation works on water supply systems in the West Bank, which
include the rehabilitation of wells whose yield has been reduced substantially, the
reduction of the worst leaks in the urban water supply systems and the provision of
additional water to improve the supply.

(c) The construction of wastewater treatment facilities where sewage is discharged into
streams without any treatment and threatens the health of the rural population, especially
farmers who use the untreated wastewater to irrigate their crops.

4.34 The organization of the sector is imperative as a large number of municipal departments, and the
nonexistence of a Palestinian water agency dealing with water monitoring, planning, regulations and
management, contributes to the current problems and inefficiencies. Therefore, the following steps are
recommended to address the main issues:

(a) In view of the large present and potential unmet demand for water and sanitation services
and the weak existing water departments, there is an urgent need to reorganize the sector
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to enable it to meet the challenges of the future. We recommend that financially

autonomous, commercially orientated water utilities be established. The organization of

a limited number of regional water utilities appears to be advantageous and should be

seriously considered. One of several possibilities for detailed analysis would be an

. organization of three utilities for the West Bank - for the northern, central and southern
part and one utility for Gaza.

®) The Palestinians should be encouraged and assisted in establishing an association of water
utilities and professionals dealing with water issues to coordinate and facilitate the water
and wastewater sector development. This association should prepare proposals for
institutional arrangements in the water sector, define organizational arrangements and
determine technical assistance needs. The association should also take the first steps in
developing plans for improvements in the water sector.

(c) The Palestinians should be given free access to the hydrological data collected in the
West Bank and Gaza and monitor water resources (precipitation, surface and
groundwater), together with Israeli hydrologists. Practical arrangements for this
hydrological work should be determined soonest.

(d) Technical assistance for organizational improvements and training should be made
available to the water departments in the West Bank and Gaza and to the water
association, as soon as it is established that it can address institutional and planning
issues.

4.35 The preparation of phase 2 activities should include the following:

(a) A systematic assessment of the investment needs and the priority investments in water
supply and sewerage

(b) The detailed preparation of the most urgently needed projects including, the mobilization
of the necessary funds

(c) A systematic and comprehensive review of the existing surface and groundwater pollution
(subsequently, a permanent monitoring system of surface and groundwater pollution)

| (d) The most urgently needed measures to reduce water pollution and a list of priority actions

+  Medium Term Strategy and Actions

436 In the medium term, i.e., the period between the initialling of an agreement on interim
arrangements and the final agreement on the status of the OT, the main tasks should be the detailed
preparation of an institutional framework for the water supply and sanitation sector, the preparation of

a comprehensive development strategy and the implementation of the investments prepared during phase
1.
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4,37  The preparation of the institutional framework would include:

(a) The establishment of regional utilities and a coordinating organization dealing with water
supply and sanitation as well as the possible establishment of a water authority for the
OT, as envisaged by the Palestinians

(b) The determination or formulation of the necessary laws, rules and regulations for the
sector activities

(c) The training of staff in the water departments and agencies to upgrade their skills and to
prepare them for their increased responsibilities

438 While the priority investments will be implemented in phase 2, the major investments in the
rehabilitation and expansion of water supply and sewerage works, required to deliver adequate services,
will have to be prepared within the framework of a comprehensive development plan. As stated above,
the preparation of projects should be based on technical and economic criteria, recognizing water as an
economic and social good. At the same time, collaborative arrangements in the water sector with
neighboring countries need to be prepared. The ongoing negotiations are expected to focus, among other
things, on these issues. The necessary arrangements have to deal, among other items, with the utilization
of water resources, access to water, water management issues and the disposal of wastewater.

Long-Term Strategy and Actions

4,39  Following the final agreement on the status of the OT, all governments in the region should agree
on the joint planning and managing of water resources, assuring all parties a fair share of the water
resources and not causing appreciable harm to any riparian, according to generally agreed international
principles. The main activities would be the establishment of the institutional arrangements, including
the establishment of an entity for comprehensive development planning, and the implementation of the
investments to be prepared during phase 2.

4.40 Until now, the main concern of the various parties has been a quantitative reallocation of existing
water resources. While Israel is interested in maintaining the volume of water it uses currently, the
Palestinians demand a much larger share of the water than what is accessible to them at present. As most
of the water resources, surface and groundwater, should be considered as common resources, the most
attractive solution appears to be a joint management of these resources. While a joint-management system
might not be acceptable in the near future, it is recommended that its feasibility and the conditions under
which it could be implemented at a later stage be explored. Such joint management would include joint
planing, decision-making and agreed rules on the operation of distribution systems. A joint management
would also facilitate the provision of water to the most economic uses and assure, through appropriate

pricing, that the necessary, minimum supply of water would be available to the lowest income groups at
an affordable cost.
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F. Invesiment Needs

4.41 Even a casual inspection of the urban water supply and sewerage systems shows the need for
substantial improvements and extensions to the systems. During the past 25 years, the systems have not
been rehabilitated systematically, and extensions have been built in a haphazard manner. Leakages are
very high; reservoirs are often insufficient; and adequate water pressure cannot be maintained. In the
rural areas, about half of the villages do not have access to safe drinking water.

4.42 A systematic survey and assessment of investment needs does not exist, but most urban water
departments have prepared some plans and projects addressing their most urgent needs (Annex 4.2). A
preliminary investment plan for the water sector has been prepared by a Palestinian engineering firm
which is included in a report submitted to ESCWA (1992). The plan calls for investments totalling $310
million of which $160 million would be needed for upgrading and extending water supply networks.
Based on the data obtained from the water departments in Ramallah, Hebron and Nablus (Annex 4.2),
about US$30 million will be needed to rehabilitate and extend these water supply systems. Comparing
the data from the three water departments, it appears that the investment estimates from Hebron and
Nablus, calculated in $/capita, are considerably lower than the investment needs estimated by the
Ramallah water department which is recognized as the best run water utility in the OT. Therefore, it
appears justified to take the Ramallah per capita investment as a reasonable basis and assume that it
represents the minimum needed in the urban areas. As about 1.35 million people currently live in urban
areas and refugee camps, the total investment for water supply would assuming a cost of US$120 per
capita for urban water supply rehabilitation and expansion works, amount to about $162 million and to
about $270 million on the basis of the population projection for the year 2005. In addition, investments
in rural water supply systems would require about $25 million (assuming that a typical system for a
village with 2,000 inhabitants would cost about $100,000).

4.43  The investment needs in sewage collection and treatment systems are even more difficult to assess
because there is less information available than for water supply investments. Usually, the cost of
complete and properly functioning sewerage systems is equal or higher than the cost of water supply
systems. This would result in at least doubling the cost of the investments for this sector, which does
not appear to be reasonable for the following reasons: in some municipalities sewage collection systems
have already been built or are under construction (e.g., in Bethlehem); traditionally, septic tanks have
been built in urban and rural areas which would only gradually be abandoned as sewage collection
systems are expanded. This expansion can be phased over a longer period. The need for complete
sewerage systems should be determined in view of the local pollution problems, which are quite different
in the various parts of the OT. The construction of sewerage systems thus appears to lend itself to a
phased approached, according to which some of the investments could be deferred and implemented after
the necessary investments in water supply systems. The investment cost of the sewerage systems has been
estimated tentatively at 75 percent of the cost of the water supply systems.

4.44  In conclusion, the level of justifiable investment in water supply and sewerage is likely to be on
the order of several hundred million dollars. Neither the exact amount nor the appropriate sequencing
is well established. There is an urgent need, therefore, to begin quickly to develop the data needed, an
analytic capacity, and a mechanism to assess potential investments and establish priorities among them.
For now, the best we can do is provide a tentative, suggestive estimate of investment needs during the
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various terms defined under the study. The schedule assumes the preparation of urgently needed works
beginning in the immediate term. Investments would begin in the intermediate term. This is shown in
the tabla below.

The West Bank and Gaza Strip
Water Supply & Sanitation Sector
Summary of Financial Neads
(USS million, constant 1993 prices)

Iﬁ
Category Immediate Term | Intermediate
Term
[Physical Investments:
Water Supply Systema 180.0
Sewernge & Waste Water Treatment 100.0
I Sub-total 280.0
Studies:
it
General Project Prepamstion Work, Swdies and 2.5 3.0
Preparation of Priority Investments
| Dewiled Preparution of Water Supply and Sewerage 4.0 5.0
& Waste Water Investments
Technical Assistance:
Institutional Arrangements & Development of Sectar 1.5 2.0
Plan {TA for Water Departments & Agencies)
I Sub-total 8.0 10.0 n.on
Total 5.0 290.0 200.0 |

Notes: These investment figures should only be construed as tentative. They are based on preliminary estimates
indicating that about US$500-600 million would be needed to provide adequate water and sanitation service.
Figures shown are commitments within the period indicated. Disbursements would follow
commitments with a lag of several months. The figures do not include specific investments to address
environmental degradation, e.g. aquifer rehabilitation works.
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Unaccounted for “
water/Leakage (%)

Municipality
Water Charges
Bethlehem Private customers MIS 3.00/Cu. M 45
Government Institutions NI5 2.40/Cu. M
Government {military camps) NIS 2.20/Cu. M J
|
h Hebron Privale customers: 50
0-5 Cu.M per month NIS 2.62/Cu. M I
§-15 Cu. M per month MIS 2.75/Cu. M
aver 15 Cu. M per month WIS 2.85/Cu. M
" Industries: NIS 2.62/Cu. M
1]
Nablus For all customers: 50
-5 Cu.M per month 1D 0.600/Cu. M
6 -10 Cu.M per month 1D 0.750/Cu. M
over 11 Cu. M per month ID 1.000¢Cu. M i
Gaza City Domestic use: 10 (questionable)
1 - 10 Cu. M per month MIS 4.50
11 - 20 Cu. M per month MIS 0.40/Cu. M
21 - 30 Cu. M per month WIS 0.45/Cu. M il
over 30 Cu, M per month NIS 0.60/Cu. M
" Industrial use:
1 - 10 Cu. M per month M5 4.50
11 - 20 Cu. M per month MIS 0.40/Cu. M
21 - 30 Cu. M per month WIS 0.45/Cu. M
over 30 Cu, M per month WIS 0.60/Cu. M
)
Tulkarm All customers: 40 h
-5 Cu.M per month MI5 10.00
over 5 Cu. M per month WIS 1.00/Cu. M
|
Ramallah Individual consumers: 26 “
- A fixed charge for up 10 10 Cu. M| NA
per month every fwa months.
| - A whole sale price for
municipalities, villages and HA I\
population centers (et 20% discount
o above)
“ - A fixed meter reading charge eve
two months for all customers.

Source: World Bank Mission, 1993
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WEST BANK AND GAZA
ESTIMATES OF REHABILITATION COSTS
Urban Areas Water Supply
uss
Nablus New well incl. equipment 960,000
(140,000) Replacement of old
distribution system 760,000
Mew tank lines 1,000,000
Booster pumps 500,000
Additional wells 5,000,000
8,220,000
(58.7/cap.)
Sewerage system and waste
water treatment plant
Sub-total
Hebron Improvement of water
(110,000) supply system 3,712,590
(33.8/cap.)
Jerusalem/ Hew wells (4) 7,920,000
Ramallah Rehabilitation of
Water distrbution networks 6,858,564
Undertaking Now paraliel lincs 1,000,000
(179,000} Water laboratory 20,000
New meters and water
maintenance 230,000
Leak detection equipment 80,000
office equipment, ete. 125,000
New building 850,000
17.083.564
(94.9/cap.)
Tota 29,016,154
(430,000) (67.5/cap.)
Rural Areas
Villages Construction of typical
{200) waste supply system
{2000 inhab.}
200 x 110,000
($55.00/cap.) 22,000,000
OVERALL _TOTAL 51,016,154

Source: Data Obtained from Water Agencies, World Bank Mission, 1993

Sapitation Tota]

Uss uss
14,100,000

(100.7/cap.)

22,320,000
N.A. 3,712,590
N.A. 17,083,564
14,100,000 43,116,154
22,000,000
65,116,134
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Water Use in the Occupied Territories™

(Million cubic meters)

Annex 4.3

—
West Bank
r 1967 1991
b Sec
1| Agriculture 35.0 100.0 110.0 35.0
Domestic Use =T 320 10.0 H.U‘H
I Total 42.2 132.0 120.0 90.0
sraeli tor:
Agriculture 5.0 2.0
[| Domestic 8.0 0.3
Total 43.0 23
ﬂ Total = > 42.2 b 1'1=5.0 o E.ﬂ ":;92.3

*Partial estimate,
**10 million cu. m. per annum are transferred to West bank from sources in Israel.

***Since 1992, water is transferred to Gara from water sources in Israel, using the new Kissufim Pipeline. So far,
approximately 2.5 million cu. m. (1.5 million cu. m. for the central refuges camps and 1.0 million cu. m. for the Israchi
settlers) per annum have been transferred. This will be increased so that 2.5 million cu. m. per annum will be transferred
to the central refugee camps and all the water needs of the Isracli settlers will be supplied from sources in Israel.

****The table presents data on water use within the OT., The water availability (annually renewable surface and
groundwater) is given in Table 4.1, The Falestinians point out that about 450 million cubic meters from West Bank aquifers

gre used in Israel. See also para, 4.25.

Source: Mekoroth, 1993,
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TRANSPORTATION

Introduction

5.1 The existing transportation facilities in the OT are inadequate to provide a cost-effective service
to the region and to support future Palestinian economic development. The conditions and the coverage
of the basic transport infrastructure and services are well below the level and the quality that would be
expected to prevail in a region with similar income levels. Even though there have been some positive
developments in the sector under the Israeli administration of the OT, these developments have not been
adequate and resources were directed towards meeting the needs of Israeli settlers rather than by the
economic and social development needs of the Palestinians. Since 1967, investments in transport
infrastructure have been primarily designed to: (i) increase Israeli security; and (ii) incorporate the Israeli
settlements in the OT with the Israeli economic and social structure. These policy objectives have
resulted in the construction of modern and high standard roads linking the settlements with major centers
in Israel, often bypassing the Palestinian cities, towns and villages. On the other hand, the road networks
serving solely the Arab population have been largely neglected. As a result, two weakly connected road
networks have emerged serving two sets of distinct transport demands. Even though the roads linking
the settlements can also be used by all, those used exclusively by the Palestinians have been largely
neglected and are inadequate to meet the needs of the OT"s economic development efforts. Moreover,
there have been no significant developments, since the occupation, in other modes of transport. The
currently existing basic transport infrastructure neads to be improved immediately if it is to support future
programs designed to bring about a sustained economic development in the region. Moreover, various
regulations, controls and limitations imposed by the Israeli authorities on enterprises, coupled with high
taxes, have hindered the development of strong transport service industries. The privately owned and
operated bus companies providing both inter-city and urban transportation are in serious financial
difficulties, although CA has provided some grants for replacement of old buses. The bus fleets have
been reduced in size due to insufficient revenues, lack of financing, high cost of new buses and heavy
customs duties. Existing bus fleets are in extremely poor condition leading to an unduly high rate of
accidents and breakages. The trucking firms are also operating under similar conditions and face similar
problems. Above all else, however, Israeli administration of the OT since 1967 has inhibited the
development of a Palestinian institutional structure and administrative machinery capable of making sound
investment and policy decisions and carrying out technical and analytical work.

A. Present Conditions of the Transport Network

5.2 'There is, therefore, an urgent need to launch a comprehensive program to develop institutional
capability in the OT through extensive technical assistance to enable Palestinians to formulate rational
policies and prioritize and administer investment decisions. In the intermediate term transport
infrastructure, particularly urban and inter-city roads, needs extensive maintenance and rehabilitation
works to prevent further deterioration and the eventual loss of the existing facilities. In addition,
programs need to be initiated to assist, through credit facilities and technical assistance, the privately
owned and operated transport enterprises. In the long-term, the region provides extensive potential for
major infrastructural developments on both the regional and international level. In the following sections
these recommendations are discussed for each mode of transport.
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Comparison of Road Length per 1 milliom population, 1990
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Figure 5.1

Source: For Ismel: Statistical Abstract of Trracl, 1991, Central Burcau of Stadstics, Table 1816; for the Occupied
Territores: Abu-sisheh, SA. Transponation end Communications in the West Bank and Gaza Strip. MWehlus: Al-Najeh
University; 1992; for all other countries: Queiroz, C. and Gautam, 5. Road Infrastructure and Economic Development:
Some dingnostic Indicators. Washington, D.C.: World Bank; 1992, Annex 1.

Road Transport Network

5.3 The total lengths of the existing road network in the West Bank and the Gaza Strip are 2000 km
and 168 km, respectively. The network consists of main, regional and local roads. The main road
network, largely constructed before 1967, is about 700 km in total length serving major population
centers. It consists of two main north-south corridors: (i) the Jenin-Hebron Road, a distance of about
140 km: and (ii) the Jordan Valley-Dead Sea Road. The main road network also includes four major
east-west corridors: (i) Damiya Bridge-Nablus, which forks to Tulkarm and Qalgilia; (ii) the Allenby
Bridge-Jericho-Ramallah-Beit Sira Road; (iii) the J ericho-Jerusalem Road; and (iv) the Trans-Judea Road
(Maps in Annex show the main road network). The regional network, about 500 km in total length, is
also oriented to the north-south and east-west axes. The local road links smaller communities and villages
and provides access to the main and secondary network. The total length of the local road network is
about 800 km and accounts for 45 percent of the total road network. In addition, an 880-km agricultural
road network serves the West Bank farming communities moving farm machinery and their products to
the market places and consumption centers. No reliable data is available on the length and the state of
the agricultural roads in the Gaza Strip.
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5.4  Since 1967, a period of 25 years, there has been only a minor increase in the OT’s paved road
network. In the terms of the ratio of the road length to population (a standard comparative indicator for
road access), the OT have less road access than any other country in the region, with the exception of
Egypt (see Figure 5.1). For example, in 1990 Israel had nearly three times the road network of the OT
per 1 million population (2,746 km compared to 971 km). The additions to the paved network, funded
from the Israeli budget, have been primarily designed to increase security and to link Israeli settlements
in the OT with major centers in Israel. The Israeli authorities have prepared a statutory plan for
improvement of the road network on the West Bank but this has not been accepted by the Palestinian
community. Road facilities outside the municipal boundaries which serve only Arab towns and villages
are generally funded by Palestinian resources but wholly administered by the CA. A major section of
these is in a poor condition due to lack of maintenance and repair. Poorly maintained roads generally
lead to Arab towns while modern and well-maintained roads serve the Israeli settlements.

5.5  Although there are no up-to-date and reliable traffic counts to determine the current capacity
requirements on the main road network, the indications are that certain sections of the system are already
experiencing congestion. According to the statistical information provided by the Israeli authorities both
in the Gaza Strip and the West Bank, vehicle ownership has been increasing at an average rate of about
10 percent annually since the occupation years (See Figures 5.2 and 5.3). For example private car
ownership in the West Bank, primarily financed through earnings abroad, reached about 55,000 and
about 18,000 in the Gaza Strip. The total number of vehicles now stands at about 83,000 in the West

Population and vehicle increase in the West Bank

50 /

1375 1578 1581 15E4 1587 1590

—s— Population —+— Registered Vehicles
1575=100
Sazce: ICTAF, Tel Aviv

Figure 5.2
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Bank and about 25,000 in the Gaza Strip. Figure 5.4 compares the number of persons per car in the OT
with those in other countries of similar income levels. The traffic volume estimates carried out by the
Department of Public Works in 1987 indicated that certain parts of the system were already being utilized
to capacity. For example, the average daily traffic (ADT) on the road between Jerusalem and Bethlehem
had reached 12,300 vehicles in 1987; it is certain that the volume is much higher today. On the Gaza
Strip the 1987 ADT volume on the link between Gaza-Beit Hanoun was 13,500. With political
normalization in the OT, it is expected that economic activity and, therefore, the demand for transport
will experience a rapid growth. As a result, there will be a need for capacity expansions on certain links
in the main road network. In addition to the links noted above, the road sections between Ramallah-
Jerusalem and Nablus-Ramallah may also need expansion in the near future and, therefore, require
feasibility studies.

5.6  Although selective capacity expansion in the main road networks in the OT need to be addressed
in the near future, the more urgent requirement of the road subsector is the rehabilitation of the system
through strengthening pavement, improving vertical and horizontal alignments and eliminating the backiog
of maintenance needs. About 40 percent (760 km) of the West Bank road network is in a poor state and
requires immediate attention if the system is not to be lost. Unless many sections of the network are
rehabilitated, these will also soon deteriorate further and become unusable in the near future.
Furthermore, about 11 percent of the network (about 210 km) requires repair work and periodic
maintenance. In addition, in order to avoid an additional buildup of maintenance works in the future,
it is essential to initiate routine maintenance programs in all parts of the network.

Population and vehicle increase in Gaza Strip
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* Urban Road Networks

5.7  The weakening of local government that has occurred since 1967 (see Chapter 2) has meant that

" the road networks within the municipalities have deteriorated. Although the municipalities collect various
taxes and other fees imposed on road users (primarily the tax on gasoline), in all cases only a small
fraction of the revenues collected has been available to the municipalities for urban road development.*
In many cases, urban networks within municipality boundaries are in very poor condition and require
immediate attention. It is estimated that all urban road networks need rehabilitation, traffic engineering,
road markings and signs to facilitate traffic movement. In many major municipalities, traffic is extremely
slow, often at a standstill during rush hours. In Nablus city center, for example, the main street carries
over 1,200 vehicles per hour during the peak period over a two-lane facility. Given that most vehicles
are extremely old (50 percent of the fleet is at least 10 years), the poor condition of the urban roads is
also leading to serious local air pollution problems.

Agriculture Roads

5.8 The existing network of agricultural roads, about 900 km, facilitates farmer access to markets.
Only a fraction of the network is paved; the rest consists of gravel and dirt roads. During the last
decade, there has been increased construction of agricultural roads, primarily financed by international
donor institutions. The network is, in general, adequate to meet the current demand although certain
parts of the network need to be improved, in some cases paved, to provide all-year-round service, and
expanded to areas which are not currently served.

Transport Industries: Passenger Services

5.9  Road transport is the only mode available for urban, inter-city and rural passenger services. The
industry is completely in the hands of private operators and consists of bus companies and shared taxis,
which have been rapidly increasing in recent years. In addition, unlicensed private cars, mini-vans and
pickups provide services in remote rural areas and densely populated centers as buses and licensed taxis
cannot meet the demand adequately or provide satisfactory service. The bus fleet, numbering about 780,
is owned and operated by some 100 enterprises; about 70 of these operate only a single bus. There are
larger enterprises owning and operating about 30 buses. Only about 150 buses are allocated to inter-
urban services while the remaining 630 buses operate within urban centers. Jerusalem and Nablus are
the two main hubs for intercity bus services from which the routes radiate and cover most of the West
. Bank (See Figure 5.5). In Gaza the bus services cover all parts of the coastal regions. In addition to the
Palestinian bus companies, the Israeli bus lines provide services primarily to link the settlements with
major centers in Israel (See Figure 5.6). Therefore, currently, two partially overlapping bus systems
« exist in the OT without any coordination in services.

3/ This is apparently based on pre-existing Jordanian law where a portion of the fuel tax is earmarked for
municipal finance.
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5.10 Since 1967, the bus companies have been operating under extremely difficult conditions. Despite
the fact that the CA has provided some grants for the replacement of old buses, over 50 percent of the
fleet is more than 10 years old. Because of the shortage and high price of spare parts, many buses
experience long down times, further reducing the availability of services. All bus companies, particularly
smaller enterprises operating one or two buses are facing severe financial problems as often services are
halted or restricted due to security concerns of the Israeli Authorities or intercepted by strikes. During
such periods buses are left idle earning no revenue to meet the fixed costs of the companies. Another
serious concern of the industry is the unavailability of financing., The enterprises often cannot raise funds
needed to purchase new buses to provide an adequate level of service. The competition from private cars
providing unlicensed private passenger services is an additional difficulty facing the bus services. Unless
speedy remedial actions are introduced, many companies, particularly those that are small and operate
only one or two buses, will be forced to leave the industry, creating a large vacuum in public passenger
services.
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Transport Industries: Freight Transport
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Figure 5.6

3.11

All internal and external freight movements in the OT are carried out by privately owned trucking

companies. It is estimated that about 20,000 trucks of various sizes are in operation. However, due to
problems similar to those facing the bus companies (high taxes, over priced spare parts, the high cost of
new vehicles and the unavailability of financing), the trucking companies are also facing an uncertain
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future. Most of the trucking fleet is old and obsolete. The industry is not well organized and lacks
modern terminal facilities, particularly refrigerated storage for agricultural products. In addition, the
security concerns of the Israeli Authorities add to the financial burdens of the trucking companies.
Because road transport is the backbone of the system, an efficient road freight transport industry is
essential for achieving a sustained regional growth in the OT. Therefore, the trucking industry needs to
be supported, and the many problems facing the enterprises need to be addressed in the near future. As
elaborated in the section on private sector development, financial reforms should be introduced to provide
credit facilities for the trucking enterprises to renew their fleet. In addition, adequate foreign exchange
should be allocated for imports of spare parts. Some technical assistance will be needed to monitor the
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development of freight and passenger services, regulate areas such as safety and to design policies that
enable the private sector to play a major role in providing transport services.

. Other Modes: Railways

5.12  The first railway facility in Palestine linked Jerusalem with Jaffa. Over the years this line was
extended to Haifa and later other major cities in southern Syria. Under the British mandate, several new
lines were constructed linking Palestine with the neighboring countries. By the late 1930s the railroad
development activities in Palestine ceased for security reasons. After the establishment of Israel in 1948,
the railroad tracks located in the West Bank and the Gaza Strip were closed to operation and finally
abandoned. At present, there is no active railway facility providing service in the OT.

Other Modes: Ports

5.13 At the turn of the century, Palestine was served by three small ports (Acre, Jaffa and Gaza) on
the Mediterranean coast. These ports handled only small boats. With the British mandate, the volume
of traffic—both military and commercial—increased beyond the capabilities of these small ports. As a
result, there was the need for a modern port facility capable of handling larger ships. Haifa was chosen
for this purpose and the new port facilities started to operate in 1929. As a result, the role of the other
three small ports became marginal. After 1948, the small port at Gaza became the only port facility in
the OT that provided sea communication with the outside world, but is handled only small ships and
fishing boats. The opening of a rail link between Haifa and Jerusalem started the decline of the port of
Gaza; the events in 1948 sealed its demise. As Gaza was deprived its access to the hinterland, it had little
or no prospect for maintaining its earlier position. The subsequent decline of the local fishing industry
under Israeli occupation has eliminated the need for maintaining even the most basic port infrastructure.
Today, the only sign of the port is a crumbling jetty extending a few meters into the sea. The region is
presently served by modern facilities in the existing Israeli ports on the Mediterranean coast and the Port
of Eilat and Jordanian Port of Aqaba in the Gulf of Aqaba. Therefore, the economic viability of a new
port at Gaza will need to be assessed in the regional context. However, the Palestinians, for nationalistic
reasons, consider this port an essential element of the future transport system of the OT.

Other Modes: Air Transport

5.14 Before 1967, the only airport in the OT was located in Qalandia (north of Jerusalem). The
airport was opened to air traffic in 1952. However, international services from Qalandia were
+ discontinued after 1967. The Israeli authorities have been using this facility primarily for local services.
The airport consists of one runway of medium length and a single terminal building. At present, the
airport serves local traffic and can handle all types of aircraft with the exception of Jumbo jets.
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B. A Strategy for Future Development

5.15 The transportation sector in the OT needs urgent improvements in all respects to bring it to a
level at which it can support the accelerated economic and social development expected to follow a peace
settlement. The essential features of a transport sector development strategy, in terms of their importance
and sequencing are:

(a) In the immediate term, mobilization of adequate funds to carry out the urgently needed
rehabilitation and selective capacity expansion of municipal road network;

(h) The development of an effective institutional framework capable of planning,
coordinating and implementing efficient sectoral policies and investment decisions; and.

(c) The training of a cadre of experts and professionals capable of monitoring sector
development, formulating coordinated and efficient sector policies and investment and
expenditure programs.

This strategy calls for the creation of a Palestinian transport planning capability, rather than the
formulation of a transport plan. There is likely to be considerable uncertainty regarding the demand for
transport services, political conditions and international transport links, which will mean that any plan
will become quickly outdated. Consequently, a planning capability is needed that can be used to
formulate appropriate investment and sector policies, in response to changing conditions.

5.16 The aftermath of a peace settlement is most likely to be accompanied by an increase in demand
for transport services. Given that the existing facilities, both within the boundaries of the municipalities
and those serving inter-city transport have generally suffered from years of neglect, their rehabilitation
will have to be assigned high priority to prevent further deterioration of the system and to avoid
permanent destruction of the capital stock. The poor state of the transport facilities is also a factor
causing high vehicle operating costs, which puts an additional burden on both producers and consumers.
In addition, capacity shortages in certain links of the network are already leading to unduly high transport
costs. Unless these shortcomings of the sector are adequately addressed, future development efforts in
the OT are likely to be seriously hampered.

5.17 Historically, because of the geographical position of the OT and the state of Israel, this region
has been a bridge between Europe, Africa and Asia. For centuries, the ports such as Gaza and Jaffa have
served as landing points for pilgrims, crusaders and traders. During the 19th century, the railway
facilities linked this region with Syria, Turkey and Egypt. At the present time, there is also a growing
interest among the Middle Eastern countries to link their infrastructure systems, including transport
facilities. The recent agreement among Turkey, Syria, Jordan and Egypt to build a regional power grid
is a good example of this type of coordination. It can be expected that with the normalization of the
political situation, ventures that provide international transport linkages designed to increase economic
interdependence in the region and to contribute to the development of the local economies will receive
added impetus. In the long term, some parts of the transport system, particularly the main road
networks, in the OT and Israel will need to be expanded to accommodate the growing international traffic
in the region.
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5.18 The long years of Isragli administration and the resulting limited Palestinian participation in the
decision-making process have, for practical purposes, eliminated whatever institutional capacity that
existed in the OT. At present, a set of institutions recognized as legitimate by the governed, and capable
of exercising the normal government functions, are totally lacking. There is no Palestinian structure or
administrative machinery that can formulate rational policies, determine sound investment and expenditure
priorities or implement policy and investment decisions. This lack of institutional capacity, above all else
needs to be addressed to bring about a well-coordinated and efficient transport sector.

5.19 The specific elements of the strategy proposed above, and the recommendations for improving
the transport infrastructure and services, are grouped under three time horizons. These roughly
correspond to the expected staging of the peace process and its aftermath.

(a) Short-term measures that can be implemented immediately that are not dependent upon
the conclusions of the peace process, but which may require the agreement, or at least
acquiescence, of the Israeli authorities in some cases.

(b) Medium-term measures covering the end of the first phase and the completion of interim
political arrangements regarding the OT.

(c) The long-term period after the final political settlement.
Immediate-Term Measures

5.20 In the immediate term particular attention should be given to training activities to begin the
process of institutional building. In particular, a technical group should be formed and trained in the use
of analytical techniques to determine priorities in the sector and prepare a plan of action to begin the
rehabilitation of the transport infrastructure, particularly the road network, as soon as the political
situation allows. This core staff should also be trained to enable them to initiate, carry out, and/or
supervise feasibility studies of urgently needed capacity-expansion works in the context of an integrated
transport investment strategy. These training programs should be carried out in the OT through the
technical assistance to be provided by consulting firms, official bodies of the donor countries,
international agencies and also by the Palestinian experts who are presently performing this kind of work
both in the OT and in a number of foreign countries. It is roughly estimated that these training and
technical assistance programs would require a funding of about US$1.5 million. It is also estimated that
an additional amount of US$4.5 million is needed to commence with feasibility studies for road
rehabilitation and expansion projects to be implemented in the interim period.

Interim Period Measures

5.21 In this phase, a major effort should be launched to rehabilitate the inter-city road network.
About 50 percent of the road system (1,084 km) needs to be rehabilitated (primarily pavement
strengthening) without delay. The financial requirement for this program is broadly estimated to be
US$175 million (based on the latest cost figures estimated for Jordan of US$160,000 per km of road
rehabilitation). In addition, the efforts to rehabilitate and repair municipal road networks will require an
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additional funding of US$65 million. Therefore, the total estimated amount needed for road rehabilitation
program for this time period is about US$240.

5.22  Other medium term priorities include the connection of villages close to existing roads with paved
roads, paved connections between villages close together and investments in road markings, signs,
barriers, lighting, etc., to improve road safety. Some strengthening of agricultural roads also is needed
depending on budgetary resources. Total cost is tentatively estimated at US$90.0 million of which,
US$60.0 million for new roads, US$20.0 million for rural and US$10.0 million for road safety measures.

5.23 Transport Services, Wholly owned and operated by the private sector, the enterprises that
provide inter-city road freight and passenger services have been functioning under a highly restrictive
regime. It is assumed that the existing tax system and the non-safety related regulations and controls,
which have been the primary source of the problems encountered by these enterprises, will likely be
eliminated after a peace agreement. However, the adverse efforts of the long occupation years will
remain and continue to impede the efficient functioning of the road transport industry. Because of their
weak financial position and because of the unavailability of financing for the procurement of new buses
and trucks, many enterprises have been forced to operate with reduced fleets. The existing fleet consists
mainly of over-aged vehicles, leading to frequent breakdowns and high operating costs. The
establishment of a transparent legal structure, for licensing new financial institutions and eliminating entry
restrictions to the financial system, is needed to support and stimulate the road transport industry. In
addition, incentives, such as reducing or eliminating import duties for the procurement of new vehicles
and spare parts may be introduced to rejuvenate these enterprises.

5.24 Feasibility Studies. During this time frame, feasibility studies should be initiated to determine
economic and financial viabilities of major transport projects and to assess their environmental impact.
Among such projects, the expansion and rehabilitation of the Qalandia Airport deserves special attention.
In all likelihood, an airport facility adequate to serve international traffic would be required once self-
governing arrangements are in place. Qalandia enjoys a highly suitable location. About 20 percent of
the total Palestinian population lives within a 15 km radius of the airport. In addition, it is accessible by
most of the major highways. Nablus in the north and Hebron in the south are only about a 40-minute
drive from the airport. There is also potential international traffic from the population of metropolitan
Jerusalem following from an Israeli-Palestinian agreement, The existing facilities can already
accommodate all types of aircraft, except the long-range jumbo jets, Because Qalandia airport is in the
area of East Jerusalem annexed by Israel after the 1967 war, the feasibility of using this airport will be
dependent on the outcome of the bilateral talks. However, irrespective of the territorial status of the
airport, there are examples elsewhere of airports with dual immigration and customs facilities serving two
countries, e.g., the Swiss/French Basel-Mulhouse airport. A feasibility study is needed to determine the
extent and timing of the rehabilitation of the Qalandia Airport facilities and to assess their economic and
financial viability. However, the feasibility of implementing the conclusions of the study would depend
on bilateral negotiations.

5.25 Following a comprehensive regional settlement in the area, it can be expected that both passenger
and freight traffic in the OT will grow, requiring additional road capacity. In order to determine the
exact timing, phasing and the location of the needed capacity expansions for a highway development
strategy needs to be formulated based on extensive feasibility studies. The existing traffic configurations
in the OT suggests that the future highway system will primarily consist of three major routes running
in a north-south direction. The main north-south route will link Jenin in the far north to Al Dahiriyah
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in the south passing through important population centers such as Nablus, Ramallah, Jerusalem and
Bethlehem. The exact alignment of this highway link will need to be determined depending on the
outcome of the negotiation between the Israelis and Palestinians. An alternative route by passing the
. highly populated area extending from Ramallah to Hebron may also be economically viable. This route
would serve demand for transport access to the West Bank and the Gaza Strip connecting the West Bank
with Jordan in the east and the Gaza Strip and Egypt in the west. A second north-south highway linkage
along the Jordan Valley may also be economically justified in the future and deserves a careful feasibility
study. A third alternative north-south route that may be justified is the link between Tulkarm and Beit
Sira. In order to meet the future transport demand, it may also be necessary to improve and expand the
highway network along east-west directions, The three alternative routes need to be studied to determine
their economic viabilities and optimal timing. The first alternative is the route linking Tulkarm, Jenin
and northern Jordan through Al Maleh Bridge. The second alignment links Tulkarm, Qalgilia, Nablus
and Amman through the Damiah Bridge. The third route that may require capacity expansion is the road
linking Beit Sira with Jericho and Jordan. During the interim period, it can be expected that only a
modest start could be made in implementing the road capacity expansions that are economically viable.

5.26 It is tentatively estimated that about US$60.0 million is needed for this purpose. The major
developments in the main road networks should commence only after the completion of a comprehensive
transport plan and detailed feasibility studies. It can be expected that tha future highway network of the
OT may become integral parts of international road networks that are being considered to link the Middie
East with Europe in the north and North Africa in the west and the Gulf of Aqaba in the south. These
possibilities should be explored in formulating long-term highway development plans.

527 ‘The Palestinian technical committees and some donor countries have also shown an interest in
reviving the Port of Gaza. Although the Palestinian interest in the port is largely based on employment
generation and nationalistic reasons, the advocates of the port also claim that it would make economic
sense as it could be a major outlet to the Mediterranean for Jordan and beyond. It is also argued that
Aqaba and Gaza could operate as sister ports, allowing the region to take advantage of its enviable
geographical location. The planned agricultural developments in Sinai financed and supported by the
Egyptian Government could also provide an additional justification for reviving the port of Gaza.
However, there may be unused capacities in the existing Israeli, Jordanian and Egyptian ports adequate
to meet future regional and Palestinian demands. The construction of a modern, deep-water port at Gaza
is a major undertaking (the initial cost estimates range from US$200 million to US$400 million). Before
committing such substantial resources to the project, it is highly desirable to carry out a pre-feasibility
study to determine whether a port facility in Gaza makes sense on technical, economic and financial
grounds; such an analysis should be carried out from a regional, as well as a Palestinian, perspective,

It is estimated that about US$7.5 million will be needed for the feasibility studies during the interim
period.

5.28 In the intermediate term, efforts to build an adequate institutional structure need to be continued
to improve Palestinian capability in sectoral planning, coordination, project preparation and
implementation. Technical assistance and training programs initiated under the short-term time horizon
need to be continued. An estimated amount of US$4.5 million is required. However, the exact content

and extent of these programs needs to be determined after an evaluation of the efforts made in the short
run.
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Long-Term Measures

5.29  The specific requirements of the sector in the long run cannot be determined at this stage. The
major capacity expansion needs of the sector and their optimal timing will depend on the findings of the
feasibility studies recommended above. In addition, the Government of Israel, as noted above in para.
5.26, has already developed plans to construct immediately some of the key links of regional highway
networks which will serve international traffic. The availability of such facilities will clearly affect the
gconomic and financial viability of future projects. Therefore, it is not possible to estimate, with some
degree of confidence, the long-term funding requirements of transport networks that will serve
international traffic. In the following table a notional amount of US$100 million is included to indicate
that it is feasible that certain sections of an international highway facility serving the region may be
located within the OT boundaries. However, there will definitely be a need for capacity expansions in
selected portions of the main and regional networks requiring about US$160 million. In addition, the
institutional building activities may need to be continued, depending on the progress made in these areas.
A notional amount of US$250.0 million is included for the development of Qalandia Airport. The
implementation of this project will depend on the outcome of the bilateral negotiations.

5.30  Below is a table showing the funding requirements of rehabilitation and expansion in the transport
sector of the OT:
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i Summary of Financial Needs 1/
Transport Sector

The West Bank and Gaza Strip
(US55 million, constam 1993 prices)

Category Immediate Term | Intermediate | Long Term
Term
Physical Investments:
Road Rehabilitation 240.0
Rural Roads 20.0
Mew Roads 60.0 150.0
Road Safety 10.0
Qulandia Airpont 2/ 250.0
Regionul Rosd Develpment 3/ 100.0
Sub-total 330.0 500.0
Studies:
TA and Training 1.5 3.5
Feasibility Swdies 4.5 8.5
Sub-total 6.0 12.0 0.0
Total 6.0 342.0 500.0
Motes: 1/ The above investment figures should only be consirued as tentative. They are based on preliminary estimates.
Figures shown are commitments within the period indicated. Disbursements would follow commitments with
n log of several months.
iy

Since Qalandia airport is in Israzli annexed East Jersualem, the feasibility of implementing this project will depend
on the outcome of bilateral negotiations.

3!/ The estimated cost figurs refers only 1o those sections of a future intsrnational highway facility in the region that may be located
within the West Bank and Gaza Strip boundaries.

Source: Mission estimates.
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- SOLID WASTE SERVICES

Introduction

6.1 Both observation and anecdotal evidence indicate that delivery of solid waste services in the
occupied territories (OT) is not adequate. Neither the initial "collection" or final "disposal” stages.”
appears to function well in the OT. While no data were available to the mission, visible uncollectad
refuse is evidence that collection does not meet needs of residents. There are no modern sanitary landfills
in the OT. Refuse is simply dumped outside municipal® boundaries, and often burned to reduce volume.

6.2  Inadequate collection and disposal of solid waste does not contribute to the quality of life in the
OT. Household wastes and rusting automobile bodies are part of the landscape. Beyond aesthetics,
implications of inadequate service delivery are serious. There are both health and environmental concerns
associated with inadequate systems for collection and disposal of solid waste. Uncollected waste can
serve as vectors for disease. Disposal sites which are not correctly prepared can lead to groundwater
contamination. Open burning of refuse contributes to air pollution -- which in turn can aggravate health
problems.

6.3 Absence of adequately delineated arrangements for accountability and resource authority
contributes to the current inadequate levels of solid waste service delivery. Conditions in this sector are
similar to those surrounding delivery of other local services in the OT. Local government, generally,
is characterized by limited accountability and constrained authority over resources.?

A. Current Arrangements

6.4 Delivery of solid waste services are the responsibility of municipalities in the OT. Delivery of
services, however, seems to be uneven at best. Appropriate disposal is virtually non-existent because,
as noted above, there are no sanitary landfills available to municipalities. Even if sanitary landfills were
available, it is not clear that solid waste services would be adequate. There are significant problems with
the delivery system at the collection stage: there seems to be an absence of effective accountability. Local
governments that fail to deliver services face no visible sanctions — and residents do not seem to facilitate
collection of refuse. For example, there have been some instances where new dumpsters were set on fire
by local residents and destroyed as soon as they are placed at collection sites.

6.5 Thus, while local governments are nominally responsible for of solid waste services, they do not
appear to be accountable for delivery of these services. Further, it is not even clear that municipalities

1/ Transfer of wastes between local collector vehicles and larger long-haul vehicles can also be a feature of a
solid waste service system. For ease of discussion in this note, transfer facilities are categorized as part of
the disposal — as distinct from collection — activity.

2/ Consistent with the usage in Chapter 2, all local jurisdictions are referred to as 'municipalities’® in this
chapter. See Annex 2.1 for greater detail.

3/ See chapter 2,
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have the financial means necessary to deliver such services. From the data available, it is not possible
to identify levels of either capital or recurrent expenditure on solid waste services. It is known that
recently capital investments have been made in collection dumpsters and trucks — but not in modern
sanitary disposal sites.

6.6  In Gaza, no local fees are levied for the delivery of solid waste services, while a combined fee
for sewerage and solid waste services is levied in the West Bank. Municipal rates for solid waste, as with
other fees, are controlled by the Civil Administration (CA), and are maintained at relatively low levels.
It is not possible, using available data, to determine the relation between fee receipts and current costs
of service delivery. Discussion with the mission seemed to indicate, however, that solid waste collection
is one of the few services actually delivered from the local level. Given this, it is reasonable to assume
that solid waste services-related expenditures constitute a non-negligible share of total municipal
expenditures.

6.7 1t is clear, as reflected in Table 6.1, that revenues generated from solid waste fees represent only
a small proportion of total municipal revenue. Thus, it appears highly likely that insufficient revenues
are generated by solid waste service fees to cover the costs of delivering the current level of services.

TABLE 6.1: ici i r Solid Waste Service in the

m 1988/89 1989/90

Sewerage & Garbage Fee Collection
(*000 NIS) 1,673 1,184

As a percent of Ordinary Revenue 9.38% 5.56%

As a percent of Total Revenue 3.38% 1.86% !

This apparent gap between fee receipts and service delivery costs would undoubtedly be even greater if
adequate services were being delivered. Furthermore, the absence of sanitary landfills presently relieves
municipalities of costs associated with delivery of adequate services.”

6.8 Possible alternative arrangements for delivering solid waste services in the OT are discussed
below.¥ Rough estimates of the magnitude of investment required to build sanitary disposal facilities are
also given. The analysis is indicative only, as detailed and thorough analysis--or, at @ minimum, quick

4/ This is not insignificant. In a modern solid waste service system, disposal (as opposed to collection) costs
typically represent approximately 35 percent of solid waste service costs.

5/ The assumption is made that accountability between municipalities and service consumers (i.e. residents)
and between jurisdictions will develop as a consequence of strengthening local governments.
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reconnaissance study--of service delivery needs and alternatives should be completed before further
investments are made in solid waste disposal systems in the OT.?

6.9 It is imperative that feasible environmentally-sensitive options be highlighted in evaluating
alternative arrangements for delivery of solid waste services. Thus, activities complementary to collection
and disposal (i.e. demand management options) warrant investigation. For example, one issue worth
attention is whether an activity such as the Alexandria (Egypt) Pilot Composting Project is replicable in
the OT. Compost is an excellent soil conditioner, and should have a local market, Similar investigation
should be made into recycling of inorganic materials. Any arrangement finally chosen for delivery of

solid waste services should be identified using environmental and recurrent cost [2COVELY CONCErns as
primary criteria.

B. Alternative Arrangements

6.10  Solid waste services are comprised of both collection and disposal activities. Transfer and
disposal of solid wastes are characterized by relatively high initial capital requirements, relative to
collection activities. Given this, and the fact that there are currently no modern sanitary landfills
available in the OT, the bulk of this note focuses on investment alternatives in disposal activities.

6.11  Collection: The main issues on the collection side in the OT are: (a) who will produce the
service; and (b) who will pay for the service? Collection activities themselves are usually most effectively
handled at the municipal (or even sub-municipal) level. There is room for private sector participation
in this sector, as solid waste collection are services often successfully contracted-out. For this reason,
no estimates of investments in collection capacity are included here.

6.12  Both user charges and benefit taxes” are reasonable means of covering costs of delivering these
services. In the OT, benefit taxes are likely to be the most practical means of paying for the service.
The technology required to implement actual user charges for collection services is likely — at this stage -
- o be prohibitively expensive and cumbersome to manage. At least in the West Bank, the means of
charging users for solid waste services are already in place in the form of the garbage fees. The delivery
system is not working particularly effectively at this time, but this probably has more to do with the
overall status of local governments than it does with solid waste services per se. Thus, success of any
charge applied for solid waste services will be at least partially dependent upon both local governments’
ability to control revenues and users’ perception of increased responsiveness by local governments.¥

6/ This work has apparently begun, with Italian assistance.

1/ A 'user charge’ reflects an identifiable relation between service consumed and cost paid. User charges can
be applied in those instances where users’ are clearly identifiable (i.e. metered house water connection). A
"benefit tax’ is applicable in those cases where (1) it is more difficult to identify consumption patterns of
individual users and/or (2) there are significant extemnality effects. A property tax surcharge for street
lighting is an example of a benefit tax.

8/ See note on local government for expansion of this point.



Chapter 6 85

6.13 Disposal: Given the spatial limits and configuration of the OT, it appears as if between one and
four landfills would suffice to meet solid waste disposal needs. Installation of one large landfill in a
relatively isolated location, combined with a system of approximately six waste transfer stations, is one
option. Another option is to handle waste disposal on a regional basis within the OT, which would
require installation of approximately four landfills -- but no transfer facilities. Possible characteristics
of each of these options are briefly discussed below. Included in each discussion are rough estimates of
respective investment costs.

6.14  Feasibility of the single landfill and rransfer system option is largely a function of; the availability
of a sufficiently large and isolated site not subject to serious groundwater contamination concerns; and
the opportunity to use long-haul transfer in the OT. If this arrangement is chosen, sites should be
selected carefully, with due consideration to both owverall transfer costs and environmental implications.
This latter is a key issue in the OT, given concerns of groundwater contamination.

6.15 Under such a system, local governments — or their designated agents (i.e. private firms) — would
be responsible for primary collection of solid wastes. This service would likely be most effectively
financed by a locally-controlled and levied benefit tax — whether collected by local government or its agent.
Given the regional nature of a larger transfer and disposal system, this portion of service delivery would
be most effectively handled by a regional disposal authority. Any such authority should be established as
financially autonomous, to which individual localities would subscribe, Standard tipping fees would be
levied throughout the system.

6.16 Estimated costs -- investment and recurrent — of such a system capable of meeting OT solid waste
disposal needs for a ten-year period are presented below.

Table 6.2: Esti olid Waste Di
Landfill Transfer
Required Invesiment Landfill Investment Transfer
Capacity Cost O&MIYR Cont O&MYR
(tonsdyr) (U35 maly (USE mul) (USS mul) (USS mil)
oz
Low Estimats 122,275 12.23 1.33 6,11 0.61
High Estimats 220,093 22.01 3.30 11.00 1.10
WEST BANK “
Low Estimate 182,500 18.25 2.74 2.13 0.91
High Estimats 328,500 31.85 4.93 16.43 1.654
TOTAL INVESTMENT NEED
Low Estimate 30.48 15.24
| High Estimate 54.86 27.43 !

Assumptions behind these calculations are detailed in Annex 6.1. Total investment costs for both landfill
and transfer facilities for the OT range between US$45.7 million and US$82.3 million. Breadth of the range
is attributable to uncertainty regarding actual volumes of solid waste generated in the OT.
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6.17 Nominal costs for the full useful life of these facilities would actually be much higher: US$106.7

million using the low estimate of waste volume; and US$192.0 million using the high estimate of waste

generated. These useful-life costs reflect the fact that initial capital investment represents a relatively small
proportion (approximately 40 percent) of solid waste service costs.

6.18  Another possible configuration for a solid waste service system in the OT is multiple sanitary
landfills. Given the population and extent of the OT, it is estimated that up to four landfills would be
required to provide adequate disposal without requiring long-haul transfer of solid wastes. Similar to the
option discussed above, under a system of multiple landfills, each municipality would be responsible for
primary collection of wastes, This service could be a self-produced or contracted-out.

6.19  Each sanitary landfill would serve multiple municipalities. Operation of each landfill could be
handled independently, or alternately, the system of landfills could be managed collectively. In either case,
management could be by autonomous public agency or private entity. Whether management were vested
in a public agency or private entity, it would be important to monitor and/or manage a system of uniform
tipping fees. There are two reasons for this. Fees need to be set at levels so that users do not have
incentive to seek alternate means of disposal (e.g. random dumping). At the same time, fees need to be
managed within a range so that there are not incentives for over-utilization of some sites and under-
utilization of others. Either strategy would be likely to yield environmentally inappropriate and
unsustainable outcomes.

6.20  An indicative estimate of costs for multiple disposal sites is presented below in Table 6.3. Again,
a ten-year useful life is assumed, and a range of estimated costs is given.

Table 6.3: Estimated Solid Waste Disposal Costs in OT:
iple Land iliti

REQUIRED | INVESTMENT OPERATION

CAPACITY COST &
(tons/yr) (US$ mil) MAINTENANCE

(US$ mil/yr)

GAZA
Low Estimate 122,275 .17 0.92
High Estimate 220,005 16.51 1.65
WEST BANK
Low Estimate 182,500 13.69 1.37
High Estimate 328,500 24.64 2.46
TOTAL INVESTMENT NEED
Low Estimate 22,36

High Estimate 41.14
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Total capital investment needs in this sector are estimated to range between US$22.9 and US$41.1 million.
Investment costs for these facilities are lower than those for a one-landfill with transfer facilities system,
partially because small landfills could be built to lower initial standards than one large-capacity site. Full
useful-life nominal costs of multiple landfills, without transfer facilities, are estimated to be between
US8845.7 and US$82.3 million. Within the range of US$23 million to US$82 million to construction new
disposal facilities, if we assume an actual cost of US$70 million an additional cost, estimated at US$30
million, for closing existing facilities may be required. Thus the total capital cost for solid waste disposal
is estimated at US$100 million. These overall estimates, however, reflect neither premiums for building
landfills in areas with potentially serious groundwater contamination problems or intangible costs of
community reaction which may be associated with siting smaller landfills.

Evaluation of Alternate Arrangements

6.21 It is not possible, without more extensive data, to make an informed recommendation between the
alternative arrangements discussed here. The indicative cost estimates given above are not directly
comparable: they reflect disposal costs only. Evaluation of available options, however, must be based on
overall service delivery -- including collection — costs.

6.22  While it appears, from the estimates presented in Tables 6.2 and 6.3, that costs of the one landfill
with transfer facilities option exceed those of the multiple landfill without transfer facilities system, this may
not be the case. Use of transfer facilities can contribute to greatly reducing solid waste collection costs.
Trucks used only for short-haul collection in a system that includes transfer stations are substantially smaller
— and less expensive — than trucks required for a system without transfer facilities. Thus, it may be that
installation of one sanitary landfill and associated transfer facilities comprises part of an overall least-cost
arrangement for delivering solid waste services. Steps to gather essential data for preparation of
comparable overall delivery system cost estimates are noted in the next section.

C. Constraints on the Sector and Recommendations for Further Action

6.23  Several factors are currently constraining delivery of solid waste services in the OT. The primary
factor appears to be absence of clearly accountable service providers. Further, absence of adequate
knowledge of specific solid waste generation patterns, inadequate investment and an absence of adequate
local recurrent resources all contribute to sub-optimal service capacity and quality. Most of these
constraints are not binding.

6.24  Changes will be needed to make suppliers of solid waste services accountable to users.? Some of
the steps necessary to achieve this end will only be practicable in the longer term, as efforts are made to
integrate a network of service delivery within the OT. There are, however steps that can be taken in the
near term to facilitate improvements in delivery of solid waste services in the OT. Three actions can be
taken immediately.

5/ See Chapter 2 for a more detailed discussion of the issue of improving arrangements for accountability
in service delivery.
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6.25  First and foremost, the broad outlines of a solid waste disposal system for the OT should be agreed
after consultation among relevant actors -- including representatives from each municipality as well as
environmental experts. While final decisions on system configuration (i.e. multiple landfills, or one with
complementary transfer facilities) should not be taken until relevant studies have been completed, discussion
of such issues as inter-municipal cooperation, regional initiatives for demand management and landfill siting
criteria, could begin immediately.

6.26  Other actions which can be taken immediately are:
= expansion of investment in collection capacity through purchase of collection vehicles;

®= introduction of technical assistance and training activities to up-grade existing disposal practices;
and

® initiation of studies to identify least-cost alternatives — including location of landfills.

Investment in small collection vehicles will help improve the quality of life in the poorer municipalities.
The technical assistance, training and studies which can be acted upon immediately are detailed below in
Table 6.4. Briefly, the recommended technical assistance and training address on-going disposal problems.
The studies are targeted to ensuring effective and environmentally sustainable investment in solid waste
services for the Occupied Territories. Another US$0.5 million will be required to continue the training
programs and technical assistance in the interim period.

6.27 It cannot be over-emphasized that construction of the landfill(s) should begin as soon as possible.
Current disposal practices are not adequate and create serious environmental problems. Once modern
sanitary disposal facilities are available, pre-existing dump sites will need to be cleaned up and closed. The
longer these two steps are delayed, the more costly they are likely to be in environmental terms.
Consequently, and because of possible objections by local residents to new disposal sites and to encourage
public participation in maintaining clean cities, one of the short-term recommendations (see Table 6.4) is
for introduction of a community-awareness program.
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. TABLE 6.4: Immediate Action Outline;

Technical Assistance, Training and Studies
for the Soli Sector i e OT

ic i ini
Up-grade existing dumping practices
Introduce Community Awareness Program

Train Sanitary Engineers

Total Cost US$500,000
Studies on:¥

Services Demand Assessment

Volume and composition of wastes generated
User needs and willingness-to-pay

Disposal System Alternatives
Technical, Financial and Economic Investment Analyses
Operational Costs and Cost Recovery Options
Landfill Siting (i.e. geological & environmental)
Regional Cooperation Options
Closing of existing sites

Recycling Feasibility and Markets (including pilot)
Composting Feasibility and Markets (including pilot)

Total Cost UUS$1,500,000

af Options for private sector participation (PSP) in the sector are not explicitly included as a separate study
item, as these issues should be incorporated in activity-specific analyses.
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Annex ﬁ,l

Assumptions used to arrive at indicative investment needs for delivery of solid waste

disposal services are detailed below.

Population:

A population of about 2.5 million.

Volume Generated:
The volume of solid waste generated per capita is estimated to be between 500 grams
(low estimate) and 900 grams (high estimate) per day.¥

Investment Costs:¥
For one high-standard modern sanitary landfill, investment costs are estimated at US$10
per [metric] ton capacity.

Transfer station investment costs are estimated at US$5 per [metric] ton capacity.

For lower-volume capacity modern sanitary landfills, investment costs are estimated at
US$7.50 per [metric] ton capacity.

Recurrent Costs:*
Based on international experience, initial site preparation represents, at most, about fifty percent
of overall solid waste disposal costs.

For one large landfill, a unit cost of US$15 per [metric] ton is used to estimate recurrent
COsts.

For transfer facilities, a unit cost of USS5 per [metric] ton is used to estimate recurrent
COSLs.

For lower-volume capacity modern sanitary landfills, investment costs are estimated at
US$7.50 per [metric] ton.

o

¥

Sandra Cointreau, (1984) p. 167.

Baoth relative percentages and approximate costs are drawn from: Sandra Cointreau-Levine, 1992.
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HOUSING

Introduction

71 The OT are well positioned to develop a modern housing policy that can contribute directly to
improving housing for all Palestinians and, indirectly, to developing of the economy. Housing policy
is not simply a question of fixing a component of the social welfare system. The linkages between the
housing sector and the macroeconomy are explored in this chapter, through the real, fiscal and financial
circuits of the economy.

7.2 This chapter first presents a conceptual and analytical framework for understanding the housing
sector in the OT and defines the broad characteristics of a well-functioning housing sector. The second
section of this chapter describes the present status of the housing and urban land markets in the OT and
compares it with 10 other economies! of similar income levels. The third section of this chapter outlines
the key elements of an enabling strategy, which is necessary in order to leverage scarce public resources
and create a well-functioning housing sector. Seven key instruments of an enabling strategy are
discussed—three to stimulate the demand for housing, three to facilitate housing supply and one to manage
the sector in a manner that ensures that markets provide adequate and affordable housing for all. The
fourth section suggests next steps for studies and technical assistance in the sector.

Housing and Urban Land Policy Reform

7.3 The objective of good policy for the sector aims at maximizing the contribution of the housing
sector to the economic and social development of the OT. This requires that housing and land issues be
set in a broad context, where not only obvious problems, such as low levels of new production and the
high cost of shelter, are considered, but, where the linkages between housing and the broader goals of
development are kept in focus. The OT are already substantially urbanized areas, and most economic
strategies for their development are likely to lead to even further growth of the cities, towns and villages.
As is the case with many thriving developing economies, the success of development objectives will

depend on the functioning of urban areas, which in turn depends, in part, on how well the housing sector
works.

7.4 The concept used to describe the objective of housing policy reform is referred to as the "well-
functioning housing sector.” This view has been articulated in the Bank's recent housing policy paper
and is based on the workings of the housing sector from five distinct points of view: housing consumers,
housing producers, housing finance institutions, local authorities and central governments. Each of these
. actors has distinct desires in respect to the housing sector, and good housing policy resolves these

differences by making the trade-offs as explicit as possible and by suggesting an open and transparent
decision-making process in the sector.

1/ The ten countries are Thailand, Tunisia, Jamaica, Turkey, Jordan, Chile, Poland, Mexico, Malaysia and
Algeria. All comparative data is drawn from the JBRD-Habirar: Housing Indicators Project. Full details
are available in Table 1.
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A. Present Status of the Housing and Urban Land Sector

7.5  The housing and urban land sector in the OT exists in a policy vacuum where sector problems
are compounded by the political environment. At present, there is no explicit policy toward housing per
se. The Israeli Government for the OT, the Civil Administration (CA), has taken strong actions, such
as prohibiting building outside the existing municipal boundaries, which severely affect the housing
sector, but no overall policy has been articulated at present. On the Palestinian side, the organizations
involved in housing operate on a purely welfare basis at this time.

7.6 The lack of explicit policy is further complicated by a complex set of governing laws. Ottoman
law applied until 1917, The mandate imported many British rules and regulations, which applied from
1922 to 1948. At that point, Gaza came under Egyptian control and the West Bank became part of
Jordan and subject to all Jordanian laws. Since 1967 the Israelis have applied a combination of laws from
the three preceding regimes, modified by many military orders. Present debate focuses on the process
of issuing and applying the military orders, as well as the content of the various legal frameworks in use.
Overall, the present situation is one of extreme complexity, antiquated statutes and, as a result, much
friction between the parties involved.

1.7 Much of the policy and institutional infrastructure found in most countries does not exist in the
OT. There is no direct governmental activity in the sector, such as publicly built or owned housing. The
fiscal system, as applied to taxation and service provision to the housing sector, is very weak. At
present, there is also no formal financial system to serve builders, home buyers or those who might
provide infrastructure.

7.8 Obtaining data on the housing sector is also a problem. Although the Israeli Government did
collect statistics on the OT, their efforts have been largely stopped since the start of the Intifada in 1988.
No Palestinian organization has picked up this function. The cash nature of the economy, the use of three
different currencies and the considerable capital flows into the OT from outside all obscure the level and
nature of economic activity in the sector. Conflict over political matters also provides incentives to
conceal transactions and evade even the minimal existing regulations.

Demand for Housing

7.9 According to the Israeli CBS, the end 1992 population is estimated at 1.77 million, although other
estimates by Palestinian and Israeli researchers would place the current population at some 10-12 percent
higher, i.e. close to 2 million. However imprecise the current population estimates, the rate of increase
for all of the OT is high by international standards. Only 8 out of 200 countries covered in the most
recent World Bank Atlas report a higher growth rate. One result of such rapid population growth is the
young age structure of the population. In the OT approximately 50 percent of the population is less than
15 years of age. Household formation is also proceeding at a rapid pace. According to recent studies,
the annual rate of household formation during the past five years is 5.4 percent.
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7.10  One of the key uncertainty concerning the future of the housing sector in the OT is the possibility
of returning population. Recent UNRWA estimates are that there are about 3.5 million Palestinians
outside the OT. The outside population is, therefore, approximately twice the number of people living
in the OT. Some of the Palestinians living outside have maintained residency rights in the OT and are,
in principle, free to return, while the return of others will be subject to negotiations between Israel and
the Palestinians. How many Palestinians might actually return would also depend upon their perception
of future economic opportunities in the OT. Although the number who might return is unknown, the
implication for the housing sector is clear. Even a small share of the outside population returning would
present a tremendous demand surge for both housing and urban land. This makes the benefits of having
a responsive supply system even greater than they would be in a place with little or no immigration. The
policy objective should be to have an environment that can adjust efficiently to such uncertainty; an

environment where demand surges are reflected in increased output, rather than increased prices, to the
extent possible,

7.11  There is already some evidence that Palestinians from outside the country are bringing back
money to invest in real estate. Authorities should have some emergency plans to accommodate rapid
inflows, should they occur. The main effort, however, should be to make the supply system work as
responsively as possible; this involves fixing everything from the way municipal boundaries are set; how
infrastructure is planned and financed (e. g., letting developers build and pay for their own infrastructure
in order to permit them to use cheaper land and to avoid the long delays in the public supply of
infrastructure), how permits are given; and how the building industry responds to consumers® desires in
the context of policies and regulations.

Supply of Housing

7.12 The outcomes observed for urban housing in the OT are characteristic of strong demand in the
context of a restrictive supply system. The result is high relative prices for new dwellings and high levels
of crowding for those of modest income. Rather poor information on the relative price of existing
housing makes it seem similar to comparators (Table 7.2), 3.4 times the annual incomes in the West Bank
and 5.5, in Gaza. The median for 10 comparators is 5.0. However, there is reason to believe that the
relative price of new units is much higher. The least expensive new units sell for about $45,000, which
Is approximately four times the estimated median household income. Medjan new house price to median

income would be a multiple of about 7 to 8 times annual income, a level toward the upper end of the
range for market economies.

7.13  Output of new housing units in the OT was only "average” in the late 1980s. According to data
for 1987, the OT produced 4.9 units per one thousand pecple, 6.4 in the West Bank and 2.5 in Gaza.
Production in the West Bank is the same as the median for the comparators while new construction in
Gaza may have been kept low by the greater difficulty in obtaining serviced land. Gaza reporting may
also be distorted due to the large share of residents in the refugee camps. Evidence is that the rate of
production in the OT overall has grown since 1987, especially after the start of the peace talks.
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7.14  The high prices are also reflected in the very large share of GDP required to deliver this average
level of output. While typical output in an area with high levels of uncertainty, such as the OT, may
seem indicative of good performance, the level of investment required to achieve it tells another story.
Using data from the 1987 national income accounts, the ratio of investment in private building and
construction (which includes a small amount of commercial construction) to GDP is very high - 20.3
percent. Despite the rather modest number of units per capita, this ratio far exceeds similar comparator
producers where the median level is only 7.4 percent of GDP. The result is a substantial use of economic
resources for a modest output of new housing units in the OT.

7.15  According to the available statistics? the average number of persons per room is 2.3, which is
high for this income level. The distribution of occupancy shows a more accurate picture of the living
conditions of the poor, where more than one third of households live with thres or mOTe persons per
room. Although no income comparisons are available it is likely that the poor are disproportionately
represented by those living in the refugee camps. In the West Bank about 7 percent of people live in 20
camps, all in urban areas. In Gaza the share of camp dwellers is higher, about 50 percent of the
population. Although these camps have existed since 1948, in most cases the status of people living there
is different than the poor outside the camps. No tenure security is formally recognized in the camps, but
the fact that people build substantial housing units and that there is a rental market indicates that people
believe they have some rights. The building code and the arrangements for local services in the camps
are also different than in the rest of the OT. Much of the housing built has been on smaller lots than
permitted outside, without rules such as set-back and lot coverage, creating much higher densities.
However, the camps do not look like squatter settlements in that street right-of-ways have been kept clear,
and the level of some services, such as solid waste collection, is often as high as in the neighboring
communities. In part, this reflects the UNRWA provision of these services and the existence of many
NGOs in the camps.

7.16  Rental accommodation is in short supply? because, with present rent controls, the construction
of rental units is unattractive. Rent levels are very low, about 5 percent of income, which reflects the
tightly enforced rent control regulation. Typical rents in the 10 comparator cities are much higher, with
20.5 percent of median share of income spent on rent. Interestingly, the present "fixed for all time® rent
control in the West Bank is derived from Jordanian law during the 1948-1967, period which has been
abandoned in Jordan but not in the West Bank. Although there is no direct information available on the
supply of rental accommodation, discussions with the mission indicate that finding a rental unit is very
difficult, and one must often resort to relatives and friends to secure rental housing. The proportion of
owner-occupied housing is higher than expected?, both in towns of the West Bank and in Gaza,
reinforcing the conclusion that rent control has suppressed the supply of rental units. While the average

2!/ Data from Construction and Housing in the West Bank and Gaza, West Bank Data Base Project, Jerusalem,

1989. There is some partial data from Palestinian sources suggesting that the average number of persons
per room is even higher at around 3.

3/ There is no data on rental accommodation in the OT. Discussions with the mission indicate that there are
practically no landlords with multiple units for rent. Rental accommodation is viewed less as an investment
or business than as a means of financing a dwelling or retaining ownership of the land.

4/ Owner occupancy is estimated at 69 percent in the West Bank, and 98 percent in Gaza, versus 63 percent
in the 10 comparators.
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monthly rental for a typical 135m® apartment in the West Bank is about NIS 100 (see Table 7.4), new
rentals amount to about NIS 400.

7.17  This long-term picture of the imbalance between the supply and demand for rental units has
probably been made worse by the high inflation of recent years. In these circumstances, the nominally
fixed regulated rents will pose an even greater risk to landlords. For commercial properties, this risk is
being offset by requiring large "key money" deposits at the outset of the lease. Both commercial and
residential rents are now often denominated in US dollars to hedge against changes in value of the Israeli
shekel and the Jordanian dinar. Although there may be factors that encourage the production of rental
units, such as the practice of extended families living in close proximity and the need to finance housing
by renting out parts of buildings, it is clear that the rent control is a binding constraint at present.

7.18  Housing should be thought of as a bundle of services rather than simply the dwelling unit itself.
The quality of and access to urban services greatly influence the actual and perceived utility that a family
derives from the housing unit. This report includes separate chapters on water, sanitation, electricity,
roads, and some other urban services. The coverage of services in the major urban areas is fairly high,
but that the quality of service is often low and variable. While improving those services is not a housing
problem per se, it is worth noting that more and better services will indirectly contribute to better housing
conditions. The most obvious indirect linkage, however, is that better infrastructure and service provision
may be the critical factor that determines the expansion of buildable urban land. If the regulatory
environment that influences urban infrastructure and service provision is not conducive to responsive and
efficient expansion, then land prices will be higher than necessary and housing conditions worse.

7.19  The high relative prices for new housing in the OT are a result of distortions in the input markets
for both housing construction and serviced urban land. Construction costs at $300 per sq m, are very
high for a country of this income (the median for the 10 comparators is only $157). The value of
serviced urban land at $60 per sq m¥ is, however, about the typical median price of $66 in 10 comparator
cities.

7.20  The cost of new construction in the OT is high at present, in part, because the standards are high.
All new units are of masonry construction with high levels of finish. These high standards may be less
the product of inappropriate regulation and more the result of limited access to new dwellings by
moderate and lower income classes because no financing is available, Building materials such as stone,
aggregates and some manufactured items are produced in the OT, but other items and raw materials come
from Israel, where many items are priced well above levels in neighboring countries. In addition, the
very restrictive regulatory environment, which only confers permits on about half of the new construction
and which makes constructing a new dwelling take as long as 18 months, pushes up the costs per unit
of housing. High costs per sq m translate into high prices per house because units are large (the average
floor area of a new unit in 1992 was 140 sq m) and are built on large lots (minimum of 500 sq m). In
the 10 comparators, the median unit size? was 61 $q m and the median minimum lot size was only 96
sq m.

3/ This number is almost double the price of land in Jordan, however.

6/ The data reports this as the median size of the entire housing stock, but our estimate is that the new units
would only be about one third larger, making the estimated median for new units 81 sq m at most.
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7.21  The supply of serviced urban land suffers from similar cost-increasing distortions even though
the typical price per sq m is only about the median level of the comparators. Land area per housing unit
in the West Bank may be about five times the comparators’ median, however, because of the very high
minimum lot size requirements. While the minimum lot size in Gaza is similar to the West Bank, this
is not strongly enforced. The overall supply of urban land is determined by zoning. In aggregate,
municipal boundaries in the OT have not been expanded significantly since 19677. The population living
in these jurisdictions has approximately doubled since that time. Furthermore, there is similar pressure
on land in villages, where a substantial part of the population lives. In addition, the lack of fully
documented titles and the absence of an efficient and complete land registration system have further
reduced the quantity of buildable land. It is estimated that as much as 5O percent of the land within
municipal boundaries where housing can not be legally constructed has title and registration problems.
Even on land where it should be possible to obtain a permit, a very restrictive practice of tying building
permit issuance to compliance with other regulations, such as the payment of taxes, has limited the supply
of permits for building or changes in land use. It is also virtually impossible to build outside municipal
boundaries, a practice that eliminates that escape valve on the demand for urban land. These are all
artificial restrictions. There are no natural limitations to urban expansion in the OT, and potentially
buildable land is plentiful.

7.22  Evenon the land zoned for residential use, the supply of infrastructure has been quite limited due
to the weak fiscal position of local governments. In most cases, they are barely able to cover their
recurrent costs, leaving virtually nothing for the expansion or maintenance of their physical facilities.
The development budget of the CA has not been applied to distribution systems and local infrastructure
within the municipalities to any great extent. Thus, the shortage of infrastructure has served to increase
the price of the available serviced urban land.

7.23  An additional factor that has probably increased the price of land is the absence of a formal
financial system. Since no financial assets are available to store wealth, and because the business
environment has been uncertain and risky, the real estate sector has become the best investment for most
people. A low or zero tax on holding vacant land, and no taxation on income derived from such
transactions, have made land the most attractive refuge for many savers and investors. Although a formal
financial system may have also stimulated additional demand and, thus, higher prices, the impression of
the mission is that the considerable liguidity in the OT already permitted the purchase of land and housing
by many and that the net effect of the lack of safe financial investments has actually increased the
effective demand for land and served to raise prices higher than would otherwise be the case.

Land Use Planning

7.24  Urban planning is the most elemental building block in the regulatory system of cities. Clear
physical plans and the associated implementation instruments and procedures can have an important

1/ See Annex 2 for details on selected municipalities.
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impact on the efficiency and the equity of urban development. This important issue, as it relates to the
OT, has been recently researchied elsewhere? and only a brief summary of the issues is presented here.

7.25  Urban planning broadly includes regional plans, outline plans for each community, detailed land
use and zoning plans, subdivision regulations and building permit procedures. A well-functioning urban
planning system needs common goals and a unified approach to harmonizing the various types of plans
and regulations. The situation in the OT since 1967 has not been conducive to such a system. In fact,
the already fragmented framework, which includes mandate planning, Jordanian law and subsequent
Israeli military government modifications, has not been unified in any way. It has not been a question
of technical difficulties but rather a question of how political responsibilities could be reflected in
institutions and procedures. The institutional responsibility for reforming urban planning law and practice
will be a component in each stage of the peace process,

7.26  The history of urban planning in the West Bank? since 1967 has been to leave the old rules in
place while significant modification have actually been taking place. Ten Israeli military orders, which
refer to the previous Jordanian Planning Law #79 have been published since 1971. The effect of these
changes, according to the noted recent study, has been to transfer powers to nominees of the Israeli
Government and to give additional power to the High Planning Council (HPC). The HPC, which is
staffed by Israelis at the top and which reports to the military commander of the OT can overrule all other
bodies, including municipal planning councils. More importantly, the HPC must approve expansions of
municipal boundaries and subdivision plans, the two most important acts for bringing new land onto the
market. The record is one where the expansion of boundaries has been very limited; subdivision has been
difficult and involves very long delays; and other development permits requiring HPC approval have been
difficult to obtain. On the other hand, Israeli settlement has been administered under Israeli law and have
been able to expand more freely.

8/ See Anthony Coon, Town Planning Under Military Occupation, Al-Hagq, 1993,

9/ No information on the Gaza Strip was obtained,
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Table 7.2: Data For the Occupied Territories and Ten Comparators -
Variable (Units Total OT | West Ban?' Gaza All Ten | All Ten )
Mean Median
1990 GNP/capita 2,008 2,200 1,300 1,671 1,780
(USS)
| Urban Pop. Growth 39% 3.9%
Househaold 5.4% 3.1% 3.5%
Formation
House Price to 3.4 5.5 5.7 5.0
Income
" Rent to Income 4.4 5% 6% 20% 21%
Persons per room 2.1 24 1.8 1.8
Building Cost 300 212 157
(US$ per sq.m)
Lowest Price New 45,000 15,953 15,150
Unit (US$)
Serviced land cost &0 61 66
(USS$ per sq.m)
New Units per 1000 4.9 6.4 2.5 7.9 6.4
Investment (GDP) 203 % 20.3% 7.2% 7.4
Owner Occupancy B4 69 % Q8% 61% 64
“ Urbanization 0%
Minimum Lot size 500 500 500 163 %6
(sg.m)
" Construction Time 18 14 12
(months})
Inflation 1980/90 23% 13%
L3
B. Housing Sector Strategy L

Issues

7.27  The overall objective of reform in the shelter sector is to make the housing market function better
so that the housing needs of the present and future populations can be better met at lower prices. The
existing policy and regulatory environment makes the supply system unresponsive and uses far too many
resources for the outcomes achieved. The demand for housing is unpredictable in the OT because the
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relationship between a political settlement, migration and financial flows are unknown. Nevertheless, the
immediate objective of housing policy development and reform in the OT should be to increase the
responsiveness of the supply side and to address demand only through (i) the development of a more
« appropriate property rights system; (ii) the incorporation of finance for housing as the overall financial
~ system is put in place, and (iii) the design of a possible housing assistance safety net for the urban poor.

7.28  The overall housing sector issues for the OT are high prices; considerable crowding, especially
in the refugee camps; inadequate and poor infrastructure; and inefficient use of resources invested in the
sector. These broad characterizations of the housing sector can be reduced to more specific issues on
both the supply and demand sides of the market.

7.29  The main supply-side issue is the regulation of land and housing development where every step
in the process, from the conversion of non-residential land to housing use to the processing of permits
and licenses and even to the building standards themselves, all work to restrict supply and increase prices.
Those portions of the market most likely to serve the poor suffer from the most stringent regulations: best
exemplified by the rent control regime in the West Bank. The supply of land and housing is also
influenced negatively by present practices in the provision and maintenance of infrastructure. More direct
public funding for infrastructure expansion and upgrading, as well as better channels for potential users
to pay for it, are urgently needed.

7.30 The issues on the demand-side are also important. Present ambiguous property rights
regulations serve to frustrate households’ ability to realize their housing objectives. These regulatory
complications on establishing ownership, making transfers and obtaining specific permissions not only
limit demand due to insecurity, but are also a restriction on the supply of buildable land. These
circumstances are magnified in the camps where tenure security and transaction rights are totally
informal. The complete lack of formal housing finance is also a demand-side issue, which negatively
affects the poorer and those without savings to a greater extent.

An Enabling Strategy for Housing in the OT

7.31  If the interests of all of the participants in the housing sector are to be served, and if the interests
of the broader society are to be served, housing policies must be crafted in a way that draws on and uses
knowledge about the way housing markets work, in a way that addresses the causes rather than the
symptoms of policy failures. The most recent international comparisons suggest that the best way to
exploit information on how markets work is through enabling strategies, which permit limited, but
critical, public interventions in housing markets to leverage the activities of the private sector. Such
strategies make particular sense for the OT because the public sector role can be designed with minimal
reference to historical institutions and policies. This section takes up the key operational instruments that
.comprise an enabling strategy, and looks at how they can be applied in the OT.

7.32  The housing sector can be made to function well by focusing on seven basic components of

* housing policy for the OT:; three to facilitate the process of housing supply; three to stimulate and
strengthen housing demand by all income groups: and one to create an overall institutional framework
for managing the housing sector and ensuring adequate access to housing by the poor. Each of these
components has the capacity both to increase the efficiency of housing markets and directly improve
housing outcomes for the poor in the OT. '
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7.33  Regulating Land and Housing Development. The appropriate strategy for the OT, in view of
the high land and housing costs, is to appropriately reform regulations, with the objective of making the
supply system for residential land and housing more responsive. Such a change is necessary if demand
for shelter is to be reflected in more housing units rather than higher prices. A more responsive supply
system can be achieved by reforming the regulatory environment to provide an appropriate balance
between the costs and the benefits of regulations that influence urban land and housing markets, especially
land use and building. Regulations also need to be established in a way that benefits rather than, as is
now often the case, penalizes the poor. The obvious priority areas for regulatory reform are the
expansion of urban boundaries, the subdivision of plots, the granting of construction permits and the
content of the building standards themselves. To accomplish the reform, audits are needed to identify
key urban regulations; to establish their impacts on housing demand, supply, and prices; and to establish
both priorities and details for regulatory reform.

7.34  Infrastructure for Residential Land Development. Approving the use of vacant land for
housing construction will not directly lead to more and better housing if the basic infrastructure is not
available. Therefore, immediate attention should be given to expanding and improving residential
infrastructure in the OT. It is not known at this point how much residentially zoned vacant land is
unserviced or where extension into new areas is needed. In terms of a strategy to maximize the impact
of infrastructure investment on the housing sector the hierarchy should be: first, to complete services to
areas within existing municipal boundaries where trunk infrastructure already exists and where other
permissions will be easier to obtain; fecond, to extend infrastructure into areas immediately adjacent to
presently developed areas where there is demand for residential land; and, third, to upgrade infrastructure
in areas where present levels are deficient. The refugee camps are a special case where selective
infrastructure improvements can have great payoffs in terms of the quality of life of the residents but
where the impact on the total quantity of housing may be nil or even negative if people move out of the
camps. Any strategy should pay attention to cost recovery mechanisms and maintenance. An important
financing strategy will be to allow developers to pay for and to supply residential infrastructure
themselves.

7.35  The Building Industry. Regulators should seek to remove constraints to the maturing of the
construction sector, the growth of large-scale developers and the integration of house building with land
development firms. The longer-term health of the industry will depend on how well and how fast the
markets for critical inputs such as finance, labor, land, infrastructure and materials are integrated and
allowed to grow and to foster competition. Although the building industry in the OT works fairly well
at the present level of demand, the reforms to the regulations affecting this industry may be one of the
key components for creating the capacity to respond to large-scale immigration in the future.

Housing Demand

7.36  Property Rights. Tenure insecurity and the risk of property rights disputes have made housing
conditions in the OT worse than need be. In addition, land transactions are cumbersome, slow and
inefficient, insulating the response of the market from demand. The strategy should be to gradually
established a modern, comprehensive system of tradeable and enforceable property rights, clarifying
ownership and the title to private and public lands. Although this is a high priority, the process needs
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to be carefully structured and deliberate. Programs of land registration and the regularization of insecure
tenure (such as in the refugee ¢amps) should be undertaken in a phased manner. Whenever possible,
programs for regularizing tenure should go hand-in-hand with infrastructure improvement, and the
provision of long-term finance in those areas, and should seek to recover costs.

7.37 A Safety Net for the Poor. Helping those unable to take care of themselves is the most basic
role of government in any sector. A basic palicy choice for the OT is whether to adopt private sector
oriented housing policies that enable housing markets as in Lebanon and Jordan, or whether to adopt a
public sector role with heavy regulation of the private sector as in Israel and Egypt. We strongly
recommend that housing subsidies for the poor in the OT should be seen as either transitional or as a last
resort. This view is necessary to keep subsidies affordable and to keep attention on the broader reforms
that will cumulatively have a much greater impact on the poor than direct subsidies. Initial policy
reforms should first try other methods for improving access to housing, such as regularizing insecure
tenure, reforming urban land-use planning, assuring access to market-rate housing finance as it becomes
available, removing barriers to the production of rental housing and improving housing supply markets
to reduce prices. If subsidies are necessary, they should be well-targeted, measurable and transparent,
and should avoid distorting the housing market. Subsidies in the form of rent control, which have been
shown to be inequitable and to distort markets and reduce housing supply, should be eliminated in the
OT. One-time capital grants and housing allowances will usually be more appropriate than rent control
or production subsidies.

7.38 Mortgage Finance. Development of mortgage lending must go hand in hand with overall
financial sector development. Financial policies should permit private, as well as public, institutions to
borrow and lend for housing at positive real interest rates and on equal terms with other sectors.
Competition™® should be encouraged to improve efficiency. Mortgage instrument designs should permit
the interests of both borrowers and lenders to be realized through appropriate terms, especially indexing
provisions. Collateral security should be fostered by well-designed and enforced systems of titling and
foreclosure. Lending for the provision of rental housing, where many of the poor will live, should be
facilitated by the gradual removal of rent control regulations. The strategy should be to have those
knowledgeable about the housing industry participate in financial sector development activities.

Overall Institutional Framework

7.39 A new institutional framework for managing the housing sector in the OT should make it possible
for the public sector, with its limited resources, to manage that sector in a manner that provides adequate
and affordable housing for all. A public agency with a mandate to build and manage housing directly
_is not desirable. International experience suggests that an indirect public sector role will be more
_effective. Instead, an institutional mechanism for overseeing the performance of the sector as a whole,
and coordinating the major public agencies that influence housing sector performance, is needed.

» Institutional mechanisms should be devised to collect, analyze, interpret and publish data on the
performance of the housing sector, particularly concerning the poor; provide an institutional linkage
between housing and macroeconomic planning; generate long-term plans for housing sector development
in conjunction with the central planning agency; provide a forum for participation of the private sector,

10/ This point refers to the desirability of integrating housing finance within the financial sector rather than
having a single housing bank, for example.
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NGOs, community-based organizations and the general public in housing policy formulation at both the
national and municipal level; review the effects of regulations on housing; initiate regulatory reforms;
engage in housing policy research: and influence decision-makers in housing-related agencies and local
counterpart institutions to improve housing sector performance.

7.40  Inaddition to the functions of policy formulation, coordination, and monitoring, other institutional
responsibilities, which correspond to elements of an enabling strategy, must also be addressed by a
variety of new housing institutions that should gradually come into being in the OT, The most pressing
of these functions are; (i) establishing and overseeing the regulatory framework for delivering housing
finance by the private sector, for developing effective instruments to direct mortgage lending to the poor
and for providing an institutional context for mortgage lending; (ii) administering housing subsidies for
the needy, focusing on beneficiaries rather than on dwelling units; (iii) establishing and broadening
property rights, especially through regularizing tenure in refugee settlements; (iv) providing infrastructure
for all communities; (v) bringing together infrastructure agencies to coordinate infrastructure provision,
and thus create an adequate supply of serviced land; and (vi) reviewing the impact of various regulations
on the performance of the housing sector and proposing new legislation to improve sector performance.

7.41  Recommendations concerning operational instruments which are necessary to enable housing
markets to work effectively are summarized in the following table.
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COMPONENTS OF HOUSING SECTOR DEVELOPMENT IN THE OT

———

Do DON'T
Develop A Better Property | + Reform land tenurs x Institute costly titling systems
Rights Regime ¥ Expand and clarify land ownership x Discourage land transactions
v Reform property taxation
Develop A Mortgage ¢ Encourage private sector to lend x Allow interest-rate subsidies
" Finance System ¥ Lend at positive/market rates x Discriminate against rental housing
¥ Develop & enforce foreclosure laws investment
¢ Ensure prudential regulation x Neglect resource mobilization
x  Allow high default rates
Design Efficient and ¥ Make any subsidies transparent x Build subsidized public housing
Effective Assistance for the | v Target subsidies to the poor x  Allow for hidden subsidics
Poor ¢ Subsidize people, not houses x Let subsidies distort prices
v Subject subsidies to review X Usec rent control as a subsidy
Provide Infrastructure v Coordinate land development x Allow bias against infra- "
+ Emphasize cost recovery structure investments
¥ Base provision on demand x Use environmental concerns as
v Improve camp infrastructure reason for slum clearance
Improve the Regulation of | v Reduce regulatory complexity x Impose unaffordable standards
Land & Housing v Assess costs of regulation % Maintain unenforceable rules
Development ¥ Remove artificial shortages x Design project without link to
¥ Allow urban expansion regulatory/institutional reform
Strengthen the Building ¢ Encourage growth of large developers | x  Allow long permit delays
Industry v Encourage small-firm entry x Institute regulations inhibiting
¢ Increase local materials production competition

7.42  The previous section has outlined the
is possible, however, to group these together
them. In the following section, each packa
right now; what

Develop a Policy &
Institutional Framework

v Balance public/private sector roles

¥ Create a forum for managing the
housing sector as a whole

v Develop enabling strategies

¥ Monitor sector performance

Engage in dircet public housing
delivery
Neglect role of local government

C. Next Steps to Improve Housing Sector Performance in the OT

spermanent status of the OT has been agreed.

7.43  Regulatory reform should be
markets. During the interim period,

full range of components for housing policy in the OT. It
and to suggest some timeframe or phasing for implementing
ge of reforms is discussed in terms of what could be done
steps might be taken in the medium term when there
“rrangements, especially for local government; and

might be interim political

what actions must wait for the longer term when the

highest on the list of actions to improve the housing and urban land
a full land market assessment and audit of regulations in the housing

sector should be undertaken. This a complex process requiring considerable effort at both OT-wide and
local levels. However, not all reforms need wait for the results of a comprehensive review. In the short
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run, an audit of local reguldtory problems pertaining to housing and land development could be
undertaken in selected communities. Such an exercise should be voluntary on the part of local authorities
and should be designed to essentially clear the backlog of pending regulatory issues, such as requests for
subdivision, zoning and building permission. If such issues could be resolved at an early stage, it might
provide considerable incentive for returning Palestinians to locate in the reforming communities. In the
longer term, regulatory reform encompassing all urban areas needs to be designed, and the full apparatus
for implementation put in place. The plan to do this will be the main product of the work during the
interim period.

7.44  Undertaking land market assessments and regulatory audits will probably require the training of
public sector staff. Since the interim period is likely to see more authority assigned to local governments,
there will be a need to develop both procedures and expertise for local public service and infrastructure
matters long neglected or previously carried out by the occupation government, Technical assistance
required could be extensive due to the need to work with numerous local authorities.

7.45 Providing infrastructure for housing is the second area where public sector activity can
immediately contribute to better housing sector performance. In the short run, local authorities need to
make immediate plans to expand infrastructure within existing boundaries. Such expansion should first
concentrate on servicing dwellings already existing or under construction, with appropriate fees and
charges to reflect the costs of doing so. If external assistance were available, a fund could be established
to provide either partial grant or loan funding for capital improvements to housing-related urban
infrastructure, Since the possible demand for such funding is virtually unlimited, such a program would
need to be designed to reward those communities that had systematically identified their shortages and
prepared a regulatory reform program for implementation in their community. The specific cost-sharing
arrangements would also serve as a rationing device. The opportunity to stimulate local private
contributions to urban service provision, either from households or developers, should not be missed in
the name of helping the poor. Subsidies to assist the needy should be handled separately not as a feature
of how all infrastructure is financed. Although not narrowly a housing issue, in the medium term the
role of local governments in providing local infrastructure needs to be made clear. For most types of
infrastructure, there is little or no reason to involve higher levels of government. The exception may be
in the capital financing of long-lived facilities where local governments will, at least initially, not have
the ability to borrow funds for investment.

7.46  Strengthening the building industry is not an immediate priority. Broader regulatory reform
in the sector needs to include an examination of constraints to expansion felt by existing builders and the
establishment of a broader real estate development industry. The best way to do this may be to be sure
that the industry is fully represented in the regulatory reform process.

7.47  Property rights reform will affect both the demand for and the supply of housing. There may
be scope for an immediate adjudication exercise to resolve specific disputes where possible housing
projects are being held up. Technical assistance could play a role in such a solution. Logically the
longer-term work should commence with a review of existing laws and regulations. A reform program
based upon principles of transparency and oriented toward facilitating transactions is necessary for the
long term prosperity of the sector, but there are important preparatory steps to be taken, If local
authorities are given jurisdiction over local recognition of property rights, they will need to develop a
strategy for regulating and servicing urban land (to be ratified by a yet unknown national system).
Although basic ownership, titling and registration rules should be national in scope, local practice will
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need to fit within the eventual framework, even before it is fully developed. This calls for some planning
and coordinating work at the earliest stages although the national system will need to wait for a political
settlement,

7.48  Development of programs of assistance to the poor for housing. General regulatory reforms
will help the poor along with everyone else but there are still opportunities to assist the poor if funding
were available in the short run. Donors might finance programs to innovate with less expense, new types
of dwellings. Targeted lending for purchase by low-income households might also help. Assistance to
reduce the risks of those providing suitable rental accommodation would also be interesting. However,
most imaginable programs of direct assistance would not help the poor as much as broad-based reforms
in the sector.

7.49  Housing finance development needs to be coordinated with the rebuilding of the banking and
formal financial system. That process may start in the interim period but will only be complete when
overall national policies are in place. Some of the legal and regulatory infrastructure, such as the
recognition and registration of land ownership, are necessary preconditions for an efficient housing
finance system. The development of the housing finance system necessitates that the views and needs of
this sector are properly considered as the resuscitation of the financial system is planned. It would,
therefore, be appropriate to train some Palestinians to participate in this process. There are no obvious
immediate measures to be taken,

7.50  Developing a basic housing policy including the institutional framework for managing the sector,
is the core task in this sector. Such an exercise needs to involve a broad spectrum of interested parties
and needs to cover issues that range from articulating the most general objectives for policy to setting
specific goals and procedures for the sector. The first step should be to establish basic policy objectives
and to translate them into appropriate sector goals and targets. The second will be to take stock of the
present policy environment and to sort out obvious conflicts and overlaps. Third, it will be necessary
to examine alternative scenarios concerning the future of the OT so as to ascertain the most appropriate
institutional structure to address the prospective economic and social circumstances. Fourth, it may be
appropriate to specify some details concerning how important matters will be handled:, the future of the
camps and the programs and policies to assist the POOr are two prospective topics that have already been
mentioned.

7.51  The development of a housing policy for the OT does not require either an interim government
or a political settlement, but it does need an institutional home. If this can be identified, it would be
possible to prepare and commence work on the development of a housing policy in the near future. Staff
from some of the likely lead institutions (such as the Housing Council) would benefit from taining about
the shelter situation in other developing countries. Training could be provided at a variety of institutions
abroad. Such training would be helpful in preparing an action program, which would need to be phased
over the medium to longer term.

7.52 A matrix for technical cooperation activities, training and possible capital investment projects is
outlined below. There is not now sufficient information to estimate precisely the cost of this program
but the importance of the issues would Justify a substantial TA and training program. Tentatively, a total
of US$2.5 million is included in the proposed TA program for this purpose.
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a. Selected local regulatory audit X
b. Land Market Assessment X
¢. Regulatory Audit
d. Institution building X

Eale

Infrastructure
e. Identify local Needs X
f. Provide in-fill infrastructure
2. Expand trunk infrastructure
h. Upgrade infrastructure

Pr Ri D ment
i. Adjudicate present disputes X
j. Review and revise laws X

Assist the Poor

k. Provide innovative assistance X

Housing Finance Development II

l. Input to financial sector process X X

Policy D men
m. Develop overall strategy
n. Prepare staff for major institutions

pa

Eale

e — —_— — —_— — =

7.53 In summary, the challenges facing the Palestinian people in improving their housing are
inextricably linked to the process of redefining political responsibility. In the short term, the first step
is to expose senior Palestinians to the policies and practices governing housing and urban land
management in other countries by training them abroad, If funding is available, it would also be a high
priority for local authorities to improve the operation and maintenance of urban services and to complete
some modest key infrastructure links to serve the housing sector. The interim period will be the most
active for this sector. The most important regulations for housing and urban land will most likely be
overseen by local governments. There may be considerable scope for the reform of the multiple policy
and regulatory frameworks. The analytical exercises to establish the new regime will need to be
completed during the interim period. If local authorities are given some degree of fiscal autonomy, much
of the additional new revenue will probably come from real estate. The policies and regulations need to
be designed quickly enough to produce results during the interim period. The issues that stand out in the
shortrun are to make more land available for housing through regulatory reform and infrastructure
provision. These and all other reforms need to take place within a national framework for land and
housing ownership, registration and trading. In such a small physical area, the importance of unified
policies and regulations becomes even greater.

"
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Table-7.4: Data on Housing and Urban L in oT
D or the Occupied Territories
Variable Total OT West Bank Gaza
1990 GNP/Capita uss 2,008 2,200 1,300 "
1993 Population no. 1,854,074 1,108,674 745,400
1987 Population 1,433,700 868,100 565,600
Housing Production (1987 1987 i
New dwelling unitg no. 6,986 5,582 1,404
New res. area sq.m 994 700 747,600 247,100 "
{2) in new dwellings 911,500 TOB,600 202,900
(b) in existing dwellings 83,200 39,000 44,200
Average size new dwelling sq.m 130 127 145
New dwelling per thousand no. 4.9 6.4 25
Housing Investment 1986 prices for 1987 for 1990
Nat. Disp Income NIS mil 2,836 1,081
GDP NIS mil 1,703 637
Building & Construetion Private 345 129
Ratio of Investment to NDI 12.2% 11.9%
Ratio of Investment to GDP 20.3% 203%
House Price to Incame 1950
Disposable Income per capita 4,724 2,996
Average persons per HH 5.6 55
Disposal Income per HY NIS 26,454
Median House Price e 20,000
Ratio of howse price to income 3.4
Lowest Price New Formal Unit Uss 40,000
Ratio of Lowest Price to Median Income 1.51
Rent to Income 1992
Monthly Rent NIS 100
Annual Rent NIS 1,200
Bent to Annual Income Ratio 5%
Price of Serviced Land 5q.m 60.00
Construction Cost $/sq.m 300.00
Owner Occupancy {towns)
1974 49 %
1985 GB%
1992 9%
Crowding persons per room 2.1
Crowding $q.m per room 227
Water Connections 9%
New dwelling 1967 no. 90.00
1975 no, 127.00
1933 140.00
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PREFACE

E: At the request of the sponsors and organizers of the Middle East Peace Talks, the World Bank
has been supporting the work ofthe Multilateral Working Group on Economic Development and Regional
Cooperation by providing analyses of the key economic issues and developmental challenges facing the
Middle East region. At its second meeting in Paris in October 1992, the Working Group requested the
Bank to expand its contribution to include, inter alia, an assessment of the development needs and
prospects of the economies of the West Bank and the Gaza Strip (commonly referred to as the Occupied
Territories). In response to this request, a Bank mission visited the Occupied Territories during the
period January 21-February 24, 1993. The mission comprised five teams focusing on the following
areas: Private Sector Development, Agriculture, Human Resources, Infrastructure and Macroeconomics.
Each team was in the field for about two weeks. The mission was led by Prem Garg who, together with
Samir El-Khouri, stayed in the field throughout to provide continuity and guidance to the five teams. The
staffing of the five teams was as follows:

Agriculture: Gert van Santen (Team Leader)
Ulrich Kuffner (Water Resource Engineer)
Merle Jensen' (Horticulture Specialist)

Human Resources: Fredrick Golladay (Team Leader)
Maureen Field' (Education Specialist)
Radwan Ali Shaban' (Human Resource Economist)

Infrastructure: Alastair McKechnie (Team Leader)
Ulrich Kuffner (Water Resource Engineer)
Lawrence Hannah (Urban Specialist)
Nail Cengiz Yucel (Transport Sector Specialist)
Ted Moore' (Power Engineer)

Macroeconomics: Michael Walton (Team Leader)
Samir El-Khouri (Fiscal Analyst)
Ishac Diwan (Macroeconomist)

Private Sector Development:  Albert Martinez (Team Leader)
Robert Mertz (Financial Sector Specialist)
Joseph Saba (Legal Specialist)
Dileep Hurry' (Regulatory Environment
and Tourism Specialist)

2. Mission members travelled extensively in the West Bank and Gaza, visiting municipalities, farms,
businesses, industries, academic institutions, refugee camps and NGO-run facilities. Mission members
also travelled in Israel, as needed, and paid several visits to Amman. The representatives of the key
bilateral and multilateral donors in Jerusalem, Tel Aviv and Amman responsible for the Occupied
Territories were kept briefed about the work of the mission. Close contact was also maintained with the
field staff of UN agencies.

U Bank consultant.
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3. The Bank mission was received warmly by all sides, who took keen interest in the work of the
mission and provided superb logistical and counterpart support for the field work. The main counterparts
on the Israeli side were the Bank of Israel and the Civil Administration in charge of the Occupied
Territories. On the Palestinian side, the main counterparts were the Technical Committees of the
Palestinian Team to the Peace Conference, consisting mainly of Palestinians who are members of the
bilateral or multilateral peace teams. The Ministry of Planning was the main contact on the Jordanian
side. The Bank would like to thank all concerned parties, especially the Israeli, Jordanian and Palestinian
hosts, for the excellent support and cooperation that the Bank mission received for this field work.

4, This report is based on the findings of the above mission. The report is in six volumes:

0 Volume I provides a summary overview of the key findings and recommendations of the
study. After commenting selectively on the current socioeconomic situation in the OT
and its evolution over time, it discusses prospects for sustainable development in the
future and outlines the priority agenda of policies and programs needed to promote such
development.

0 Volume IT explores the strategic choices at the macro level that will be faced by the OT
in the future and the implications for economic relations between the OT and the rest of
the region. The study looks at the current situation and its evolution over the past 25
years. The study then examines several policy choices for the future affecting the
structure of development in the OT. Finally, it outlines some illustrative scenarios for
the future, focussing on the consequences of current developments in the region.

0 Volume III reviews the performance of the private sector (including, in particular, the
industry and tourism sectors) in the OT. The study assesses the environment in which
the private sector operates and its future prospects and makes recommendations for
accelerating private sector development in the future.

o Volume IV reviews the evolution and structure of the agricultural sector in the OT;
analyzes its current characteristics; assesses OT competitiveness in the immediate and
longer term; outlines the main policy options and their implications; and provides a
preliminary assessment of sectoral financial and technical assistance (TA) needs.

0 Volume V assesses the current situation in the infrastructure sectors (electricity, water
supply and sanitation, transport, housing and solid waste services) in the OT: identifies
the major issues confronting these sectors; and outlines priorities for TA and investment
needs. As local authorities are major institutions in the delivery of public services in
these sectors, the study also includes a review of their current situation and makes
recommendations for improving the functioning of municipalities.

0 Volume VI reviews the current status as regards human resource development; analyzes
options for enhancing individual welfare and labor productivity in the OT; and outlines
investment and TA priorities for strengthening existing programs and for laying the
foundation for later reforms.



5 It is worth highiighting two limitations of this study right at the outset, First, a number of key
issues bearing upon the future development of the OT (e.g., the allocation of land and water resources,
the disposition of Israeli settlements in the OT, the future status of expatriate Palestinians, the territorial
issues surrounding Jerusalem and, most importantly, the nature of the proposed "self-governing”
arrangements for the OT) are the subject of ongoing bilateral negotiations between the Israelis and the
Palestinians. The resolution of these issues is likely to be based primarily on political and security
considerations. As the Bank mission to the OT was a technical mission, with neither the mandate nor
the expertise to deal with political or security aspects, this study does not take any positions on issues that
are on the agenda for bilateral negotiations. The focus instead is on policies, institutions and investments-
-where optimal choices are largely invariant to the eventual political arrangements to be agreed at the
bilateral negotiations. Thus, for example, while analysing, where appropriate, the economic links
between East Jerusalem on the one hand and the West Bank and Gaza on the other, the report avoids
making any judgements regarding the future status of East Jerusalem.

6. Second, the study has had to cope with very serious data gaps and inconsistencies, Much of the
data on the OT are, directly or indirectly, from official Israeli sources. There are, however, serious gaps
in the OT data base. A population census has not been carried out in the OT for more than 25 years.
As a result, most of the demographic and labor force data are based on extrapolations and on sample
surveys, the reliability of which are undermined by problems of nonresponse, especially since the onset
of the Infifada (popular uprising) in 1987. Data on East Jerusalem and on Israeli settlements in the OT,
both of which are treated as part of Israel by the official Israeli sources, are mostly unavailable. Data
available on trade between the OT and Israel and on the profitability and competitiveness of the
agricultural, industrial and service enterprises are also very limited. Data on the OT from Palestinian
and Israeli nonofficial sources are sparse and selective. Also, Palestinian data, when they exist, are often
based on ad hoc surveys that do not lend themselves easily to cross-sectional or longitudinal comparisons.
In many instances, data differ between sources, and, even when the same source is used, there are gaps
and apparent inconsistencies. Given these data problems, the report uses estimates that appear most
plausible in light of the mission’s field observations. In cases where the data differences among various
sources are particularly sharp (e.g., population, unemployment and social indicators), the report attempts,
where possible, to examine the reasons for these differences and to indicate the implications of alternative
estimates for the results of the analysis.

7. In view of the limitations on the mission mandate, the data difficulties and the time and resource
constraints, this study can only be considered a beginning. The analysis in the study, especially for the
longer term, is necessarily incomplete; as, and when, progress is made in the bilateral negotiations, the
study will need to be updated and expanded to take account of the agreements reached. Also,
notwithstanding the care exercised in locating and interpreting the data from various sources, the
empirical underpinnings of this study leave something to be desired, and, therefore, the conclusions of
the study should be treated only as indicative of broad trends and priorities. Further, in-depth studies
and project feasibility work will be required before the findings of this report could be used to make
operational decisions,

8. An earlier draft of this report was discussed with the Israeli, Jordanian and Palestinian authorities
by a Bank mission to the region during July 12-26, 1993. Where appropriate, the report has been revised
to incorporate the comments received by the mission during the July discussions.




EXECUTIVE SUMMARY

E: The broad purposes of this report are, first, to help define the options for enhancing individual
welfare and labor productivity in the Occupied Territories and, second, to contribute to the development
of a strategic plan for pursuing these goals in the future. The report focuses on three sectors: health,
education and social welfare. It concludes that the development of a coherent policy framework and the
creation of effective public sector institutions are prerequisites for improvements in the contributions of
these sectors. The report also suggests investments that should be undertaken over the next decade in
order to strengthen existing programs and to lay the foundations for the implementation of sectoral

reforms.

2. The published literature on social conditions and needs in the Occupied Territories is very
large, but many of the data are highly controversial. Hence, the empirical basis for assessing policy
alternatives is unsatisfactory. Nonetheless, the broad outlines of a sound policy are clear. In the case
of health, improving access to basic services should be assigned greater priority than either increasing
the supply of hospital services or increasing the technical sophistication of care. In contrast, in the educa-
tion sector, improvements in fundamental areas, such as curriculum development and teacher training,
are needed to enable the system to offer quality instruction and, thus, to expand employability and
productivity. A comprehensive, but simple, system of social protection is needed to replace the
patchwork of categorical programs that now serve some, but not all, members of the community. In all
three areas, the creation of unified, coherent programs is an urgent priority.

A. Historical Background

3. The weaknesses of programs in the social sectors are due primarily to a pervasive lack of
coherence in policies and programs. The variety of systems of health, education and social policy that
coexist in the Occupied Territories grows out of a remarkably complex history. Following the war of
1948, and the creation of the state of Israel, the West Bank became a part of Jordan and the Gaza Strip
was placed under the trusteeship of Egypt. The health and education policies of the two governing
countries were then introduced into the territories by Egypt and Jordan. In 1950, the United Nations
Relief and Works Agency for Palestinian Refugees in the Near East (UNRWA) was created by the United
Nations in order to provide humanitarian assistance and employment opportunities to displaced
Palestinians. UNRWA was also assigned the task of providing social services to refugees. Its education
programs were made to follow the outlines of the government education systems, but its health programs
were allowed to follow different paths. Israel occupied the Gaza Strip and the West Bank in 1967, but
retained the policies and structures that were introduced earlier by Egypt and Jordan. Israel has made
only minor modifications to sector policies and institutions since that time. The most important of these
reforms has been to replace a policy of free government health services with one in which care was to
be financed by a government-sponsored health insurance scheme and user fees. Charitable and profit-
seeking institutions quickly emerged to compete with the government service. Small changes have also
been made in the operation of government health care institutions. The educational policies and practices
that Israel took over in 1967 have been left largely unchanged.

4, Expenditures on health, education and social welfare programs are now controlled by five
clusters of institutions, none of which is either responsive, or accountable, to the entire community.
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Executive Summary

Access to their services often depend upon the recipient’s status, past or current. About 30 percent of
the population of the Gaza Strip and the West Bank benefit from the Israeli Government's health
insurance plan, and slightly more than 60 percent of school children in the Occupied Territories attended
government schools in 1991. Half of the residents of the Occupied Territories are registered refugees
and, thus, entitled to the free primary and secondary education, health care and relief services provided
by UNRWA. Residents of the larger towns have access to sophisticated health and education services
supplied by charitable organizations. People living in poorly served areas have begun to receive basic
health and social services from networks of grass roots voluntary organizations that have expanded very
rapidly since 1987, Those who can afford to pay have access to high quality private health and education
services.

3. Three primary sources of financial support may be identified for these various activities. In
1991, the Civil Administration spent US$125 million on health and education services in the Occupied
Territories, with 90 percent of this total allocated to recurrent expenditures. UNRWA spent a total of
US$85 million in order to provide health, education and relief services in 1991, Nongovernmental
organizations, both charitable and for-profit, added approximately US$185 million.

B. Human Resources

6. The de facto Palestinian population of the Occupied Territories was 1,769,000 at the end of
1992, according to the Israeli Central Bureau of Statistics (CBS). However, independent research
suggests that there may be a downward bias in the CBS estimates of 10-15 percent. This suggests that
the resident population may have been as much as 2 million people at the end of 1992. The rate of
natural population increase has been rising over the period 1968-91, from a low rate of 2.2 percent in
1968 to 4.1 percent in the West Bank and 5.0 percent in Gaza Strip in 1991, A decline in mortality
drove the acceleration of population growth initially, but starting in the mid-1980’s, the increase seems
to have been due to a rise in birth rates. About half of the population is now less than 15 years of age.
The share of the population over 35 years of age has declined continuously from 25 percent in 1967, to
18 percent in 1990.

7. About 308,000 persons—34 percent of the adult population—are members of the labor force.
If age cohort-specific participation rates were to remain unchanged, the labor force participation rate for
the male population 15 or older years would increase from 72 percent over the period 1986-1991 to 75
percent in the year 2000; the total number of workers would then be about 470,000.

8. The emigration rate from the Occupied Territories has been quite high since 1967. There was
a large wave of politically motivated migration immediately following the Israeli occupation, but high
rates of migration have continued since, as well. In 1985, about 40 percent of families in the Occupied
Territories had one or more family members residing abroad. It is estimated that currently 3,000,000
to 3,500,000 Palestinians live outside of the Occupied Territories. How many of these might return to
the Occupied Territories would depend upon a variety of factors including the agreements reached in
bilateral negotiations and the perceptions of expatriate Palestinians concerning future economic
opportunities in the Occupied Territories.
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C. Health

Health Status

9. Health conditions in the Occupied Territories are fairly typical of lower-middle income,
developing countries. The infant mortality rate is about 45 infant deaths per thousand live births, and
life expectancy is about 66 years. The communicable diseases of childhood have largely been overcome,
and gastrointestinal and respiratory infections remain major problems only in the Gaza Strip. High rates
of respiratory and skin infections continue to be reported by residents of refugee camps due to residential
crowding and poor environmental sanitation. Food supplies are adequate in quantity and fairly well
distributed. The customary diet is rich in proteins and fiber and low in animal products, but it is deficient
in some micronutrient, most notably iron. Moderate and severe malnutrition are virtually unknown. The
West Bank reports rates of cardiovascular disease, hypertension, diabetes and cancer characteristic of
industrialized countries. Nonetheless, many residents of the Occupied Territories are dissatisfied with
the quality and accessibility of health services. This dissatisfaction is based primarily on observations
of very large differences between the range and quality of services available in the Occupied Territories
and in Israel.

Institutions and Finances

10. Health services are provided in the Occupied Territories by clusters of institutions operated by
the Civil Administration, UNRWA, private voluntary organizations and private, for-profit providers.
Each cluster focuses on the needs of a distinct segment of the population. In 1991 the Civil
Administration managed about 37 percent of all expenditures on modern health care. UNRWA's share
was about 10 percent. The voluntary and for-profit sectors together controlled more than half of spending

on all health care.

§ 7 Civil Administration. The institutions operated by the Civil Administrations in the Gaza Strip
and the West Bank are still recognizable as descendants of the Egyptian and Jordanian systems. Until
1974, when a government health insurance scheme was introduced, residents of the Gaza Strip and the
West Bank were entitled to free health care from these facilities. Now only members of the government
health insurance scheme may receive comprehensive care at government facilities without charge. (They
may also obtain services that are not available within the Occupied Territories from Israeli hospitals; 597
patients were referred to Israeli hospitals in 1990). Prenatal care and preventive services are provided
by the Civil Administration, without charge, to all children under the age of three years. In addition,
those injured by the Israeli Defense Force and those infected with highly contagious diseases are treated
free of charge.

12, All Palestinian employees of the Civil Administration, and of municipal authorities in the
Occupied Territories, are required to join the government insurance scheme. Palestinians who are
employed by Israeli firms also are required to participate. Reports of the numbers of families enrolled
in the government scheme vary enormously. The budget of the Civil Administration estimates the
revenues for 1992 from health fees to be US$25 million, implying that about 75,800 households (a fifth
of the total population) were covered. Persons who are not enrolled in the government health insurance
scheme may purchase services from government clinics and hospitals; revenues from patient charges may
represent as much as 20 percent of the total resources available to the public sector.
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13. About 61 percent of the government health budget is devoted to the operation of acute care
hospitals, and only about 28 percent is spent on primary care and public health services. The remaining
11 percent is committed to other public health functions, including the inspection of sanitary conditions
and disease surveillance. This pattern of resource allocation has resulted in the underprovision of basic
outreach services, especially in relatively isolated areas.

14, UNRWA. UNRWA offers basic health care without charge to 940,000 registered refugees.
It also contracts with private and government hospitals for the provision of secondary care to refugees.
In addition, UNRWA reimburses refugees for sixty percent of the cost of hospital care obtained from
outside the UNRWA system; however, the funds budgeted for this purpose typically are exhausted by
the end of the eighth month of the fiscal year.

15. In 1991 UNRWA spent about US$20 million on health programs in the Occupied Territories.
Nearly US$12 million of this was allocated to activities in the Gaza Strip. Approximately 58 percent of
the total budget was devoted to primary prevention and health promotion activities, while hospital care
consumed the remaining 42 percent. The UNRWA budget is supported by some 60 governments and
a dozen charitable organizations.

16. The Voluntary Sector. Private voluntary organizations are responsible for about a fifth of
spending on health care. Most private medical charities were established after the introduction of the
government health insurance scheme in 1974 and were provided with generous external assistance during
the 1980s by Middle Eastern countries and private donors. These institutions offer modern curative care
from very well-equipped clinics and charge patients for their services. Since the onset of the Intifada,
a group of grass-roots non-governmental organizations have expanded dramatically. They provide very
basic preventive and promotive care, emphasizing health education, maternal and child health care and
outpatient-management of chronic conditions. The activities of the voluntary sector are not closely
supervised or regulated and, as a consequence, reflect a very wide range of aims and policies.

17. Private Health Care. About US$25 million was spent in 1991 on health care produced by
private for-profit organizations; this represents nearly 12 percent of total health care expenditures. In
addition, more than twice that amount was spent by households on pharmaceuticals: about half of private
spending on drugs was for over-the-counter pain killers. Most private expenditure is financed from user
fees, but a private insurance company does offer health insurance to about 10,000 households. Insurance
benefits may be used to pay for care from approved sources in either the public or private sector.

18. Largely because of a proliferation of health care providers, the cost in 1991 of providing health
care to the residents of the Gaza Strip and West Bank represented about 7 percent of Gross National
Product (GNP) or about 9 percent of Gross Domestic Product (GDP).

Health Care Facilities

19. Government health care services are produced at 14 hospitals and 165 primary health care
clinics. The 14 hospitals had a total of 1,546 beds in 1990. Most government clinics are fully staffed
for only one or two days a week. The Civil Administration has not increased the number of beds in
government hospitals since 1967. Even so, the bed occupancy rate is 62 percent: this low rate of




viii Executive Summary

utilization of government hospitals is presumably due to both economic barriers to their utilization and
the reluctance of many Palestinians to use services provided by the Civil Administration.

20. UNRWA provides its services through a network of 42 health centers, 9 of which are located
in the Gaza Strip. Most facilities in the Gaza Strip have well equipped diagnostic laboratories. A staff
of 82 physicians serve the more than a half million refugees in the Gaza Strip. Facilities in the West
Bank are generally less extensive but, nonetheless, include 13 diagnostic laboratories. A staff of 61
physicians care for about 400,000 registered refugees. UNRWA also operates feeding centers, dental
clinics, maternity centers and a 34-bed hospital. Five private, voluntary hospitals in the West Bank and
two government hospitals in the Gaza Strip are used to deliver secondary care.

21. About half of all primary health care facilities are owned and managed by private, voluntary
organizations. Between 720 and 750 physicians (approximately a third of all physicians practicing in the
Occupied Territories) work at clinics in the voluntary and for-profit sectors. About 200 physicians and
about 800 nurses are employed by non-governmental hospitals. Thirty percent of acute care hospital beds
and half of all hospitals are operated by the NGO sector. For-profit, private providers are also important
sources of care, but little is known about their activities. Most are public employees working after hours.

Special Initiatives

22. The Civil Administration has worked with several external agencies to improve health care and
environmental conditions in the Occupied Territories. It has cooperated with UNICEF since 1985 in
developing a program to provide prenatal and child care to high-risk groups in small, isolated villages.
Other initiatives have included programs to identify and manage high risk pregnancies, provide training
and continuing education to traditional midwives, and provide rehabilitation services and physical therapy.

23. The Palestinian medical charities have also made significant contributions to health care. The
subsidies delivered through these initiatives have been financed mainly with private donations from the
Gulf and grants from official bilateral sources. In addition, grass-roots non-governmental organizations
(known among Palestinians as "national” voluntary organizations) have grown rapidly since the beginning
of the Intifada in 1987. These groups have promoted initiatives aimed at the care of mothers and
children, treatment of minor illnesses, control of infectious diseases and health education. These
programs have grown at an explosive rate; more than a hundred clinics were constructed between 1988
and 1990. The impacts of these initiatives are not yet reflected in health statistics and indicators.

Sector Problems

24, The Occupied Territories devote an unusually large share of their resources to the health sector
and do not obtain the health impact from this expenditure that they should. Several reasons for poor
performance are apparent, First, most social resources are being used to provide costly, high technology,
hospital-based care for the benefit of the relatively well to do. Second, very small, inefficient hospitals
have been allowed to proliferate (68 percent of all hospitals have fewer than 100 beds). Third, highly
specialized procedures are being carried out by units that are too small either to exploit economies of
scale or to provide physicians and staff with enough practice to maintain skills. Finally, too little
attention is being given to reaching out to underserved groups, especially women.
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Recommendations

25, The development of a sound policy environment will be required in order to address these
problems. Present inefficiencies are rooted in the fragmentation of responsibility, not only for the
delivery of health care, but also for the management of subsidies to the sector from the government
budget and external donors. This problems is intensified by the lack of a broad sense of accountability
to the public. A responsible body must be created to develop a coherent health policy and to coordinate
activities in the sector. Since a large number of highly diverse and effective organizations now populate
the sector, such a body should not sesk to control sector activities directly, but rather should seek to

achieve greater coordination.

26. Policies should, at the same time, seek to interrupt the link between refugee or employment
status and entitlement to subsidized health care. In assembling a set of policies, issues of health care
finance, service standards, investment in technology and quality assurance should be addressed. In view
of the large fraction of GDP already being committed to the sector, policies should also stress increasing
the internal efficiency of the health sector and controlling the overall costs of health care, rather than
expanding the system, particularly at the hospital level. Sanitation should be further improved, and a
larger fraction of cases of acute diarrhea should be treated with oral rehydration fluids. Acute respiratory
infections should be diagnosed earlier and treated with appropriate drugs. The onset of chronic diseases
due to such conditions as hypertension and diabetes should be controlled at primary health care level with
appropriate diet and drug therapy.

D. Education and Training

27 A strong commitment to education is reflected in the formal attainments of the populations of
the Occupied Territories: Palestinians are among the most highly educated of any Arab group. Much of
the higher education has been acquired from European and North American institutions. Nonetheless,
basic and secondary education provided in the Occupied Territories is generally of poor quality.

Institutions of the Education Sector

28. The institutions found in the education sector in the Occupied Territories are much less complex
than those found in the health sector. The Occupied Territories are served by two distinct systems of
education: the Egyptian system in the Gaza Strip and the Jordanian system in the West Bank. These two
system are organized differently, pursue distinct objectives and employ separate examination systems.
The Civil Administration supervises all primary and secondary educational institutions, Services are
provided by the Civil Administration, UNRWA and a small number of private (principally charitable)
organizations. Schools operated by the Civil Administration enroll about 62 percent of all primary and
secondary school students; UNRWA provides schooling to about 31 percent of the students; and the
voluntary and private, for-profit institutions serve less than 8 percent. In 1991 enrollment in primary
schools was equivalent to about 102 percent of the estimated population aged 6-12. (The excess
enrollment is due to either underestimation of the school age population and/or the enrollment of overage
students.) Because of frequent strikes and curfews, schools have operated less than half time since 1987.

29. Vocational education and technical training are offered by both the Civil Administration and
UNRWA. Vocational and technical education have a very poor public image and have never been a
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serious part of the education program. Israel established additional vocational training centers in the main
cities of the West Bank and the Gaza Strip, after 1967, in order to prepare semi-skilled laborers for
employment in the Israeli economy. Most courses are only a few days in length and are designed to
enable Palestinians to meet the formal requirements of the Israeli labor market. The most common course
prepares students to take the written examination for a license to drive a truck in Israel.

30. Little effort has been invested in assessing training needs or evaluating the outcomes of training
courses. Teaching subjects such as communications, is prohibited because the equipment could easily
be used for military purposes. Employers have not been involved systematically in setting training
policy. Courses have focused on the mastery of crafts and have provided little instruction in organization
and management; training for self-employment has been almost totally neglected. Both public and private
vocational schools are seriously underfunded, and, hence, facilities are inadequate and equipment is often
obsolete.

31 All university and most community college instruction is supplied by private, voluntary
organizations. Higher education institutions are supervised by the Higher Education Council, which is
composed of representatives of the colleges and universities and elected leaders from the education sector.
There are 20 community and teachers’ training colleges in the West Bank and one in the Gaza Strip.
Four of these are administered by the Civil Administration, three by UNRWA, nine by the Council for
Higher Education and five by private entities. The community colleges offer technical training (e.g.,
engineering), agricultural, commercial (business administration), paramedical, social services and
teachers’ training programs.

32. There are eight universities in the Occupied Territories: six in the West Bank - including an
open university - and two in Gaza. According to the Council for Higher Education, there were a total
of 16,368 students and 1010 faculty in Palestinian universities during the 1991-92 academic year.
Universities are too small to be able to provide economically the laboratory and library facilities required
for advanced study, particularly in the sciences. Approximately 40 percent of university students in the
West Bank are women. The universities were closed from the beginning of the Intifada until 1992 when
the Civil Administration began to allowed designated faculties to reopen.

3i. Efforts are being made, in the main by charitable institutions, to combat a significant problem
of illiteracy among Palestinian adults. Some 170 centers in the West Bank are run by voluntary
organizations, but there is a growing need for more and better equipped centers. In the Gaza Strip there
are 27 centers; the Palestinian Red Crescent Society plays a major role in supporting these centers. The
Civil Administration provides literacy training at about ten vocational training centers. The Higher
Committee for Literacy and Adult Education coordinates literacy training activities.

Education Finance

34, The total expenditure for all levels of academic education is about US$170 to 175 million a
year. This represents a per capita expenditure of US$90-100 per resident of the Occupied Territories and
corresponds to approximately two-thirds of the amount being spent per capita on health care.

35. Total expenditure on education for grades 1-12 in 1991 for the Occupied Territories was
between US$140 and US$150 million. The Civil Administration spent US$58 million in 1991 and has
budgeted US$80 million for 1992. The UNRWA 1991 education budget for the Occupied Territories was
US$52 million: two-thirds for the Gaza Strip and one-third for the West Bank. Per student expenditures




Executive Summary xi

were about USS$153 in government schools: US$334 per student in UNRWA schools in the Gaza Strip
and about US$425 at UNRWA schools in the West Bank. These per student expenditures represent
between 15 and 25 percent of per capita GDP. Neighboring Arab countries are spending on average
between 11 (Irag) and 22 (Morocco) percent of per capita GDP, per student. Differences in unit costs are
due to variations in salaries and to greater expenditures on teaching materials and the maintenance of
facilities in UNRWA schools. Private primary and secondary schools are financed largely or entirely
with student fees; they attract paying students because they are perceived to offer a better education,
Private spending on primary and secondary education totaled about US$13 million in 1991.

36. Per student costs for college and university education range from US$1,500-2,000. The total
cost of university level education is about US$27 million a year. Students are charged fees of US$400-
500 per year. The universities are financially autonomous. They have received substantial assistance
from private and foreign donors in the past. Because of lengthy closures during the Intifada and a sharp
drop in foreign donations, many universities now face financial crises. Most are now depleting staff
retirement funds in order to meet essential expenses. Several have been unable to pay faculty salaries
for months at a time and, as a result, have experienced faculty strikes. Libraries, laboratories, textbooks
and other educational materials and computer facilities are deteriorating.

Education Resources

37. About 18,600 teachers were employed during the 1991-92 school year, Two-thirds of these
teachers (a total of 12,496) were working for the Civil Administration, and about 22 percent were
employed by UNRWA. The private sector employed slightly fewer than 10 percent of all teachers. The
lowest student-teacher ratio was found in the private sector in the Gaza Strip where there were only 16.9
students per teacher; the highest student-teacher ratio was found in UNRWA schools in the Gaza Strip
where the ratio was 36.1 students per teacher. The average school enrolls about 400 students. Many
schools are housed in converted residences and many others are operated on double shifts.

38. At present, most teachers have a two-year diploma from a community or teachers’ college.
Under Jordanian Law, all West Bank teachers must have a minimum qualification of Bachelor of Arts
degree by 1997. Some efforts have already been made to provide in-service training at teacher training
institutes and universities,

Problems

39, The school curricula have been borrowed from Egypt (for the Gaza Strip) and Jordan (for the
West Bank). The contents of the two curricula and methods of instruction have not been revised
significantly since the beginning of the Occupation in 1967, but textbooks have been updated periodically.
The present curricula emphasize the recall of facts rather than higher level cognitive skills, including
analysis and synthesis. Present materials afford students few opportunities to participate actively in
learning; to develop and apply skills in formulating researchable or solvable problems; or to draw on a
wide range of knowledge, skills and analytic methods to illuminate real-world problems. Curriculum
reforms are being pursued by both Jordan and Egypt, but classroom activities have not yet been affected.

40. The qualifications of educational personnel in almost all positions need to be strengthened. A
reform of both pre-service and in-service teacher education is urgently needed. Present teaching methods
do not take advantage of recent advances in educational theories, practice and technologies. There is a
need to strengthen the skills of administrators and planners, as well.
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41. School buildings are generally in a poor state of repair. Libraries, laboratories and recreational
facilities are generally inadequate, as are supplies of textbooks and teaching materials. Libraries and
laboratories are inadequate throughout the university system.

42, The frequent closing of schools since the beginning of the Intifada is reported to have led to
an increase in dropout rates, a breakdown in discipline and deterioration of student achievement. The
needs of those school children who should have been attending school during this period are poorly
documented but clearly require urgent attention. Widespread violence has also produced an alarming
growth in the population that is physically or mentally disabled. Some 37 training institutions have been
created to address the needs of these groups. About 2,900 persons are enrolled in these institutions, most
of which are privately operated.

Recommendations

43, An extensive education planning process should be initiated to consider the goals, possibilities
and resources for a unified education system for the Gaza Strip and West Bank. Planners, administrators
and curriculum experts should be given training in carrying out these tasks, Personnel exchanges across
institutions could prove useful. A program to replace inadequate and insufficient educational facilities

should also be developed.

44, A revised curriculum should be developed that can be adopted on both the West Bank the and
Gaza Strip. It should not only give attention to the modernization of content and teaching methods, but
should also link curricula to broad economic, social and cultural objectives. As the development of
curricula is time-consuming and costly, consideration should be given in the short term, to adapting
materials from abroad, especially in the sciences and mathematics.

E. Social Welfare and Relief Programs

45. The legal environment and the programs that protect the welfare of workers and provide relief
to the needy draw upon elements of many separate and uncoordinated systems. The partition of Palestine
in 1948 led to the introduction of Egyptian and Jordanian labor laws and social programs in the Occupied
Territories. The creation of UNRWA ensured that registered refugees were entitled to an alternative
collection of protections and benefits; a large number of international voluntary organizations have been
created since 1950 to provide humanitarian aid to refugess. The adoption by the Government of Israel
of an open borders policy following the 1967 war extended the benefits of many of Israel’s social welfare
programs to Palestinians working in Israel. These developments have yielded a patchwork of relief
programs that ensure that some, though not all, the residents of the Occupied Territories receive
assistance in meeting their basic needs.

Institutions and Programs

46. The core of the social welfare system for the residents of the Occupied Territories is the
collection of programs operated by UNRWA. About half the population of the Occupied Territories are
registered refugees. Of the US$98 million UNRWA spent in the Gaza Strip and in the West Bank in
1991, about US$12.6 million was allocated to relief and social programs. Ninety percent of the budget
for relief and social services programs was used to provide direct assistance to needy refugees. In
addition, UNRWA administered a number of projects serving especially vulnerable groups such as
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widows, the aged and the physically disabled; these programs continue to be funded from special
contributions. Relief and social-service programs focus on "special hardship cases” to whom food,
shelter, clothing and other survival needs are offered. UNRWA also operates a modest loan program for
special hardship cases.

47. Palestinians who work for the Civil Administration or for Israeli employers are required to
participate in the Government of Israel’s national social security scheme. All taxes that are applied to
Israeli workers were imposed on foreign (Palestinian) workers to ensure that the latter do not cost
employers less than Israeli workers and, thus, have a competitive advantage in labor markets. These
deductions finance a wide range of benefits to Israeli workers but only a very limited set of benefits to
Palestinians. The taxes contributed on behalf of Palestinians that are not used to pay for benefits to them
are transferred to the budget of the Civil Administration. The amount deposited represents 11.8 percent
of wages paid. The Government of Israel reports that the total amount transferred was about US$23
million in 1992; this implies that no more than 36,100 Palestinians were working full time in Israel at
the minimum wage.

48. Collective bargaining agreements represent the principal source of social security benefits in
Israel. The agreements define the benefits to be provided to workers and the contributions to be made
by workers and employers in order to finance these benefits. Palestinian workers are required to
participate in these programs. The combined contributions of employers and employees in the private
construction sector represent 37 percent of wages. The benefits under the collective agreement are sup-
posed to be available to all workers, but residency in Israel is required to benefit from most programs.
The disposition of the unused funds collected from Palestinians is not clear. Palestinian staff of the Civil
Administration and municipal authorities located in the Occupied Territories participate in social insurance
schemes that provide them pensions and health care. The Civil Administration also operates a Social
Welfare Department that provides indigent families with food, medical insurance, education assistance
and cash stipends.

49. Residents of the Gaza Strip are employed under the provisions of Egyptian labor law. The law
regulates conditions of employment, including the minimum age for workers and the maximum hours of
work; however, they do not provide for compensation in the event of work-related injuries or accidents
nor provide for pension benefits, health insurance coverage, maternity benefits or severance pay.

50. The Jordanian labor law applies to workers in the West Bank. It regulates the employment of
women and children and prescribes the maximum hours of work per day and week. It requires that
employers provide annual leave, severance pay and compensation for workplace injuries. The Jordanian
law does not provide for pension rights, old age insurance, survivor benefits, compensation for work
related disabilities, health insurance or family benefits.

51. The most important sources of financial security and social protection for residents of the
Occupied Territories have been individual savings and private, intra-family transfers. Palestinians have,
for many years, successfully sought employment abroad and have saved a very large fraction of their
earnings. Reliable information on the management and use of worker remittances is not available, but
anecdotal information suggests that many households are able to retire very early and to live on the
income obtained from these savings. The collapse of employment opportunities in the Gulf in 1991, and
the losses of savings that occurred with the freezing of accounts in Gulf banks in 1991, may have
seriously impacted this approach to achieving income security.
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Deficiencies in the Social Insurance System

352. The provisions for social security for the residents of the Occupied Territories are patchy,
inequitable and inadequate. The Palestinians living in the Gaza Strip and the West Bank participate in
programs reflecting their refugee and employment status. About half of the total population of the
Occupied Territories qualify for assistance from UNRWA. Its programs of relief and social services are
targeted on "special hardship cases” in which the head of household is female. Approximately 8 percent
of the refugee population benefits from these programs. However, UNRWA supplements these benefits
with a quite extensive program of health benefits and with shelter services in the camps. Many refugee
families also qualify for benefits from other sources and do not employ the services of UNRWA.

Recommendations

33. Resources to support a comprehensive social welfare program are unlikely to become available
to a self-governing Palestinian authority over the next few years. Moreover, over the longer term such
an authority will be called upon to replace those benefits that have been provided to the very needy by
UNRWA and the Civil Administration. It will be faced with demands for the maintenance of in-kind
transfers to registered refugees, including free health care, subsidized housing services and assistance in
the education of children. These in-kind subsidies constitute a significant safety net for persons with
refugee status; large numbers of people maintain their refugee status simply in order to remain qualified
for these programs in the event of a personal economic crisis,

54, The public sector will have to develop a basic program of social protections and ensure that
the resulting list of services receives broad political endorsement. The list should provide for the
handicapped, elderly, orphaned and widowed, but it should not seek to replace reliance on private
transfers and personal savings. The public sector should facilitate the operation of benefit programs that
are self-financing from employee and employer contributions but should, in the near term, avoid the
development of programs that draw heavily on general public revenues for their financing.

33, The public sector should also encourage the development of private institutions that supply
financial services, including health and life insurance companies and pension schemes. A very small
insurance industry already exists in the West Bank; with the creation of an appropriate regulatory and
legal environment, that industry could contribute significantly to meeting the community’s need for
economic security.

F. Financial Requirements

56. Investments of US$475 to US$550 million will be required over a period of ten years in order
to address the needs that have been identified in this report and to replace depreciated equipment and
facilities. About US$12 million would be required for technical assistance and the remainder would be
needed for capital investments (including design, construction supervision and the like). Roughly US$35
million could be invested immediately in the rehabilitation of social facilities and urgent expansion of
services. These estimates are very approximate because the underlying analyses have been based on
sketchy data. Before final decisions are taken, a more thorough investigation of the health, education and
social welfare sectors should be undertaken. Such a study should be carried out by a team of local and
international experts and should allow sufficient time to thoroughly examine the facts and institutions in
these sectors,




1. INTRODUCTION AND BACKGROUND

1.1 The broad purposes of this report are, first, to help define the public policy options for
enhancing individual welfare and labor productivity in the Occupied Territories and, second, to contribute
to the development of a strategic plan for introducing these policies in an environment in which the
bureaucracy is directly accountable to its clients. The report focuses on three sectors: health, education
and social welfare.

1.2 Social conditions in the Occupied Territories are fairly typical of lower middle-income
countries. Life expectancy at birth is about 66 years, and the infant mortality rate is about 40-45 deaths
per thousand live births. The pattern of disease and the burden of morbidity are also characteristic of
this group of countries: Infections of the gastrointestinal and respiratory systems are the leading causes
of death among infants and children, and high fertility is a further important threat to child health. Adult
onset diseases play a modest role at present in determining the health of the population, but they are
becoming more common.

1.3 All children are being offered the opportunity for a basic education. However, the quality of
this education and the contributions it is making to the productivity of the labor force are not as great as
one might reasonably hope or expect. The deficiencies in the education program are due primarily to
weaknesses in the school curriculum and to antiquated teaching methods. In addition, frequent school
closures due to strikes and curfews have played an important role in undermining educational achieve-
ments since the beginning of the "popular uprising” (Jnrifada) in December 1987.

1.4 The patchwork of programs intended to enable families to deal with emergencies and
extraordinary health care costs are adequate for some segments of the society, but they are entirely
inadequate for many others. Access to basic health care is assured for perhaps 60 percent of the
population, and old age pensions are available to no more than a quarter of households. Unemployment
benefits and compensation for work-related injuries and illnesses are available to a minority of
Palestinians,

1.5 The published literature on social conditions and needs in the Occupied Territories is vast but,
at the same time, highly controversial. Hence, the empirical basis for identifying policy problems or
evaluating policy alternatives is weak. Nonetheless, it is clear that substantial advances could be achieved
in all three of these areas—health care, education and social welfare—without significantly increasing
public sector spending. The development of a coherent policy framework and the creation of effective
public sector institutions are the keys to increasing program effectiveness and ensuring equitable access
to benefits. In the case of health, improving access to basic services should be assigned priority, and,
at the same time, expanding the production of hospital services and increasing the technical sophistication
of care should be delayed. In the education sector, fundamental improvements in areas such as
curriculum and teacher training are needed to enable the system to offer quality instruction and, thus, to
contribute fully to employability and labor productivity. The impact of social welfare programs could
be increased by reducing the range of benefits being provided and, instead, focusing on the provision of
a very basic level support to the most needy members of the community. The criteria for eligibility for
social benefits should be redrafted to remove the anomalies created by categorical programs for refugees,
civil servants and foreign workers. In all three areas, the creation of unified, coherent programs is an
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urgent priority. The report identifies investments that should be undertaken in the near term in order to
strengthen existing programs and to lay the foundations for later reforms, and it lays out, in general
terms, a program of capital expenditures that will be required over the longer term.

A. Organization of the Report

1.6 The report is organized into five chapters. The remainder of this chapter reviews the history
of social development in the Gaza Strip and the West Bank since 1948. Chapter 2 describes the human
resources of the Occupied Territories. Chapters 3, 4 and 5 examine in turn the health, education and
social welfare sectors in the Occupied Territories. These three chapters review the current status of
efforts in each sector, describe the programs and institutions that are now addressing needs, summarize
the financial and real resource commitments being made to the area and identify the principal problems
of the sector. Finally, these chapters suggest initiatives that would help to overcome these problems.
Chapter 6 summarizes the findings of the report, and outlines investment priorities.

B. Historical Background

1.7 The weaknesses of programs in the social sectors are due more to a lack of coherence in
policies and initiatives, rather than to a lack of resources or to the mismanagement of particular
programs. This incoherence is the result of the duplication and competition introduced into the system
through the creation, over the past 45 years, of several largely independent authorities in each sector.
This complex organizational environment has grown out of an extraordinary set of historical develop-
ments. With improvement of the policy environment, it will be possible to address, efficiently, additional
needs, but this will require that more funds are found.

1.8 When Israel was created in 1948, the Gaza Strip was placed under Egyptian administration and
the West Bank became a part of Jordan. In 1950 the United Nations introduced a third major player into
the area by establishing the United Nations Relief and Works Agency for Palestinian Refugees in the Near
East (UNRWA). UNRWA was intended to provide direct international assistance and essential social
services to Palestinians displaced as a result of the 1948 war. Persons whose means of livelihood had
been destroyed as a result of the settlement, and who could prove residency in Palestine for at least two
years prior to the settlement, were registered as refugees. The refugees were provided with education,
health care and relief services, as well as temporary shelter (tents and camping gear), food and clothing.
The UNRWA refugee camps have since become permanent settlements. All Palestinians who can trace
their ancestry (along the male line) to refugees continue to be entitled to benefit from these programs.
Because the demands on its budget exceed its resources, UNRWA has recently been forced to introduce
nominal charges for health care services provided by private hospitals.

1.9 Since the end of the 1967 Middle East War, the Government of Israel has occupied the two
territories. [A military government was established to maintain order and to safeguard the welfare of the
citizens of the Occupied Territu:ias] The occupying military government continued the policies and
programs that had been introduced in the Occupied Territories by the Egyptian administration and the
Government of Jordan. In addition, civil servants working in the West Bank, including health workers
and teachers, were kept members of the Jordanian civil service and continued to be paid in part from
funds provided by the Government of Jordan. In November 1981 the functions of the military
government were reorganized into two branches. The Israeli Defense Force was assigned the task of
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maintaining law and order, and the Civil Administration was given the responsibility for advancing the
welfare of the Palestinian population.

1.10 Over the past 25 years, the military government has made several modifications to the social
programs that had been operated by the Governments of Egypt and Jordan for the benefit of the
Palestinians prior to 1967. These changes have been introduced primarily in order to reduce costs, but,
in some instances, they were instituted in order to improve efficiency. The most important of these
changes was to halt the free provision of medical care to everyone from government health facilities. In
1974, the military government began to impose user charges on those who did not enroll in the newly
created government health insurance scheme. Both charitable and profit-seeking institutions quickly
emerged to provide health care in competition with the fee-for-service health care system. Several of
these institutions were highly successful in attracting funding for the construction and operation of health
centers and polyclinics from Arab countries. This funding enabled them both to purchase modern medical
equipment not available in government health facilities and to charge fees that were substantially less than
the cost of producing the services, Since the beginning of the popular uprising in 1987, several groups
of grass-roots voluntary organizations expanded very rapidly in order to provide basic health care. These
groups have sought both to increase the supply of primary health care and to reduce the dependency of
the Palestinian people on the Israeli Civil Administration. Since 1974, when charges for the use of
government health care facilities were first introduced, the proportion of the population relying on the
government health care system has fallen from nearly 90 percent to less than a third.

1.11 The Palestinian graduates of both government and private schools in the West Bank are
examined by local officials under the supervision of the Civil Administration and representatives of the
Ministry of Education of Jordan. Graduates in the Gaza Strip are examined by Egyptian officials.
Therefore, all schools, to the maximum extent possible, pursue the curriculum and instructional methods
of the examining countries. Presumably because of the difficulties that have been encountered in
obtaining the latest teaching materials, the performance of Palestinian students has generally not been as
good as that of Egyptian and Jordanian students. Private schools have sprung up that provide better
teaching materials, smaller classes and richer course offerings than either the government or UNRWA
offers.

C. The Present Situation

1.12 Health, education and social welfare programs are now controlled by five clusters of
institutions. These institutions are not accountable to the entire Palestinian community even though they
have responsibility for the allocation of subsidies provided from domestic taxes and international aid.
The costs of these programs are met from a poorly understood combination of user fees, local taxes,
private donations and international contributions. Access to these services is allocated among people on
the basis of their membership in predefined groups rather than on their individual need for services or
their financial circumstances. About 30 percent of the population of the Gaza Strip and the West Bank
benefit from the Israeli Government's health insurance plan, and slightly more than 60 percent of school
children in the Occupied Territories attended government schools in 1991. Half of the residents of the
Occupied Territories are registered refugees and, thus, entitled to free primary and secondary education,
basic health care and relief services provided by UNRWA. High technology health care is provided in
Israeli hospitals to insured persons. Residents of the larger towns have access to sophisticated health and
education services produced by charitable organizations. The subsidies from official donors and private
benefactors are distributed in nontransparent ways. People living in poorly served areas have begun to
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receive basic health and social services from a fast-growing network of voluntary organizations. Those
who can afford to pay have access to high quality private health and education services.




II. OVERVIEW OF THE STOCK OF HUMAN RESOURCES
A. Population Estimates

2.1 The Israeli Central Bureau of Statistics (CBS) estimated the de facto' Palestinian population
of the West Bank to have been 1,052,000 and the population of the Gaza Strip to have been 717,000 at
the end of 1992. Thus, the total population of the Occupied Territories would be roughly 1,769,000
persons at the end of 1992. The CBS estimates were obtained by updating the census of population
conducted in September 1967; cumulative reported births were added to the census figure and cumulative
estimates of deaths were subtracted. Further adjustments were made for net emigration in order to obtain
an estimate of the resident (de facto) population. Table 2.1 presents CBS population estimates for the
period 1967-1993, along with the estimates for each year of natural increase and net emigration employed
in updating the census.

Alternative Population Estimates

22 Independent researchers have tested the CBS estimates of population using a variety of
techniques. These studies have fairly consistently concluded that the official estimates of population
undercount the true population. This finding has been attributed to two principal causes. First, the 1967
Census may have undercounted the population in 1967. It was conducted only three months after the
occupation, under a military curfew, using Arabic-speaking Israelis. Therefore, respondents are
suspected of not cooperating fully with interviewers. On the other hand the curfew significantly reduced
the likelihood that individuals would not have been counted because they were absent from their homes.
Second, the estimates of the number of births may be underestimated as well. Infants born at home and
who die early in life are often not reported to the authorities. While CBS statisticians correct for the
under-recording of infant mortality by using appropriate estimates of infant mortality, they do not make
a similar correction for the under-reporting of the births of these infants.

23 Several alternative estimates of the population of the Occupied Territories have been prepared.
The Arab Thought Forum conducted a survey in the Spring of 1992 in which village and community
leaders were asked to estimate the population of their communities.’> The study estimated that the
population of the West Bank was 1,281,000 and that of the Gaza Strip was 758,000. A second study

! The "de facto” estimate counts those who are in the territory at the lime of the census, and excludes those who are outside the territory
for whatever reason. The official estimates exclude the Palestinians of East Jerusalem and the Jewish settlers in the OT.,

* Arab Thought Forum, Final Report on Population Agglomerations Survey in the West Bank and Gaza Strip. Jerusalem, val. 1, No. 2,
1992,
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Table 2.1: The De Facto Palestinian Population of the West Bank and Gaza Strip: 1967-1992

1965 3 5 455 B
May 1967 846 If
|___Sen 1087 598 0.5 18 300 0.ES .13 Q85 =192
I— 1968 SRS 1,22 2.70 3R] 218 ___R48 957 2.1 ||
1969 L1 2.32 023 357 280 | 0.81 940) 233
1970 598 2.49 084 364 2.58 0.9] 962 L&&
"_ 1971 £08 285 0.41 a7 1.0 .55 978 2.41 "
1972 623 2.91 L17 379 i .08 1001 1.90
1973 £34 2,95 -0.0% 187 331 0.44 1021 128
" 1974 52 3.08 0.43 40 156 0.4% 1054 283 |
"_ 1975 870 3.08 225 414 362 0.8% 1084 157
1976 675 333 213 426 3178 0,99 1101 L2 ]
I 1977 6§33 1332 1.49 437 17 i 1121 231
1973 696 110 135 451 3,75 104 1147 213 it
1979 708 120 L78 463 156 1.04 1171 191
119 319 2.41 445 180 115 1163 150
19E1 T4 320 217 457 188 118 11E1 1.689
1982 7313 334 LDE 470 179 066 1202 260
1983 749 138 036 477 k.1 021 1227 324
i 355 0.75 495 4 08 0.97 1268 292
1985 793 142 0,563 510 3.90 057 1303 100 1
— .7 T 137 0.63 527 4,10 0,68 1343 101
— 1987 g 3,55 -0.08 545 433 061 1383 157 "
1088 A58 355 0,40 566 4,53 .48 1434 .50
J930 £93 1.76 146 5R9 4 38 L1§ 1484 288
1990 916 420 027 610 508 025 1528 4,30
,I 1291 957 416 -0 98 £43 512 0,06 1600 13
1992 1008 4 90 .51 6878 5.0 =101 1582 17
1993 | tos2 | J o | _J_ as_ | oa 1769

Sources: Data for Nov. 1961 are based on Census of Population i Jordan.
A. Gharsibeh, The Economies of the West Bank and Gaza Srip,
are Wken from Central Buresu of Statistics,

Remark: Natral increase and et smigration rates are presented relative o the initial population.

Population estimates for 1966 and May 1966 are taksn from Fawzi
Westview Preas, 1985, p. 29. Data from Sep. 1967 (lime of Census) coward
Stasistical Abstract of Israel 1992, No. 43, Table 27.1.
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conducted by Benvinisti and Khayat and based on a survey carried out in the mid-1980s in more than 100
villages in the West Bank, concluded that the number of West Bank residents was approximately 14
percent higher than estimated by the CBS while the permanent West Bank population was roughly 24
percent higher than reported by the CBS.” A survey of the Gaza Strip carried out in 1990 found 750,000
people living there at the beginning of 1990—about 23 percent more than the number reported by the
CBS.* A census of the population of the Hebron district (except Hebron city) carried out in 1985 found
the population to be 12.5 percent greater than the corresponding CBS estimate.’

2.4 An alternative estimate of the population of the Gaza Strip has been obtained from an
examination of the numbers of individuals registered with the Israeli Ministry of Interior. This source
of data has been expected to overestimate the population because the death and migration subsequent to
the registration may not have been accurately recorded. However, based on a fairly accurate and recently
updated registration of the identity cards of all Gaza residents, the Israeli Economics Officer for the Gaza
Strip reports that the "registered” population of Gaza Strip in 1992 was 831,000 people, while the
“resident” population was 740,000.° The estimate of the resident population is 10 percent higher than
the corresponding CBS estimates, while the estimate of the registered population is approximately 24
percent higher than the CBS estimate of the de facto population.

2.5 These studies, while in no instance able to claim a high degree of statistical rigor, nonetheless
as a group strongly suggest that a downward bias in the CBS estimates of the resident population of
roughly 10-15 percent. The CBS readily concedes the possibility of an undercount but disputes the
magnitude suggested by these studies. It argues instead that the magnitude at the undercount is likely to
be on the order of 34 percent. An adjustment of 12 percent provides for the largest plausible estimate
of the undercount. This adjustment would imply that the resident population of the West Bank and Gaza
Strip in the end of 1992 were about 1,200,000 and 800,000 people, respectively, with a combined total
population of about 2 million people.

The Permanent Population

2.6 The permanent (de jura) population is defined as everyone who has a legal right to reside in
the territory. The number of Palestinians from the Occupied Territories living abroad appears to be about
350,000. This figure has been obtained from data on the net annual migration flow since the beginning
of 1969, and the assumption that migrant Palestinians have had the same rate of natural increase as those
who remained behind. These assumptions imply that 227,000 from the West Bank and 120,000 people
from Gaza Strip were living abroad in 1992. However, many have lost their right to return because they
have failed to renew their exit visas. (One must appear in person before the Israeli administration three

! Meron Benvinisti and Shlomo Ehayat, The West Bank and Gaza Adlas, The West Bank Dats Project, 1988,

* Mahmoud M. Okasha, Population and Labor Force in Gaza Sip: A Sietistcal Survey, October 1990, Published by the Arab Thought
Forum, Jerusalem.

* University Association of Hebron, Population of the Hebron Districe: A Demogrophic Study, May 1987, in Arabic, pp. 228-231.
* Interview with the World Bank mimsion, 3 February 1993,

" We sart the analysis from 1969 as earlier migrants are assumed 1o have responded to the political shock of occupation and are thus
treated as “displaced” Palestinians.
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years after the initial granting of the visa to have its validity extended, and must thereafter renew the visa
annually.) In addition, children born abroad to nonresidents sometimes have been unable to acquire the
right to enter to the Occupied Territories, particularly where one of the parents was not a Palestinian from
the Occupied Territories. A household survey conducted in 1985 found that 76.3 percent and 62.4
percent of the West Bank and Gaza migrants, respectively, held valid Israeli-issued visas. Thus about
173,200 people from the West Bank and 74,900 people from the Gaza Strip were legally entitled to return
to the Occupied Territories. These numbers imply that the permanent Palestinian population of the West
Bank and Gaza Strip may have been as great as 2.2 million people at the end of 1992,

Recent Trends

2.7 Table 2.2 presents crude birth rates, crude death rates, and the natural rates of population
increase for the West Bank and Gaza Strip prepared by the CBS for the period 1968-1992.}

2.8 Rate of Natural Increase. The rate of natural population increase has been rising over the
period 1968-91, from a low rate of 2.2 percent in 1968 to 4.2 percent in the West Bank and 5.1 percent
in Gaza Strip in 1991. A decline in mortality drove the increase in the natural population growth in the
early period, but starting from the mid-1980s, the natural rate of population increase seems to have been
increasing primarily in response to changes in the birth rate.

2.9 Crude Death Rates. Crude death rates have declined over the period of the occupation, from
roughly 20 deaths a year per thousand population in the late 1960s to roughly 5 deaths per thousand in
the early 1990s. The decline has been due in large part to the shifting age composition of the population:
a population that is, on average, younger is expected to have a lower death rate. The trend for the
Occupied Territories is similar to that for Jordan;® this is not surprising since standards of living in
Jordan are comparable to those in the Occupied Territories.

2.10 A survey conducted recently by UNICEF and the Jerusalem Family Planning and Protection
Association provides independent estimates of death rates. The study concluded that the estimated infant
mortality rates for the West Bank and Gaza Strip both were 42 per thousand in 1988. This figure is
consistent with the infant mortality rate estimated by CBS demographers, but nearly twice as high as the
rates reported by the Israeli Ministry of Health and UNRWA_1°

* See Stasistical Absiract of Israel 1993, and U. O. Schmelz, et. al., Muliiplicity Smudy of Births and Deaths in Judea-Samaria and Gaza
Sirip - Morth Sinai, Technical Publication Seriea No. 44, Central Bureau of Statistics.

¥ Ses previous note.

¥ See A Survey of Infant and Child Mortality in the West Bank and Gaza Sirip, UNICEF and Jerusalem Family Planning and Protection
Amsociation, Interim Report, December 1992,
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Table 2.2: Indicators of Population Natural Increase - Crude Birth Rates

and Estimated Crude Death Rates, 1968-1992

—
WSTeANK | caasme ]
Estimated Rate of Births Per Estimated Rate of
Thousand Deaths Per Natural Thousand Desths Per Natural
Thousand Inerease Thousand Increase
1968 43.90 21.70 2.22 42.00 19.50 2.25
1969 43.30 20.40 2.29 46.70 18.90 2.78 |
( 1970 43.90 18.70 2.51 43.60 18.00 2.56
1971 45.90 17.80 2.81 46.80 16.90 2.99
197 45.90 17.10 2.88 47.90 16.00 3.19 |
1973 45.50 15.70 2.98 49.60 17.10 3.25
1974 46.10 15.70 3.04 49.90 14.80 3.51
I 1975 45.40 14.80 3.06 51.50 15,80 3.57 I
1976 46.80 13.70 331 51.90 14.60 3.73
I 197 45.40 12.50 3.29 49.50 12.80 3.67
1978 43.40 12.60 3.08 49.90 12.90 30 |
1979 44.10 11.40 3.27 49.80 13.40 3.64
1980 42.10 10.40 3.17 47.60 10.10 3.75
"_ 1981 41.80 9.90 3.19 47.50 9,20 383 |
1982 42.20 9.10 3.31 46.20 8.60 3.76
Ik 1983 42.10 9.00 3.31 45.80 8.30 3.75
1984 43.20 8.20 3.50 48.80 8.60 3.99
,I 1985 41.30 7.60 3.37 45.40 7.00 3.84
1986 40.00 6.70 333 48.60 6.90 4.17 1
1987 41.30 6.50 3.48 47.70 5.20 4.25
1988 40.60 5.70 3.49 50.20 5.80 4.44 “
Il 1989 43.10 5.90 3.72 53.80 5.90 4.79
Il 1990 46.90 5.80 4.11 54.70 5.50 4.92
1991 47.30 6.80 4.05 56.10 6.20 4.99
1992 44.70 5.60 3.91 54.60 5.80 4.88 N

Sources: Birth rates were obtained from various statistical
births divided by the de facto population for that year. Es

comparisons with neighboring countries.

Remark: Rates are measured relative to mid-year populations.

abstracts of the CBS. The CBS computed these figures as reported
timated death rates were estimated by the CBS based on models and
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2.11 Crude Birth Rates. Between 1968 and 1974, birth rates increased by 2.1 per thousand in the
West Bank and 8.0 per thousand in the Gaza Strip. These increases have been explained by the
normalization in the marriage market and the re-unification of families after the 1967 War." In
addition, there may have been greater under-reporting of births in the early years of occupation.?
Between 1975 and 1985 birth rates declined by approximately 5 per thousand in both the West Bank and
Gaza Strip. However, birth rates began increasing again in the mid-1980s, rising from 45 to 56 per
thousand between 1985 and 1991 in the Gaza Strip, and later in the West Bank-from a low point of 40
per thousand in 1986, to 47 per thousand in 1991. Analysis of the sudden surge in birth rates s beyond
the scope of this report but is crucially important, particularly to the extent that the underlying reasons
are related to "temporary” causes that would disappear with political normalization or "permanent”
changes that reflect a structural shift in attitudes, cost-benefit calculus, and practices. It has been
suggested to the mission that the age at marriage has declined since the Intifada, reflecting a general
decline in the cost of marriage ceremonies.

.12 Net Migration. The emigration rate from the Occupied Territories has been guite high since
1967. There was a large wave of politically motivated migration in the period immediately following the
Israeli occupation, but high rates of migration have continued since, as well. The peak occurred during
the oil-boom of 1974-1982, suggesting that much of it was economically motivated. The emigration rate
began to decline in 1982 because of the reduced demand for Palestinian labor that accompanied the oil-
induced recession in the region and the introduction by Jordan of administrative controls on the movement
of Palestinians from the Occupied Territories, starting in 1982.1 During the Gulf War, many
Palestinians returned from working in Kuwait, and many others were no longer welcome in the Gulf
countries.

2.13 In 1985, about 40 percent of families in the Occupied Territories had one or more family
members residing abroad. Table 2.3 illustrates the migrant selectivity: migrants were overwhelmingly
males, in the age group 21-35, and highly skilled. Migrants from the West Bank and Gaza can be found
throughout the World, but the largest group has migrated to the oil-exporting Arab countries, with Jordan
a close second.

Age Composition of the Population

2.14 About half of the population of the Occupied Territories is less than 15 years of age; the
population in Gaza Strip is slightly younger due to higher fertility. The Palestinian population has
become younger during the 1980s, due mainly to the high and increasing fertility and to declining child
mortality. The share of the population over 35 years of age has declined steadily from 25 percent in 1967
to 18 percent in 1990.

" See p.5lin U. O. Schimelz, et. al., Multiplicity Snudy of Births and Deaths in Judea-Samaria and Gaza Strip-North Sinal, Technical
Publication Seriss No. 44, Central Bureau of Statistica.

¥ See p. 8 in Housing Requirements in the Futire Independen: Palestinian Siate 1987-2007, A Swdy for the U.N. Center for Human
Setilements (HABITAT), Commissioned from Birzeit University, August 1989,

' see Hussein Yousef, The Demagraphy of the Arab Villages of the Wesr Bank, Unpublished Ph. Thesis, University of Durham, July 1989,
p. 37T,
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Table 2.3: Characteristics of Palestinian Migrants in 1985

Percent of Families with & Member Abroad 40.3 9.4

Males as Percent of Migrants 66.9 80.0

Apge Distribution of Migrants (Percentages in 1985) "

Less than 21 Years of Age 4.62 4.24
21-35 Years of Age 69.23 58.18
| 36-50 Years of Age 23.08 3364
More Than 50 Years of Age 3.08 3.94
Marital Status
Percent Single 29.9 221 "
Percent Married 68.9 T.9
Percent of Migrants Employed as Supervisors, Managers or 52.68 55.79
Technicians
| Percent with Valid 1.D. for Return to Occupied Termtorics 76.3 62.4
Percent of Migrants by Country of Destination
| Jordan 30.15 7.27
Arab Oil-exporting Countries 427 67.88
Other Arab Countries 2.92 13.33
I America 11.69 1.82
Europe 8.92 6.67
All Others 3.54 3.03
Reasons for Migrating
" Percent Seeking Work 48.62 55.45 "
Percent Seeking Education 18.52 13.33
" Percent Joining & Spouse 29.54 16.97
Percent Politically Motivated 292 9.40

Saiircr:AlmbhdI‘rmuliuu'r.lhluhhmﬁhm.&aﬂ”ﬁmmwwamﬂmmmm&mkﬂw
Impact. Jerusalem: Arab Thought Forum, 1990, in Arbic.
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B. Participation in the Labor Force

2.15 Out of the 834,000 persons estimated by the CBS to be 15 years of age or older in 1991, 37
percent were in the labor force. The labor force participation rates for females were very low: in 1991
only 8.8 percent and 1.7 percent of the female population aged 15 years or older in the West Bank and
Gaza Strip, respectively, were economically active. (See table 2.4) These female participation rates are
much lower than those found in nearby Arab countries. The crude labor force participation rate was the
lowest reported by any economy in the world; approximately 19 percent of the population was
economically active in 1991. In comparison, the crude participation rate for selected countries were 39
percent for Israel, 24 percent for Syria, 27 percent for Egypt, 27 percent for Iran, 29 percent for
Bangladesh and 49 percent for the USA. This unusually low rate was due in large part to the
youthfulness of the population.

2.16 The male labor force participation rate averaged 72.6 percent and 68.8 percent of the
population 15 years and older, over the years 1987-1991. Male labor force participation rates were at
their highest levels in the late 1980s and early 1990s, due in part to fairly low emigration rates since
1982. Approximately 92 percent of males aged 25-44 years old were in the labor force in 1991. The
participation rate for males aged 18-44 years old has generally risen over the period 1986-1991 in both
the West Bank and Gaza Strip, with the most impressive increase in the group 25-34 years old. The 1986
participation rates of the age group 15-17 was 30.4 percent in the West Bank and 29.4 percent in Gaza
Strip. By 1991, these rates dropped to 25 percent in the West Bank but fell to 14.6 percent in the Gaza
Strip.

Education and Participation

217 The relation between years of schooling and labor force participation is mixed. For females,
higher education attainments are associated with higher participation rates. However, the relationship
between male participation rates and education is not as consistent. In 1991, the participation rate was
highest for males with 56 years of schooling followed by those with 7-8 years of schooling and
university graduates (16 or more years of schooling). However, over the period 1987-1991, the only
groups that increased their participation rates significantly were university graduates and those with 13-15
years of schooling; the participation rate for all other educational groups has either stagnated or declined.

C. Unemployment

2.18 The estimates of unemployment rates prepared by the CBS rely on the ILO definition of
unemployment, whereby those who actively sought work during the week prior to the interview and who
had worked less than one hour during that week were regarded as unemployed.' During the early years
of 1969-1973, unemployment rates declined from the double-digit region to roughly 1 percent of the labor

" The 1992 unemployment raie is for only the first 3 quarters of the year; it was providea oy CBS officials. The unemployment rates refer
1o the labor force sged 15 or older years from 1986 onward, and to the age group 14 or older years prior 1o 1986, The implication of this
change is insignificant for rates of unemployment because the partisipation rate of the l4-year old group is leas than 30 percent and their
unemployment rates are nok likely to be sizably different from the rest of the labor force. Therefore, the difference betwesn the two
definitions is likely to fall within 0.1 percent of the measured unemployment rate.
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Table 2.4: Labor Force Participation Rate in OT for Adult Population: 1968-1991

— S — ~
Year T-;m: of Labor Force Participation Rate Participation Rate
(In Thousands) West Bank Gaza Strip
i _ (Percent) (Percent)
West Bank Gaza Total Male Female | Total Male Female
strip
1968 92.9 53.5 30.1 56.0 8.2 29.3 58.8 6.3
1969 114.5 58.2 36.5 62.2 13.4 30.8 61.9 4.9 "
1970 118.5 62.4 36.7 61.4 14.3 31.7 63.1 5.0
1971 119.8 61.8 36.3 62.0 12.8 30.8 61.8 4.4
f__1972 126.6 64.6 37.6 66.5 11.0 31.5 64.0 3.9
1973 127.8 68.6 37.4 66.6 10.8 2.6 65.7 4.0
1974 138.9 73.4 39.1 66.1 14.3 33.6 66.7 4.5
l’ 1975 133.9 72.7 36.5 61.9 12.8 32.3 64.6 4.1
"7191& 131.3 76.4 35.4 59.7 12.8 33.0 65.6 4.3 1|
1977 128.6 77.4 33.9 57.4 11.9 32.3 64.0 4.1
" 1978 132.9 0.7 34.1 56.8 12.8 32.3 4.1 3.6
1979 133.9 79.7 33.6 56.9 11.7 32.8 65.1 3.5 "
1980 137.2 81.3 34.2 57.7 12.4 335 65.5 4.3
"_ 1981 135.4 82.8 33.6 572 11.2 33.5 66.0 3.7
1982 142.9 82.3 35.2 60.0 12.5 33.4 66.0 32
1983 150.2 85.8 35.7 62.1 11.0 32.8 64.2 3.8
1984 160.0 87.9 36.7 63.7 A1y 33.2 65.5 33
I 1985 159.2 92.0 35.9 63.9 9.5 33.0 65.4 2.9
1986* 173.6 95.6 37.8 66.7 10.5 334 65.7 3.0
1986 172.2 95.1 39.0 69.1 10.8 34.4 67.6 3.1
1987 182.2 101.7 40.0 72.2 9.5 36.0 71.1 3.0
1988 188.1 101.2 41.0 73.3 10.4 34.7 68.9 2.4
it 1989 189.1 101.2 40.3 T3.6 8.5 33.6 66.8 2.0
1990 199.7 108.0 40.8 2.6 9.8 34.4 68.6 1.9
1991 200.3 1118 | 39.4 71.3 8.8 343 | e84 1.7

Source: Various issues of Staristical Absiract of Israel, published by the Isracli CBS.

Remark: (a) Data in this table prior to 1986 refers to adults who were 14 years or older, but data from 1986 onward refers to
those who were 15 years and older. Two sets of data sre given for 1986, the first using the earlier definition while the second

uses the newer.
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force. This decline resulted from migration of Palestinians from the Occupied Territories to Jordan and
other Arab countries, and from an expansion of job opportunities in Israel. During the period 1974-1982
the average unemployment rate was 1.2 percent and 0.4 percent in the West Bank and Gaza Strip,
respectively. Since 1982, unemployment rates have been increasing, as the demand for Palestinian labor
in both the Israeli and Arab labor markets stagnated. The unemployment rates for the West Bank and
Gaza Strip in the first 3 quarters of 1992 were 5.6 percent and 3.2 percent in the West Bank and Gaza
Strip, respectively.  Younger workers tend to be over-represented among the unemployed.
Unemployment increases with education with the highest rate of unemployment found among university
graduates,

2.19 The labor market of the Occupied Territories is characterized by a high turnover and a large
(and rising) fraction of workers employed part-time. The proportion of employees from the West Bank
working full time was greater than 93 percent in every year between 1984 and 1987, but this ratio
dropped to 66 percent, 74 percent, 83 percent, and 83 percent in the years 1988, 1989, 1990, and 1991,
respectively, A similar pattern was observed for Gaza Strip. High turnover results from the participation
of roughly a third of the Occupied Territories labor force in the market for day laborers in Israel.

2.20 Several Palestinian economists have challenged CBS estimates of unemployment. For example,
using a sample survey, Abu-Shokor estimated the unemployment rate in 1985 to be 9.1 percent in the
West Bank and 2.7 percent in Gaza Strip; CBS estimates for the same year were 5.0 percent and 1.2
percent.” These differences reflect the small sample (approximately 1,000 potential labor force
participants in the West bank and Gaza Strip) and adoption by Abu-Shokor of a definition of
"unemployed” that did not conform to that of the ILO. A sample survey of 700 households in Gaza
suggested that the 1989 unemployment rate in Gaza was 20.8 percent for the labor force over 16 years
of age." The definition of the unemployed used in this study conformed to that of the ILO. Recently,
a reanalysis of CBS data produced an unemployment rate in the West Bank and the Gaza Strip of 27.2
percent; however, this study adopted a definition of the unemployed that included "part-timers", those
"temporarily absent from work”, and the roughly 15,000 prisoners in Israeli jails.”

Wages and Labor Markets

2.21 During the Intifada, the number of Palestinians working in Israel initially declined. However,
by the end of 1992 employment in Israel had returned to its pre-Intifada level—about 115 thousand people.
Palestinians working in Israel earn wages at, or somewhat below the Israeli minimum wage (about
NIS1,400 a month, in early 1993). Nonetheless, these wages are substantially higher than wages earned
in the Occupied Territories; a school teacher earns about NIS900 a month, for example. The Israeli labor
market places upward pressures on wages in the Territories. In 1990, the wage premium for working

“ See pp. 90-102 in Abdel-Fanah Abu-Shokor, Labor Market in the West Bank and Gaza Strip, Nablus: An-Najah National Univenity,
1937, in Arabic.

¥ See p. 4 and 32 in Mahmoud K. Olkasha, Population and Labor Force in Gaza Sirip, A Statistical Survey, Jerusalem: Arab Thought
Forum, October 1990,

" See p. 17 in A. Abu-Shokor Unemplaymens in the Occupied Palestinian Territories: 1968-1991, a paper presented at a seminar held at the
U.N. ESCWA in Amman, November 30, 1992,
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in Israel was about 22 percent.'* Palestinian university graduates do not command a wage premium
over non-graduates because the jobs open to graduates rarely utilize their education.

D. Population Prospects

2.22 Table 2.5 presents population projections through the year 2002. These projections were
prepared in 1982 by the CBS relying on several assumptions about fertility and net migration.”” The
lowest population projection assumed a net emigration rate of 1.0 percent annually and a sharp decline
in the total fertility rate—from 6.5 in 1982, to 3.8 by the year 2002 in the West Bank, and from 7.2 to
4.5 in the Gaza Strip. The high growth scenario assumed no change in the total fertility rate and zero
net migration in both the West Bank and Gaza. The estimated growth of population in the Occupied
Territories since 1982 has been closer to the assumptions underlying the highest growth scenario. It
seems reasonable to assume that net migration will be zero, on average, over the next decade and that
fertility will stabilize. Under these assumptions, the CBS high growth projections growth would continue
to be the most appealing. The end-of-year population estimate for 2002 would then be 1,071,000 for
Gaza and 1,550,000 for the West Bank. The total population would then equal 2,621,000 people.

2.23 On the other hand, if the analysis were based on 1992 population estimates of 800,000 for Gaza
and 1,178,000 for the West Bank, and the assumption that the rate of natural increases for the Gaza Strip
were 4.0 and 3.5 percent for the West Bank, then the population of the Gaza Strip would be 1,184,000
and of the West Bank 1,661,000 in the year 2002.

Labor Force Prospects

2.24 The male labor force may reach 265,300 in the West Bank and 166,100 in the Gaza Strip by
the year 2000. If age cohort-specific participation rates were to remain unchanged, the overall male labor
force participation rate for the population 15 or older years would increase from 72 percent over the
period 1986-1991 to 75 percent in the year 2000 in the West Bank, and from 69 percent to 71 percent
in the Gaza Strip. This increase arises because of changes in the age-composition of the population. The
projected size of the female labor force at the end of year 2000 is 33,800 in the West Bank and 4,700
in the Gaza Strip. Therefore, the projected size of the total labor force in the year 2000 is 299,100 in
the West Bank and 170,800 in the Gaza Strip. This represents an average annual growth of 4.1 percent
in the West Bank and 4.7 percent in Gaza Strip over the period 1990-2000.

" See Joshua D. Angrist, Wager and Emplaymens in the West Bank and Gaza Smrip: 1981-1990, Tuly 1992, Falk Institute Discussion Puper
No. 92.02, The Hebrew Univenity, Jerusalem.

" See Central Bureau of Statistics, Projections of Population in Judea, Samaria and Gaza Area up to 2002, Based on the Population in
1982, Special Series No. 802, 1987.
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Table 2.5: Population Projection for 2002 Year-end Resident Population

(In Thousands)

Projections for 2002 Based on CBS Estimates of Population and

of the Rate of Natural Increase

1991: CBS Year-end Estimate 676 1006 1682

1992: CBS 1991 Estimate 717 1052 1769 I
| Projected to End 1992

1992: CBS Estimate Adjusted 800 1178 1978 |
| for Possible Under-Reporting

CBS Forecasts
| 1992 Scenario IV 702 1042 1742 I

1992 Scenario V 712 1057 1769 [l

| 2002 Scenario Iv 992 1429 2421
|_ 2002 Scenario v 1071 1550 2621

|

Projections

Gaza: 3.5%; West Bank: 3.0% 1003 1407 2410 |
| Gaza: 4.0%; West Bank: 3.5% 1052 1476 2528
Gaza: 4.9%;Et Bank: 3.9% 1147 1535 2682

Projections for 2002 Based on Adjusted CBS Estimates of Population
and Projections of the Rate of Natural Increase

|
| Gaza: 3.5%; West Bank: 3.0% 1128 1583 2711
N Gaza: 4,.0%; West Bank: 3.5% 1184 1661 2845
Gaza: 4.9%; West Bank: 3.9% 1250 1727 3017




III. HEALTH CARE

A. Introduction

3.1 This chapter describes the efforts that are being made to protect the health of the residents of
the Occupied Territories, assesses the weakness in these efforts and outlines the initiatives that would be
required to address these shortcomings. The remainder of chapter is divided into six sections. The first
section offers an overview of the current status of health in the Territories. The second section describes
the institutions that provide preventive and curative services in the Gaza Strip and the West Bank. The
third section presents the information that can be found on the financial and real resources that these
institutions are committing to the sector. The fourth section discusses the programs that are being carried
out and assesses their impact on health. The fifth section examines the deficiencies in these programs
and identifies measures that promise to overcome these problems. The final section sets forth
recommendations,

B. Health Status

An Overview

32 In spite of formidable data problems, a fairly broad consensus exists regarding the general
outlines of health conditions in the Gaza Strip and in the West Bank. Life expectancy, infant mortality
and patterns of morbidity in the Occupied Territories are believed to be fairly similar to those typically
found in lower-middle income countries. Palestinian and Israeli experts agree that life expectancy at birth
is 65 to 66 years. The infant mortality rate is 40-45 infant deaths per thousand live births.
Gastrointestinal and respiratory infections are reported as major problems in the Gaza Strip but not in the
West Bank. High rates of respiratory and skin infections continue to be reported by residents of refugee
camps due to crowded housing and poor environmental sanitation. The communicable diseases of
childhood-mumps, whooping cough, tetanus, measles and polio-have been largely controlled through a
successful child immunization program. Moderate and severe malnutrition are virtually unknown. Food
supplies are adequate in quantity and fairly well distributed. The customary diet is rich in proteins and
fiber and low in animal products but provides too little of some micronutrient—particularly iron. Weaning
practices generally are also sound. The West Bank reports high prevalence rates for cardiovascular
diseases, hypertension, diabetes and cancer—diseases usually associated with highly developed countries.
However, these findings may reflect the selectivity of the sample produced by well-equipped clinics and
by the aggressiveness of diagnostic efforts at these facilities.

33 The pattern of disease is expected to be somewhat different in the Gaza Strip than in the West
Bank. The two areas are distinct in terms of environmental conditions, economic circumstances, social
situations and social services. Nonetheless, the reports that are available do not reveal major differences,
except in the area of chronic, adult-onset diseases.
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Conditions In the Gaza Strip

34 The Government of Israel reported an infant mortality rate for the Gaza Strip for 1990 of 26.1
infant deaths per thousand live births. It had estimated the infant mortality rate for 1980 to have been
43 and for 1970 to have been 86. These reports suggest that dramatic improvements in infant health have
been achieved since the occupation began. However, these figures are disputed by Palestinian leaders.
Some of the controversy can be attributed to definitions and methods of measurement. The Israeli figure
is based on the estimated number of births and the infant deaths reported to the Civil Administration by
health care providers and households. The reporting of deaths by the government health service and by
UNRWA is probably quite complete, but about 35 to 40 percent of all births occur at home and are not
supervised by a physician or qualified midwife. Some births are not reported as well. The infant death
rate is likely to be much higher among those who give birth at home, not only because the quality of
medical care is lower, but also because this group is more likely to be economically and socially
disadvantaged. Those households that do report births and deaths typically delay reporting; thus, births
that lead to death in the early months of life are unlikely to be reported at all. The number of infant
deaths is believed to be substantially underestimated and, therefore, the official estimate of the infant
mortality rate is thought to biased downward. Studies of infant deaths among disadvantaged groups
suggest that the mortality rates may be in the range of 70 to 120 for this group. If one assumes that the
Government's estimates of infant deaths are correct for the 60 percent of children delivered at official
health care facilities and that the remaining 40 percent of births suffers a mortality rate of 70 per
thousand, then the overall infant mortality rate in Gaza in the 1990s would be about 45 deaths per
thousand live births.

35 Table 3.1 reproduces estimates of the principal causes of infant deaths in 1991 by age at death.
Nearly 40 percent of infant deaths occurred during the first week of life. Slightly less than half of these
deaths were caused by birth trauma or prematurity; the second and third leading causes were respiratory
conditions and hypothermia. Slightly more than half of infant deaths occurred between the ages of one
month and one year. The causes of death in this group are distributed uniformly over the 15
classifications of the WHO International Classification of Diseases, Revision 12.

Table 3.1: Leading Causes of Infant Mortality

Causes of Death

% of Deaths

Certain Conditions Originating in the Perinatal Period {ICD9
code 760-779)

Other Diseases of the Respiratory System (ICD9 code 446, 22.6 ||

480-519)
Congenital Anomalies (ICD9 740-759) 15.1 fl
Diseases of the Digestive System (ICD9 530-579) 133

Signs, Symptoms and Ill-defined Conditions (ICD9 780-799) 8.1
Other 15.2

Source: Statistical Report of Health Services in Judea and Samaria 1988, Table 13.
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3.6 The number of children born live to the average woman over her reproductive life (the "total
fertility rate”) for the Gaza Strip is reported to be among the highest in the world. The Government of
Israel estimated the total fertility rate to be 7.2 births per woman in 1987. The crude birth rate is
reported to have risen sharply since the beginning of the Intifada; according to the Israeli Central Bureau
of Statistics, in 1985 there were 45.4 births per thousand population and in 1991 there were 56.1. The
reasons for this 25 percent increase in the crude birth rate have not been analyzed rigorously, but part
of the explanation is thought to be that the age at marriage for females dropped considerably after
1987.® Despite the significant differences between the Gaza Strip and the West Bank in environmental
conditions, health care provision, economic circumstances and reported patterns of disease, estimates of
life expectancy are the same.

37 A rough indication of the contribution of specific diseases to death and to temporary and
permanent disability can be obtained from analyses of presenting complaints and diagnoses reported by
health facilities. Table 3.2 presents results for the Gaza Strip. Observers of the Gaza Strip report seeing
a remarkably high incidence of trauma; this is presumably due both to a neglect of occupational and
highway safety, and to the violence that has accompanied the Intifada.

3.8 The per capita availability of calories in the Gaza Strip was approximately 2,612 kcal a day
in 1987, which is adequate but certainly not generous. Incomes are distributed quite equitably in the
area, implying that access to food is quite equitable as well. Moreover, the customary diet is relatively
inexpensive and nutritionally sound. Traditional weaning practices entail the early introduction of whole
grain breads and highly nutritious pastes made from legumes and oil seeds. The unimportance of
malnutrition is suggested by the Palestinian literature, which has noted that the extent of malnutrition is
s0 slight that the problem is not easily recognized.

3.9 Living conditions in the Gaza Strip are much worse than per capita incomes would lead one
to expect.” Nearly three-quarters of the population are registered refugees, and 55 percent of these
people live in refugee camps operated by UNRWA. Environmental conditions in the camps are generally
poor. Most of the camps have no organized system of sewage collection, and none has an adequate
system of sewage treatment for collected wastes. All of the camps are provided with solid waste
collection facilities, but none is served by a proper disposal site.

3.10 Qutside the camps, solid wastes are collected at neighborhood collection bins, and about a third
of the population is served by the system. Large containers are placed at central places in communities.
The containers are collected at intervals and dumped at surface disposal sites, where the organic wastes
are allowed to decompose and combustible materials are burnt. Properly designed sanitary land fills have
not been constructed anywhere in the Gaza Strip; wastes often leach into the aquifer, thereby
contaminating drinking water supplies.

B P-lciinilnnbm:rurwnmth:viokmmdummimr:h-lhummmhdmmmm«mdudqm intifada has led parents
wmkrh-:uﬂurﬂfurlrmr:h.ﬂfnnh.:ird.ughun.mdlhn!ﬂu-nrg:ncrhnnhurmhd in & reduction in social demands for
eXiensive coremonics,

* For a fuller discussion of living conditions in the Gaza Strip and West Basik, please see Developing the Occupied Territories: An
Investment in Peace, Volume V: Infrassructure, The World Bank, Augusi 1993,




Chapter 3 20

Table 3.2: Principal Diagnoses for Patients Visiting
the Government Health Service, 1989

ICD9 Codes Percent of
Visits
Diseases of the Upper 460-465, 470478
Respiratory Tract
Other Diseases of the 466, 480-519 74,360 13
Respiratory System
Diseases of the Skin and 6380-709 52,549 9
Subcutaneous Tissue
Diseases of the 710-739 51,429 9 n
Musculoskeletal System and
Connective Tissue |
Diseases of Other Parts of the 530-579 48 871 8
Digestive System 1
Endocrine and Metabalic 240-259, 270-279 26,682 5
Diseases, Immune Disorders If
Hypertensive Disease 401-405 26,241 4 ,l
Diseases of the Urinary System 580-599 18,118 3
Disorders of the Eye and 360-379 16,875 3 "
Adnexa
Ischemic Heart Disease 410414 15,475 3 |
Diseases of the Ear and 380-389 14,012 2
Mastoid I
Diseases of the Blood and 280-289 11,534 2
i Blood-Forming Organs "
n Intestinal Infectious Diseases 001-009 8,963 2
Other 69,784 12
TOTAL |== 591,206 100 J

3.11 More than half of households in camps are served by a piped water supply in the dwelling, and
two-thirds have good access to some source of piped water. In more than 90 percent of cases, the water
is disinfected at the source. Inadequate supplies of water, poor water quality and unsanitary disposal of
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liquid and solid wastes nonetheless contribute to a high incidence of gastrointestinal and parasitic
infections. In addition, the fluoride content of the groundwater in the area north of Gaza City is reported
to be high enough to lead to the mottling of teeth and bone disease.

3.12 Crowding is a problem throughout the Gaza Strip, but it is especially acute in the refugee
camps. The average household in the Gaza Strip has 2.7 persons per room; half of Gazans live in
households in which the number of persons per room is greater than 2. Crowding facilitates the spread
of diseases transmitted through personal contact and airborne respiratory secretions. The very high rates
of dermatological and respiratory infections can be traced to crowding.

3.13 The use of government health care services has been inhibited by the strikes and curfews that
have accompanied the Intifada. The incidence of personal injuries has risen sharply due to related
violence; however, the magnitude of this problem is difficult to assess. Wounded persons have been
reported to be reluctant to present their injuries to government hospitals for fear of being arrested. Health
workers have encountered difficulties in getting to clinics and hospitals because of border closures and
road blocks. These problems have compounded the effects of the Intifada on health in the Territories.

Conditions in the West Bank

3.14 The natural environment in the West Bank is generally healthier than that in the Gaza Strip.
Population densities are much lower, drinking water supplies are both generally safer and more abundant,
housing is less crowded and incomes are—on average—substantially higher. In addition, only about 9
percent of the population lives in refugee camps, and the camps are much smaller. These advantages lead
one to expect substantially better health conditions in the area.

3.15 The information on health conditions is even more sketchy for the West Bank than for the Gaza
Strip. The Government of Israel reports that in 1990 22 infant deaths occurred per thousand live births
in the West Bank, As in the case of the Gaza Strip, this figure represents the number of infant deaths
reported by health care providers and individual households divided by the estimated number of births.
The Government of Israel reports that two-thirds of births in the Gaza Strip and West Bank occurred at
a hospital or medical center in 1992. UNRWA also reports that the patients at its clinics experience an
infant mortality rate of about 22 deaths per thousand live births. Palestinian leaders dispute these esti-
mates of the infant mortality rate; they note that studies of isolated communities have produced estimates
in the range of 80 to 100 deaths per thousand live births, suggesting that the true infant mortality rate is
somewhere between 40 and 45 deaths per thousand live births. The failure of a healthier environment
to lead to better health may be due to poorer access to health care.

3.16 The total fertility rate for the West Bank is reported by the Government of Israel to be 6.5.2
Like the estimate for the Gaza Strip this figure is based on very limited, and statistically suspect data.
Both Government of Israel and Palestinian sources estimate life expectancy at birth for those born in the
West Bank to be about 65 years. Estimates of life expectancy are highly sensitive to estimates of infant
and child mortality; because the latter are in dispute, the estimates of life expectancy must be regarded
with some suspicion as well.

® Yaqub Lama and Mario Ferraro, General Survey of Health Services in the Occupied Territories, Minisiry of Foreign Affairs, Government
of luly, Jerusalem, 1989,
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Recent Trends in Health Conditions

317 Knowledgeable experts agree that considerable improvement in health conditions has been
achieved during the 25 years of military occupation. Over this period, life expectancy has increased by
about 10 years; the infant mortality rate has been reduced from about 80 to about 40 to 45, and the
childhood communicable diseases, including polio and measles, have been brought under control. The
pace of improvement since 1967 appears to have been somewhat slower in the Gaza Strip and in the West

Bank than in Jordan and Syria.

j.18 While significant progress has been achieved over the past 25 years, additional gains are clearly
technically feasible. The infant mortality rate could be reduced further if adequate prenatal care were
provided to a larger proportion of pregnant women, Both the incidence of diarrheal disease and the
severity of diarrheal episodes could be dramatically reduced if sanitary facilities were improved, and the
treatment of acute diarrhea with oral rehydration fluids were extended to a larger fraction of the
population. The toll attributable to acute respiratory diseases could be cut back sharply with better
clinical management of these conditions. The onset of chronic diseases due to such conditions as
hypertension and diabetes could be slowed substantially with appropriate diet and drug therapy.

C. Health Care Institutions and Finances

3.19 Health services are provided in the Occupied Territories by four clusters of institutions operated
by the Civil Administration, UNRWA, private voluntary organizations and private, for-profit providers.
Each cluster focuses on the needs of a distinct segment of the population. In 1991 the Government
produced about 37 percent of all modern health care. The voluntary and for-profit sectors now provide
more than half of all health care, with UNRWA contributing about 10 percent, Together these institu-
tions spend about US$200 million a year (US$110 per capita). These funds are used to provide public
health services, such as the inspection of restaurants and food processing plants, and disease surveillance,
as well as preventive, promotive and curative health care services. Each cluster of health care institutions
responds to the needs of a distinct segment of the Palestinian health care market, but their clientele
overlap considerably.

Civil Administration

3.20 The institutions operated by the Civil Administrations in the Gaza Strip and in the West Bank
are still recognizable as descendants of the Egyptian and Jordanian systems, Until 1974 when a
government health insurance scheme was introduced, all residents of the Gaza Strip and West Bank were
entitled to free health care from these facilities. After the introduction of the insurance scheme, the share
of the population able to use these facilities dropped sharply.

3.21 Members of the government health insurance scheme are eligible for care at government
facilities without charge; they may be referred to an Israeli hospital for services that are not available with
the Occupied Territories, but this care must be financed by the Civil Administration. Prenatal care and
preventive services rendered to children under the age of three years are provided by the Civil
Administration without charge. In addition, those injured by the Israeli Defense Force and those infected
with serious, highly contagious diseases, such as cerebrospinal meningitis, typhoid fever, tuberculosis,
and sexually transmitted diseases, are treated free of charge.
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3.22 All Palestinian employees of the Civil Administration and of municipal authorities in the
Occupied Territories are required to join the government health insurance scheme. Palestinians who are
legally registered employees of Israeli firms are required to participate as well. The rate for health
insurance is US$24 a month for a worker employed by the Civil Administration and all of his dependents
under the age of 16 years. Persons employed by private Israeli firms pay US$29 a month. Individual
families may enroll in the scheme as well, but the premium is then US$34 a month. The number of
individuals enrolled voluntarily dropped sharply in the late 1980s primarily as a result of large increases
in premiums. The Civil Administration reports a sharp increase in enrollment in Gaza in 1992-from 22
to 15 percent of the population.

3.23 Estimates of the total numbers of families enrolled in the government health insurance scheme
vary enormously.® The budget of the Civil Administration estimates the revenues for 1992 from health
fees to be US$25 million, implying that about 75,800 households (a fifth of the total population) were
covered. In addition, persons who are not enrolled in the government health insurance scheme may
purchase services from government clinics and hospitals; total revenues from patient charges may
represent as much as 20 percent of the revenues available to the public sector.

3.24 Persons who are not enrolled in the government health insurance scheme may purchase services
from government clinics and hospitals on a fee-for-service basis. In 1992, an outpatient consultation cost
US$17, and hospital care cost US$150 a night. Other representative charges include US$22 for a chest
X-ray, US$70 for a normal delivery and US$160 for a CT scan with contrast media. Laboratory
examinations are billed at a flat fee regardless of the number of tests conducted; in 1992, the charge was
US$23. Total revenues from charges levied on uninsured patients are not reported by the Civil
Administration but several researchers have produced indirect estimates; these range from US$5-8
million. 1If the fee receipts projected by the Civil Administration included these charges, then the
estimated number of insurees would be reduced by between a quarter to a third.

UNRWA

3.25 UNRWA offers basic health care without charge to 940,000 registered refugees living in the
Occupied Territories. Some 540,000 of these refugees (nearly three-fifths of the total) live in the Gaza
Strip where they form about 72 percent of the total population. In contrast, about 400,000 registered
refugees live in the West Bank where they represent about a third of the total population.

3.26 UNRWA provides secondary medical care through one hospital operated by the agency, five
voluntary sector hospitals and two government hospitals. The sole UNRWA hospital is a 34 bed facility
located in the West Bank in the city of Qalgiliah. The cooperating private, voluntary hospitals are all
in the West Bank and Jerusalem. They provide a total of 236 acute-care beds for the use by refugees.
UNRWA also contracts with the Civil Administration for the use of 75 of its psychiatric beds and 75 of

¥ Consulants engaged by WHO and UNRWA to siudy health insurance options report that at the beginning of 1992 sbout 119,600 families
were enrolled; that 48,000 of these families were living on the Gaza Strip; and that the remaining 71,600 were residents of the West Bank.
Slighlly mare than half of the enrollees were Palestinians working in Iersel. An additional 1B percent (21,500 familics) were Palostinians
employed by the Civil Administration who are required to join the schema. About 18,300 indigent families were reported to have been
enrolled by the government using gensral ax revenues to pay their insurance premivma. Craly 14,300 familica were reported to have
sorolled voluntarily. A sudy conducied in 1989 by the Italinn Ministry of Foreign Affairs concluded that only 46,000 houscholds were
enrolled at that time. The principal differences between the two catimates appear in the categories *employees of lsrueli firms® and "social
casea®. Many Palestinian workers employed in Iarael are not properdy registered and thus are oot enroled in the health insurance scheme
and many others are employed on a daily basia and hence not entitled to the benefits devised for regular "monthly® employees.
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its tuberculosis beds. In addition, UNRWA reimburses refugees for 60 percent of the cost of hospital
care obtained outside the UNRWA system. Many refugees are unable to advance the costs of using
government or voluntary sector services and, thus, are unable to take advantage of this assistance.
Nonetheless, the funds budgeted for this purpose typically are exhausted by the end of the eighth month
of the year. In March 1993, UNRWA introduced a modest charge for the use of hospital services and
for care at hospital outpatient clinics.

The Voluntary Sector

3.27 Private voluntary organizations are responsible for about a fifth of spending on health care.
Most private medical charities were established after the introduction of the government health insurance
scheme in 1974 and many were provided with generous external assistance during the 1980s by Middle
Eastern countries and private donors. Since the Gulf war in 1991, many of these sources of funds have
dried up; thus, many of these groups have turned increasingly to donors in North America and Europe
for support. Most voluntary organizations charge for their services. Fees depend on the financial
capacity of the patient’s family. The basic fees for physician services range from US$1.50 for an
outpatient consultation with a general practitioner to USS$4-7 for consultation with a specialist.
Hospitalization costs range from US$8 to US$55 a night. Routine deliveries cost US$60-US$120. These
organizations offer modern curative care, often from very well-equipped clinics. Since the onset of the
Intifada, several "grass-roots” non-governmental organizations (NGOs) have flourished. They provide
very basic preventive and promotive care, emphasizing health education, maternal and child health care
and outpatient-management of chronic conditions. The activities of the voluntary sector are not closely
supervised or regulated and, as a consequence, reflect 2 very wide range of aims and policies.

3.28 The most prominent NGOs providing health care are now the Red Crescent Societies, the
Patients” Friends Societies and the Women's Union Societies. A number of other smaller charitable
organizations were also active in the sector prior to the partition, including local Islamic Zakat Charitable
Funds. These groups are organized as local NGOs but are most affiliated with local and international
organizations as well. The Women's Union Societies were formed during the 1920s under the British
mandate and were intended to deal with a variety of social concerns.

3.29 The grass-roots NGOs include the Health Services Council, the Health Care Committess, the
Union of Health Work Committees and the Union of Palestinian Medical Relief Committees. These
organizations were formed in order to provide an institutional framework for securing greater Palestinian
independence in meeting the need for basic health services. All of these groups have close ties to one
of the leading Palestinian political factions. These organizations have succeeded in more than doubling
the number of primary health care facilities serving the Occupied Territories over the six years since the
beginning of the Intifada.

3.30 Many of the more established NGOs have pursued the aim of providing Palestinians with access
to the best and most modern diagnostic technology. The Red Crescent Societies and the Patient's Friend
Societies have been especially fervent advocates of making high quality, high technology medicine
available in the Occupied Territories. Not surprisingly, the leadership of many of these organizations
is composed of medical specialists, many of whom practiced abroad for years. As a result, the Occupied
Territories have a much larger stock of high-cost equipment than one would expect for an economy able
to spend perhaps US$100 a year per capita for health services. For example, the West Bank has five
privately owned CT scanners.
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Private Health Care

3.31 Little is known about private medical practice. Most private clinics are operated for only a
few hours a day, usually by well known specialists. The typical private clinic is believed to serve only
three to five patients a day. A total of about US$25 million was spent in 1991 on private care, according
to a UNRWA/WHO study of health care financing. In addition, households spent about US$55 million
on pharmaceuticals. In order to put these numbers in perspective, one should note that the same study
found that total spending by the Civil Administration for health care was about US$45 million. Most of
the expenditure on private health care is believed to go to noted specialists who work full time in the
government or private voluntary sector. Many of the clinics operated by private practitioners are
provided with equipment not available at public or voluntary clinics. Private health care is financed from
user fees or by private health insurance.

D. Uses and Sources of Funds

3.32 Total expenditures on health care from all sources have been estimated at about US$200 million
for 1991. This corresponds to about 7 percent of GNP or about 9 percent of GDP and represents an
expenditure of approximately US$110 per capita.

Civil Administration

3.33 The Civil Administration reports that it spent about US$45 million on health programs in the
Occupied Territories in 1990/91 and that it expects to have spent US$52 million in 1992. About 55
percent of this current account expenditure went to the West Bank and the remainder went to the Gaza
Strip. The principal source of funds was government-operated health insurance scheme, but some funds
were obtained from patient fees; the Civil Administration does not provide a detailed accounting of
sources of funds, but knowledgeable observers suggest that fee income may have represented as much
as 20 percent of the total funds available to the public sector for health programs. About 61 percent of
the health budget is devoted to the operation of acute care hospitals, and only about 28 percent is spent
on primary care and public health services. The remaining 11 percent is committed to public health
functions, including the inspection of sanitary conditions and disease surveillance.

UNRWA

3.34 In 1991 UNRWA spent about US$20 million on health programs in the Occupied Territories.
Nearly US$12 million of this was allocated to activities in the Gaza Strip. Approximately 58 percent of
the total budget was devoted to primary prevention and health promotion activities, while hospital care
consumed the remaining 42 percent. The UNRWA budget is supported by some 60 governments and
a dozen charitable organizations.

The Voluntary Sector

3.35 The Palestinian NGO sector is financed from a very broad group of donors, including both
charitable groups and bilateral agencies. For example, the Union of Health Work Committees lists 12
institutional donors in its 1991 annual report, This group of donors includes American Medical Relief
for Palestine, The Jerusalem Fund/USA, the Mennonite Central Committee, the Pontifical Mission,
Medical Aid to Palestine/UK and Medical Aid to Palestine/Canada. The NGO sector also depends on
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donations from individuals. Until the Gulf war many of the NGOs received substantial support from the
Gulf countries and Saudi Arabia. -

Private Health Insurance

3.36 A private insurance company offers health insurance to about 10,000 households: most of the
enrollees are employees of Palestinian manufacturing enterprises. The annual premium is US$131. The
benefits may be used to purchase care from approved sources in either the public or private sector. The
rates are agreed with the approved sources; in 1993, US$4.35 is being paid for an office visit with a
general practitioner and US$8.70 for visit to a specialist. The maximum benefit per year is US$2900.

3.37 Tables 3.3 and 3.4 summarize the financing of the health care system. These tables are based
on surveys of health facilities and health spending undertaken by consultants to UNRWA and WHO.
(The two surveys provide independent and inconsistent estimates.) One should recall that this study found
substantially higher spending on health care than earlier studies. The UNRWA/WHO consultants report
much greater enrollment in the Government’s health insurance scheme than Palestinians have estimated
in the past. The enrollment figures are based on the number of valid insurance cards held at the time of
the study, as reported by the Government of Israel. The estimates of donations may be overstated.

3.38 These estimates of health care expenditures suggest that per capita spending is about US$110
a year, (The population figures on which estimates of per capita spending must be based are themselves
subject to a wide range of error.) If these estimates are roughly correct, then the Occupied Territories
would be spending an amount equal to about 7 percent of GDP, or approximately 9 percent of GNP, on
health care.
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Table 3.3: Uses of Funds by the Health Care Sector, 1991

(Millions of USS)
Object of Civil Ad- UNRWA NGOs Private Total
Expenditure ministration
Acute Hospitals 25.2 5.5 29.3 60.0 |
Mental Hospi- 1.6 7.8 8.6 18.0
tals ||
| Primary Care 12.0 1.0 25.0 38.0
Pharmaceutical 5.0 55.0 60.0
" Eye care 5.0 5.0 1
Dental care 0.3 9.3 I
Ambulances 0.8 0.8
[—
Community 0.7 0.7
Mental Health
Medical Ser- 5.0 50 |
vices
TOTAL 43.8 13.3 38.9 100.8 196.8
M

Source: UNRWA/WHO, "Universal Health Insurance for the West Bank and Gaza Strip,"
(Draft Report, 1992).
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Table 3.:1: Sources of Funds for Health Care, 1991

(Millions of US$)
Health Insurance 43.6 0.18
GHS Plan 42.0 0.18
Private Insurance 1.6 0.01
" Private Expenditures 89.5 0.38
Purchase of Drugs 56.2 0.24
Private Health Care 21.0 0.09 l,
Private Dental Care 9.3 0.04 1,
Eye Care 5.0 0.2 |
Medical Devices 2.0 0.01 I
UNRWA Budget 13.3 0.06
"intematiuna] and Private Donations 18.4 0.08 "
|, Donations from Arab Funds 59.0 0.25
" TOTAL 236.9 el l.lilg=l

Source: UNRWA/WHO, "Universal Health Insurance for the West Bank and Gaza Strip," (Draft Report,
1992).

E. Health Care Facilities and Staff

3.39 Government health care services employ about 685 physicians and about 1,556 nurses. About
170 of the physicians and 450 of the nurses are assigned to hospitals. The Civil Administration operates
14 hospitals and 165 primary health care clinics. The 14 hospitals had a total of 1,477 beds in 1992.
Twenty-five years earlier, at the onset of military occupation, the number of beds in government hospitals
was about the same. Since the population of the Occupied Territories has more than doubled over the
period of occupation, this implies that the number of residents per hospital bed has more than doubled
as well,

3.40 In its report for 1991 to the World Health Organization on the health of the Palestinians in the
Occupied Territories, the Government of Israel reported its intention to increase the number of
government beds in the Occupied Territories to 2,650 by the year 2000 - an increase of 70 percent. The
number of beds currently in operation and the projected numbers in the year 2000 are reported in Table
3.5,
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Table 3.5: Actual Number orf Government Hospital Beds in 1990 and Projected Number for 2000

]r_ Hospital MNumber of Beds 19530 Projected Number of Beds 2000
WEST BANK
Jenin 55 140
' Tulkarem 64 136
" MNablus-Watanee 86 124
Mablus-Rafidia 122 181
Ramallah 136 207
Beit Jallah 64 91
“ Jericho 50 50
Hebron 103 141 I
GAZA STRIP
Shifa (Gaza City) 380 660
Nassar Pediatric (Gaza City) 115 0
Ophthalmic (Gaza City) 35 0
Psychiatric (Gaza City) 34 0
Central Hospital 0 200
Khan Younis 225 400
Ahli (Gaza City) 75 100
TOTAL 1477 2650

3.41 The Civil Administration also provides primary health care from a network of basic health
clinics. The primary health care system has a total staff of about 500 persons, of whom 95 are
physicians, 300 are nurses and about 100 are sanitarians and medical technologists. The term "clinic”
is used by Israeli authoritles to refer to a specific health care activity rather than to a physical facility.
This practice has caused considerable confusion about the actual level of effort. A single facility may
offer a prenatal clinic, a post-natal clinic, a well-baby clinic and a diabetes clinic and, thus, be reported
by the Civil Administration as four clinics. OQutside observers suggest that the number of government
facilities offering primary health care is probably about half the number of clinics officially reported.
Moreover, most clinics operate on a part-time basis. For example, in 90 percent of the government
clinics in the West Bank, a physician was present for two or fewer days a week.
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3.42 UNRWA provides most of its services through a network of 42 health centers providing basic
health care. Eight of the nine health centers located in the Gaza Strip have well-equipped diagnostic
laboratories; all nine UNRWA health centers in the Gaza Strip provide maternal and child health services.
UNRWA employs 82 physicians (of whom 37 are general practitioners) to serve more than a half million
refugees in the Gaza Strip. Thirty-three health centers are located in the West Bank; only thirteen of
these have a diagnostic laboratory. UNRWA employs 61 physicians to care for about 400,000 registered
refugees in the West Bank. UNRWA also operates 46 supplementary feeding centers, 15 dental clinics,
8 birthing centers and 15 free-standing laboratory facilities. UNRWA runs a 26 bed hospital in Qalgiliah.
In addition, UNRWA contracts with private, voluntary hospitals to supply secondary care to refugees.
UNRWA contracted for the use of 350 hospital beds in voluntary and government hospitals in 1992, (See
Table 3.6.) A capital drive is under way to raise US$25 million to construct a 232 bed hospital in Gaza;
the Gaza hospital is scheduled to be opened in 1995,

Table 3.6: Hospital Beds Contracted by UNRWA

——— — e ——
u Name of Hospital Number of Beds Contracted
" Augusta Victoria, Jerusalem 104
" St. John’s Ophthalmic Hospital, Jerusalem 14
Caritas Baby Hospital, Bethlehem 12
Al-Ittihad Hospital, Nablus 30 ‘"
Al-Ahli (Evangelical) Hospital, Gaza City 40
'l Bethlehem Government Psychiatric Hospital 75
" Bureij Government Tuh_m:ulusii Hospital, Gaza_ - 75 |

3.43 UNRWA reports that it provides about 3.7 million patient contacts with the primary care
system a year. This implies an average of about 3.7 encounters per capita with the health care system
a year. This average lies near the upper end of what might be expected: middle income countries
typically report an average of 2.5 to 4.0 encounters Per capita per year.

Non Governmental Organizations

3.4 About half of all primary health care facilities are owned and managed by private, voluntary
organizations. Between 720 and 750 physicians (approximately a third of all physicians practicing in the
Occupied Territories) work at clinics in the voluntary and for-profit sectors. About 200 physicians and
about 800 nurses are employed by non-governmental hospitals, Thirty percent of acute care hospital beds
and half of all hospitals are operated by the NGO sector.
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F. Special Initiatives

3.45 The Civil Administration is working with several external agencies to improve health care and
environmental conditions in the Occupied Territories. It has cooperated with UNICEF since 1985 in
increasing access to primary health care in the Hebron district. This program aims at providing prenatal
and child care to high risk groups in isolated, small villages. It focuses especially on the management
of diarrheal diseases, the prevention of childhood communicable diseases, the treatment of respiratory
infections and the improvement of self-care. The program provides six months of full-time training to
a community member with a high school certificate. The trained village health worker then identifies
high-risk pregnancies, follows up on well-child care (including immunization), monitors the nutritional
status of small children and works with local leaders to improve environmental sanitation. The village
health worker also coordinates periodic visits from a public health team and facilitates referrals to urban
health care facilities when that is needed. The UNICEF/Civil Administration Extended Primary Health
Care Project operated in 49 villages at the end of 1987.

3.46 A program to identify high-risk pregnancies was launched by the Government Health Service
in 1988. It includes the introduction of a set of guidelines and a referral form for the processing of
pregnant women, the orientation of all staff posted at maternal and child health centers and village health
rooms, and the creation of high-risk pregnancy clinics. Eight of these clinics have been developed in the
West Bank, seven of which now operate from district hospitals; two clinics have been created in the Gaza
Strip. UNICEF has assisted in the training and continuing education of traditional midwives. In 1990
all practicing midwives in the Gaza Strip attended a UNICEF sponsored course and received equipment
for home deliveries.

3.47 The Civil Administration has also worked with several groups providing rehabilitation services
to persons with serious injuries. A 30-bed rehabilitation center has been constructed in Ramallah by the
Swedish organization, Diakonia. The Friends of the Sick (Patients’ Friends Society) has constructed a
rehabilitation and physical therapy center in Bet Jallah with financial assistance from the Government of
Italy, the CDF and UNDP.

3.48 The Civil Administration has also launched a number of initiatives to improve hospital services.
It introduced a new, computerized, hospital discharge information system in 1991; this system classifies
patients under the International Classification of Diseases, Revision 9. The records are analyzed
periodically to evaluate utilization and outcomes. Improvements have been made in radiology services
in several hospitals. Intensive care units have been added in Nablus, Ramallah and Gaza City, and open
heart surgery and neurosurgery departments were added to Ramallah hospital in 1987,

3.49 The lack of government investment in hospital bed capacity remains a particularly contentious
issue. In addition, the Civil Administration has been very slow in granting permits to nongovernmental
institutions to construct additional private hospitals. These public policies have had the largely positive
effects of encouraging greater reliance on outpatient care, including primary prevention of disease and
self-care, and of forcing more efficient use of hospital facilities and resources. Since 1967, the average
length of stay in hospitals has declined from 6.8 to 3.2 days. The present length of stay compares
favorably with that of many Western countries. The occupancy rate for government hospitals has
continued to decline as well. In 1991 hospitals operated by the Civil Administration operated with only
62 percent of beds occupied on average. The low occupancy rate is due in part to economic barriers to
hospital utilization,
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Private Sector Initiatives

3.50 The Palestinian medical charities have made significant improvements in health programs in
recent years. The Patient’s Friends Society of Hebron has undertaken the construction of a 300-bed
hospital, the 40-bed obstetrics wing of which is expected to open in 1993. Smaller bedded polyclinics
are being developed by charitable organizations in Gaza City, Tulkarem and Hebron. These initiatives
are being financed from private donations and from aide from the Gulf and official bilateral sources.

3.51 The grass-roots voluntary organizations have developed very impressive programs of primary
health care. These groups have prepared detailed plans for the provision of mother and child care, the
treatment of minor illnesses, the control of infectious diseases and health education. These services are
typically rendered from converted residences. The growth of these programs has been explosive with
more than a hundred clinics constructed between 1988 and 1991. The facilities that have been created
and the staff that has been employed are very impressive.

3.52 Most of these initiatives represent reasonable responses to the health neads of the Palestinians.
The impacts of improvements in primary health care are not yet reflected in health statistics and
indicators, but one must bear in mind that these data are of limited value because they are poorly
collected and unrepresentative. The aggressive efforts being made by the voluntary sector to strengthen
primary health care should pay off quickly in terms of reduced infant and child mortality, as well as
improved maternal health. The efforts of the Civil Administration to improve maternal and child health
are likely to have a more modest effect, primarily because of the growing reluctance to utilize government
services. Some efforts by the Civil Administration and voluntary organizations to upgrade hospital
services may be inappropriate, especially in areas of diagnostic imaging and sub-specialty care. Proposals
to provide additional capacity for heart surgery, organ transplantation and oncology care should be
carefully evaluated, particularly in view of the small population base and the uneconomic size of many
hospitals in the Occupied Territories.

G. Sector Problems

3.53 The health outcomes that are being reported suggest that significant gains have been made over
the period since 1967. Over the past quarter century, the infant mortality rate has declined by roughly
half. Life expectancy has increased by more than a decade over the same period. At issue is not whether
the health of the Palestinians has improved over the period but rather whether the pace of improvement
has been as great as it could have been. The more rapid pace of progress in Jordan than in the Gaza
Strip and the West Bank is cited by Palestinians as evidence that inadequate efforts have been made under
rule by the Israeli Civil Administration. Much of the credit for improvements in health can be traced to
the prevention of diseases transmitted under poor sanitary conditions and hence must be attributed to
improvements in educational status and general living conditions rather than to the expansion at health
services as such. Still, the health services delivered by the Civil Administration, UNRWA, the charitable
and voluntary organizations and private providers of health care have played a substantial role. The work
of the nongovernmental sector has been especially significant. In 1967 over 85 percent of all health
services delivered in what are now the Occupied Territories were produced by the public sector; by 1991
the Government’s share had shrunk to about 37 percent. Over the same interval, private voluntary and
for-profit health care grew from a negligible share to represent about a third of health care expenditures
and more than half of patient contacts.
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3.54 However, the Occupied Territories have devoted an unusually large share of available resources
to the health sector, and the health impact has been more modest than should have been obtained from
this expenditure. Several reasons for this disappointing performance are apparent. First, most social
resources are being used to provide costly, high technology, hospital-based care for the benefit of the
relatively well-to-do. Second, very small, inefficient hospitals have been allowed to proliferate (68
percent of all hospitals have fewer than 100 beds). Third, highly specialized procedures have been
carried out by units that are too small to either exploit economies of scale or provide physicians and staff
with enough practice to maintain skills. Fourth, access to many services has been blocked for specific
groups of people because of the segmentation of the health care market introduced by the insurance
scheme and the provision of free care to refugees. Finally, too little attention has been given to reaching
out to underserved groups, especially women; more than a third of all deliveries continue to occur
without supervision by a trained health worker, for example.

3.55 The root causes of these problems are to be found in a lack of coherent policy and an absence
of sector planning. Several unrelated institutions are providing services to distinct groups within the area.
Moreover, the Government Health Service could not charge current premiums and provide the level of
service nominally available to those with government health insurance, let alone all residents of the Gaza
Strip and the West Bank. At the same time, UNRWA appears to be achieving roughly comparable health
outcomes with much smaller per capita outlays of funds. Part of the explanation for this apparently
superior performance is that UNRWA is extracting subsidies from the hospitals that provide it with
contract beds for refugees, but the more important explanation appears to be that UNRWA is focusing
more sharply on the primary prevention of disease. The voluntary sector presents a remarkably diversi-
fied picture. The older and more established private voluntary organizations have in several instances
clearly overinvested in expensive medical technology; this phenomena appears to be a legacy of the period
when private and official donors from the Gulf were generous supporters of these institutions. The
voluntary organizations founded since 1987 have obviously operated with more modest budgets and have
made much more careful choices about both the services that they wished to offer and the technologies
that they wished to adopt.

3.56 The fragmentation of decision-making in the health sector is also revealed in the proliferation
of small hospitals and bedded medical clinics. In order to exploit the most important economies of scale
in the operation of a community hospital, it is necessary to build a minimum of about 150 beds. The
ideal size of a hospital in the Occupied Territories may be somewhat smaller because of the relatively low
cost of qualified manpower in the area. However, 68 percent of all hospitals have fewer than 100 beds,
and 20 percent have fewer than 50 beds. In addition, 11 private maternity hospitals exist, none of which
has more than 35 beds (the average has only 16). Rationalization of the hospital sector would entail a
considerable reduction in the number of institutions and would lead to a significant reduction in costs.
In addition, rationalization of the hospital sector would contribute to improvements in the quality of care.
The numbers of procedures being carried out by specialized units are not large enough to provide
physicians and nurses with enough practice to operate at peak skill and efficiency. For example,
Ramallah hospital is reported to be doing 40 to 50 open heart operations a year - roughly one a week.
This is no more than a third of the minimum number that a hospital team should seek to perform in order
to maintain its skills and proficiency.
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H. Recommendations

3.57 The development of a sound policy environment will be required in order to address these
problems. As noted above, present inefficiencies are rooted in the fragmentation of responsibility, not
only for the delivery of health care but also for the management of subsidies to the sector from the
government budget and external donors. Thus, a responsible body must be created to develop a coherent
health policy and to coordinate activities in the sector. Since a large number of highly diverse
organizations now populate the sector, and a newly formed self-governing authority will initially have
limited administrative capacity, the bureaucracy should not seek to control sector activities directly but
rather should seek to facilitate greater coordination. Policies should, at the same time, seek to interrupt
the link between refugee or employment status, and entitlement to subsidized health care. In assembling
a set of policies, issues of health care finance, service standards, investment in technology and quality
assurance should also be addressed.

3.58 In view of the large fraction of GDP already being committed to the sector, policies should
increasingly stress increasing the internal efficiency of the health sector and should try to control the
overall costs of health care, rather than to expand the system, particularly at the hospital level. Sanitation
should be further improved, and a larger fraction of cases of acute diarrhea should be treated with oral
rehydration fluids. Acute respiratory diseases should be better managed. The onset of chronic diseases
due to such conditions as hypertension and diabetes should be controlled with appropriate diet and drug

therapy.

3.59 The total cost of the investments required to address the needs identified in this chapter and
to continue to replace worn out and obsolete equipment and facilities over the next decade is likely to be
US$175 to 200 million. The greatest priority within this program of investments is the expansion of the
basic health care system. The second highest priority ought to be given to the rehabilitation and
renovation of existing health facilities, including hospitals. Gaps in the current health care infrastructure
should be filled through the development of a burns unit, a cancer care program and a laboratory for the
control of communicable diseases should also be given high priority.




IV. EDUCATION AND TRAINING

A. Introduction

4.1 The Palestinians have demonstrated a strong commitment to education. Enrollment in basic
education (grades 1-6) is equal to about 102 percent at the age group 6-12. Palestinians are credited with
having one of the highest proportions of their population completing higher education of any Arab group.

4.2 This chapter describes the efforts that are now being made to educate and train the children of
the Gaza Strip and the West Bank; it outlines the steps that would have to be taken in order to rectify
deficiencies in these programs. The rest of the chapter is divided into five sections. The first section
describes the institutions that provide education and training services. The second section presents the
information available on the financial and real resources that have been committed to the sector. The
third section discusses the programs that are being carried out and assesses their effectiveness. The fourth
section describes the weaknesses in programs that the chapter has identified and suggests initiatives that
ought to be considered in order to rectify these problems. The final section summarizes the chapter’s
recommendations.

B. The Institutions of the Education Sector

43 The institutions of the education sector are much less complex than those found in the health
sector. The Occupied Territories are served by only two distinct systems of education: the Egyptian
system in the Gaza Strip and the Jordanian system in the West Bank. However, these two systems
pursue distinct objectives, are organized differently, and employ separate examination systems. The Civil
Administration supervises all primary and secondary educational institutions. Schools are operated by
the Civil Administration, UNRWA and a small number of private (principally charitable) organizations.
The Civil Administration enrolls about 62 percent of all primary and secondary school students in its
institutions. UNRWA provides schooling to about 31 percent of the students, and the voluntary and
private, for-profit institutions serve less than 8 percent. Preschool and higher education is dominated by
nongovernmental organizations. Because of frequent strikes and curfews, schools have been closed
frequently since the onset of the Intifada.

Kindergartens

4.4 About 10 percent of five-year-olds living in the Gaza Strip, and about 15 percent of the same
age group living in the West Bank, attend preschools. On both the Gaza Strip and the West Bank presc-
hool education is offered primarily by the private sector, usually by charitable institutions, women's
associations, religious groups or individuals but also, in a few instances, by for-profit organizations.
UNRWA and the Civil Administration provide preschool education to a very small number of children
living in the West Bank. Preschool teachers are not required to possess any formal qualifications, but
most have passed the examination for graduation from secondary school, and a few have obtained a
Bachelors degree. Very few teachers have taken any courses in pre-school education. Most
kindergartens do not have a formal curriculum with clear objectives and goals. Educational materials and
equipment are limited due to the scarcity of funds.
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4.5 Following the partition of Palestine in 1948, the Governments of Egypt and Jordan introduced
their education systems into the Gaza Strip and the West Bank, respectively, The Israeli military
government has retained these arrangements since 1967, The structure and content of the curriculum,
teaching materials and examinations are obtained from Egypt and Jordan. Israeli officials censor the
contents of books and journals in order to ensure that politically provocative materials are not disseminat-
ed through the schools. Education officials from the two countries continue to assist in the examination
of graduates of schools in the Gaza Strip and in the West Bank. The Civil Administration supervises all
educational institutions and continues to review the content of the curricula of public, private and
UNRWA schools and to regulate the construction and extension of school facilities.

Vocational Education

4.6 Vocational education and technical training are offered by the Civil Administration, UNRWA
and private institutions. Vocational and technical education has never been viewed by the Palestinian
community as a serious part of the education program. Israel established additional vocational training
centers in the main cities of the Gaza Strip and the West Bank, after 1967, to prepare semi-skilled
laborers for employment in the Israeli economy. Most courses were only a few days in length and were
designed to enable Palestinians to meet the formal requirements of the Israeli labor market, The most
common course has prepared students to take the written examination for a license to drive a truck in
Israel.

4.7 The Civil Administration determines the curriculum of vocational and technical schools (public,
UNRWA and private). It has made little effort to determine the training needs or to evaluate the out-
comes of training courses. The Government of Israel prohibits the teaching of some subjects such as
maintenance of communications equipment, because the equipment required might be used for military
purposes. Employers are not involved in setting training policy. Courses focus on the mastery of craft
skills and provide little instruction in areas such as organization and management. Training for
self-employment has been almost totally neglected. Both public and private vocational schools are
seriously underfunded. The problems created by a scarcity of funds are compounded by restrictions on
the importation of equipment for educational and training purposes. As a consequence, facilities are
inadequate, and equipment is often obsolete.

Community and Teachers’ Training Colleges

4.8 There are 20 community and teachers training colleges in the West Bank and one in the Gaza
Strip. Four of these are administered by the Civil Administration, three by UNRWA, nine by the
Council for Higher Education and five by private entities. The community colleges offer technical (e.g.,
engineering), agricultural, commercial (business administration), paramedical, social service and teachers’
training programs. All community colleges in the West Bank require the Jordanian secondary school
leavers examination (the Tawjihi) for admission to two-year diploma courses. In the past, graduates of
the community colleges have not been allowed to transfer to West Bank universities.




Chapter 4 37

Universities

4.9 There are 8 universities in the Occupied Territories: 6 in the West Bank—including an Open
University—-and two in the Gaza Strip. All are under the supervision of the Council for Higher Educa-
tion, and all were established with private Palestinian funds. The objectives of Palestinian universities
are: to meet society’s needs by providing experts, technicians and specialists in all fields; to prepare
scientists and researchers, inventors and innovators; and to conduct scientific research, both theoretical
and applied. The universities were closed at the beginning of the Intifada, and were allowed to reopen
partially, beginning in 1990. In addition, access to the universities has been restricted because of
difficulties with passes and travel permits for both faculty and students. Considerable duplication of
courses and departments among universities has emerged in response to this problem. During the
1991/92 academic year, there were a total of 16,368 students and 1,010 faculty in Palestinian universities.
Approximately 40 percent of the university students in the West Bank were women.

Literacy Education

4.10 Illiteracy remains a significant problem among Palestinian adults. Within the group 35-44 years
of age, 28.5 percent of women are illiterate compared to 7.4 percent of men.** Efforts are being made,
in the main by charitable institutions, to combat this problem. The Higher Committee for Literacy and
Adult Education coordinates literacy training activities. There are some 170 centers in the West Bank
run by the various associations, but there is a need for more, and better equipped, centers. In the Gaza
Strip there are 27 centers; the Palestinian Red Crescent Society is playing a major role in supporting the
program. The Higher Committee for Literacy and Adult Education coordinates literacy training activities.
The Civil Administration provides literacy classes at ten vocational training schools.

Services to the Handicapped

4.11 About 30,000 handicapped persons lived in the Occupied Territories in 1990, according to
UNESCO. This number is believed to have increased considerably over the past two years because of
violence associated with the Intifada; Palestinian sources report that over 43,000 people were injured
between 1987 and 1993 in connection with the uprising. These reports claim that about 11,000 persons
have suffered significant, permanent physical disabilities.

4.12 There were in 1990 37 institutions in the Gaza Strip and the West Bank for educating students
with handicaps. One of these institutions was run by the Civil Administration; 9 were administered by
foreign missions, and 27 were privately operated. The total enrollment in these institutions was 2,907.
They deal with problems of deafness, blindness, mental retardation, physical impairment and multiple
handicaps. These centers are understaffed and underfinanced, and their staffs need additional, specialized
training. Despite the tremendous growth in the prevalence of mental health problems since 1987, little
has been done to address this issue. The Gaza Community Mental Health Program was established in
1990 to begin to confront the problem.
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C. Education Finance

4,13 The total expenditure for all levels of academic education is about US$170 to US$175 million
a year. This represents a per capita expenditure of about US$90 per resident of the Occupied Territories
and corresponds to approximately three-quarters of the amount being spent per capita on health care.

4.14 The Civil Administration spent US$58 million in 1991 and has budgeted US$80 million for
1992. Over 70 percent of its recurrent expenditures were devoted to the West Bank and the remaining
roughly 30 percent were committed to the Gaza Strip. The UNRWA 1991 education budget for the
Occupied Territories was US$52 million—two-thirds for the Gaza Strip and one-third for the West Bank.
Per student expenditures in 1991 were about US$153 in government schools, US$334 per student in
UNRWA schools in the Gaza Strip and about US$425 in UNRWA schools in the West Barik. Differences
in unit costs were due to differences in salaries and to greater expenditures on teaching materials and the
maintenance of facilities in UNRWA schools.

4.15 The private sector educates about 8 percent of students enrolled in primary and secondary
schools. Most of these institutions are financed largely or entirely with student fees and are able to attract
paying students because they are perceived to offer a richer curriculum or better education. A common
rationale for sending children to a private primary or secondary school is to gain access to special
programs in music, art and foreign languages. Figures on per student expenditures are not available for
the private sector, but it appears reasonable to assume that costs are roughly the same as those experi-
enced by UNRWA. If one accepts this assumption, then private spending on primary and secondary
education totaled about US$13 million in 1991,

4.16 The total cost of university education is about US$27 million a year. Per student costs for
college and university education range from US$1500-2000. Students are charged fees of US$400-500
per year. The universities are financially autonomous. They have received substantial assistance from
private and foreign donors in the past. Because of lengthy closures during the Intifada and a sharp drop
in foreign donations, many universities now face financial crises. Most are now depleting staff retirement

funds in order to meet essential expenses. Several have been unable to pay faculty salaries for months
at a time and, as a result, have experienced faculty strikes. Libraries, laboratories, textbooks and other
educational materials and computer facilities are deteriorating, as well.

4.17 Thus, total expenditure on education in 1991 in the Occupied Territories is likely to have been
between US$155 and US$160 million.

D. Education Resources

Instructional Stafr

4.18 The Council for Higher Education reports that 18,594 teachers were engaged in teaching school
in 1991/92. Table 4.1 presents the numbers of students and teachers, and the student-teacher ratio for
the two regions and for government, UNRWA and private schools. Two-thirds of these teachers (a total
of 12,496) were employed by the government sector, and about 22 percent were employed by UNRWA.
The private sector employed slightly less than 10 percent of all teachers. The ratio of students to teachers
varied among regions and sectors by a factor of 2.2. The lowest student-teacher ratio was found in the
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private sector in the Gaza Strip where there were only 16.9 students per teacher; the highest student-
teacher ratio was found in UNRWA schools in the Gaza Strip where there were 36.1 students per teacher.
Obviously, the averages for a region obscure variations within the area. At present, roughly two-thirds
of teachers have only a two-year diploma from a community or teachers’ college. Under Jordanian Law,
all West Bank teachers must have a minimum qualification of a Bachelor degree by 1997. Some efforts
have already been made to provide in-service training at teacher training institutes and universities.

Educational Facilities

4.19 The average school is reported to enroll about 400 students. The largest schools are found in
the Gaza Strip (703 students per school); this figure no doubt reflects both the high population densities
that prevail there and widespread double-shift operation of schools. The lowest average is found in the
Ramallah district where the average school size is 273 students. Table 4.2 presents the numbers of

schools in each district for each level of education.

Table 4.1: Total Numbers of Students and Teachers
by Supervising Authority and Region 1991/92 School Year

Authority Total Number of —i:;Num;uf Studentf‘r-:cher
Students Teachers Ratio
'Lﬁuvermnent West Bank 280,682 9,720 29 l
Gaza 97,689 2,776 35 ﬂ
Total 378,371 12,496 30 —“
UNRWA West Bank 43,593 1,456 30 J
r] Gaza 100,363 2,800 36
Total 144,456 4,256 34 _"
Private West Bank 40,208 1,696 24
Gaza 2,463 146 17 i
" Total 42,671 1,842 23
364,483 12,872 36
201,015 5,722 35
565,498 18,594

Source: Council for Higher Education

4.20
rooms were being rented. With a

The Civil Administration constructed 20

additional school rooms in 1991, At that time, 317

« growing population and large numbers of classrooms operating double
shifts, the need to add classrooms, especially for public schools, is clear.

In view of the rapid rate of
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growth in the school age population (more than 4 percent a year), a program for replacing the current
school structures and adding not only classrooms, but also libraries, laboratories and recreational
facilities, is required over the medium- and long-term.

4.21 The quality of the teaching staff does not appear to be adequate. This judgement is based on
the level of training that is being provided (and required) and the methods of training observed in teacher
training institutions. Too much emphasis is given to the recall of fact and mastering of terminology. In
the medium-and long-term, a concerted program of upgrading teacher education and retraining teachers
is required. This is particularly urgent in basic education but is also necessary at the technical college
and university levels. Teachers require access to new educational technologies and training in their use.
In addition, teachers need to become familiar with recent developments in cognitive theory. Exchanges
with overseas institutions through scholarships and fellowships should be pursued. Twinning
arrangements with educational institutions in the region, in Europe and other parts of the world should
be encouraged.

Table 4.2: Number of Schools by Location 1991/92 School Year

" Location Basic Level Academic Vocational Total “
Secondary Secondary
Jenin 118 38 1 157
Tulkarem and 120 51 1 172
" Qulgilia "
Nablus 126 44 1 171
Ramallah 156 51 3 210
| Bethlehem and 91 29 3 123
Jericho
Hebron 169 37 1 207
||T3m 245 39 0 286
TOTAL 1025 289 10 1326

Source: Council for Higher Education

4.22 School buildings are generally in a poor state of repair. Broken windows and doors, leaky
roofs and faulty sanitary facilities are common. Some of these problems can be traced to the violence
that has plagued the Occupied Territories, especially since 1987. However, a significant part of the
problem must be attributed to inadequate preventive maintenance and delays in executing minor repairs.
The rehabilitation of decaying facilities is clearly one of the leading priorities in the education sector.
In addition, many schools occupy buildings that were constructed as private residences and, thus, do not
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have adequate provision for sanitation or sufficient play areas. While these deficiencies do not seriously
affect the effectiveness of schools, they should be kept in mind when the development of the sector is
being discussed.

Educational Materials and Equipment

4.23 Data on the availability of teaching materials, library books and laboratory equipment,
regrettably, are not available. Anecdotal accounts and the mission’s observations suggest that supplies
of these inputs are highly inadequate in both quality and quantity. Modern educational materials, teaching
aids and equipment are required from preschool through to university level. Donors have contributed
hardware to some institutions, but training is required in the use and maintenance of the equipment and
materials. In the medium- and long-term, considerable resources will be required to update equipment
and educational materials to ensure the relevancy of studies at all levels.

E. Education Processes

The Curriculum

4.24 Schools in the Occupied Territories rely on curricula that were developed during the 1960s by
the governments of Egypt (for the Gaza Strip) and Jordan (for the West Bank). Teaching materials have
been updated periodically, but significant changes have not been made in either objectives or teaching
methods. Egypt and Jordan are both now revising their curricula. Several more years will be required
before this process affects classroom teaching. The present curriculum emphasizes the mastery of facts
rather than higher-level cognitive skills, including analysis and synthesis. The teaching methods that are
typically used to impart this knowledge stress the one-way transmission of knowledge from the teacher
to the student. In order to prepare students for roles in an expanding and rapidly changing economy, the
curriculum needs to be updated to prepare students to deal successfully with novel problems. This
implies that the school curriculum should be strengthened to develop capacity to mobilize information,
evaluate both evidence and argumentation, and apply general knowledge to the solution of specific,
unfamiliar problems.

4.25 Representatives of the Palestinians have not participated formally in the ongoing efforts to
modernize and strengthen programs of primary and secondary education in Egypt and Jordan. Palestinian
leaders should be participating in discussions of the relevance of both or either system to the needs in the
Occupied Territories, or should be working to prepare a curriculum and instructional program of their
own.

Pedagogy

4.26 The systems of primary and secondary education now being implemented in the Occupied
territories rely heavily on education practices established in the 1950s and early 1960s. While most of
these practices remain valid, the major advances in cognitive theory, teaching practices and educational
technologies achieved over the past four decades needs to be brought to bear on classroom teaching. In
particular, the present system of education affords children few opportunities to participate actively in
learning; to apply their skills in formulating researchable or solvable problems; or in drawing on a wide
range of knowledge, skills and analytic methods to illuminate real-world problems.
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Educational Quality

4.27 The education now being provided to children living in the Occupied Territories does not meet
reasonable quality standards. The evidence on school quality is of two kinds. First, the resources being
supplied are inadequate in both quantity and quality, and second, the performance of Palestinian children
on standardized tests falls far below international norms and expectations.

4.28 As previously noted, the Civil Administration has attempted to maintain a systems of education
in the Occupied Territories that is as much like those of Egypt and Jordan as possible. It has been
successful in providing reasonable numbers of teachers, and through the use of many school buildings
for two shifts a day, it has kept average class size reasonable. However, the quality of the instructional
staff, though similar to what has been mandated in the past by Egypt and Jordan, leaves a great deal to
be desired. Both Egypt and Jordan have launched efforts to raise the minimum qualifications of primary
school teachers from a two-year post secondary certificate granted by a two year community college or
teacher training institute, to a bachelors degree from a four year college. The government of Jordan has
decreed that all teachers should have attained the higher qualification, by 1997. As of 1992, only about
a third of the primary school teaching staff met the new standard.>

4.29 Evidence on the outcomes of education has recently become available. The testing program
of the International Assessment of Educational Progress—a twenty country international comparative study
of student achievement in science and mathematics—was administered in June 1992 to children in the West
Bank by the Jordanian National Center for Educational Research and Development. The investigation
was financed by UNICEF and carried out under the supervision of the Educational Testing Service. The
average score for students in the West Bank was 52.2 on the science test. This compares with a score
of 57.6 in Jordan and 69.7 in Israel. The highest average score—77.5—was achieved by South Korea.
The West Bank placed twentieth in a field made up of twenty countries and the Occupied Territories:
Jordan placed eighteenth and Israel placed eighth. On the mathematics examination, the West Bank
achieved an average score of 33.6 compared with 40.4 for Jordan and €3.1 for Israel. The West Bank
ranked nineteenth among the twenty-one participants; Jordan placed seventeenth and Israel placed ninth.
Most alarmingly, Palestinian students performed especially poorly on test items that required them to use
several skills to deal with novel tasks—precisely the sort of capacity that the economy is expected to
require in the future.

4.30 Analyses of the comparative performance of students enrolled in government, UNRWA and
private schools reveal that the worst outcomes have been achieved by the UNRWA schools, even though
they are more generously supplied with teachers and teaching materials, The underlying explanation for
this finding has not been established, but the hypothesis that the social conditions accompanying
occupation plays a major role cannot be ruled out.

4.31 The quality of education is believed to have fallen sharply since 1987. The principal reason
for this presumed deterioration has been the dramatic reduction in the length of the school year, resulting
from the numerous curfews and strikes that have accompanied the Intifada. For expample, during the
1990/91 school year, children enrolled in UNRWA schools in the West Bank lost 40 percent of school
days due to official closures; by 1991-92, losses had declined to 17 percent of all scheduled school days.

= Aftaining » higher qualification does not necessarily guarantes a betier teacher, but it doea help 1o insure that teachers have mastered the
subject matter that they are expectad to teach.
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It should be noted that time-on-task (the amount of time actually spent in school on school work) has been
found to be the single most powerful determinant of student achievement. The Intifada has also been
associated with an increase in discipline problems, declining academic standards, and increased repeater

rates.

F. Sector Problems

Curriculum

4,32 The school curricula should be examined, at all levels of education and by all providers in
order to develop and implement a medium- and long-term framework for curriculum development. Some
initial discussions have already taken place between UNRWA and the Council for Higher Education.
Representatives of private schools should be included in the deliberations also. In the medium-, and even
long-term, a program for curriculum development should be established. Ideally, a unified curriculum
should be established for both the West Bank and Gaza in order to minimize the cost of developing and
producing teaching marerials. A unified curriculum would also facilitate the mobility of teaching staff
between the two areas of the Occupied Territories. As the process of developing curricula is costly in
time and resources, it may be advisable, in the medium-term, to purchase existing relevant curricula from
abroad and modify in order to reflect local concerns and interests.

Teacher Qualifications

4.33 The qualifications of educational personnel in almost all positions need to be upgraded. In
addition, the teaching staff needs to be reoriented to the expectations of the revised curriculum; the
introduction of more participative learning methods will require particular attention. Thus, reform of
both pre-service and in-service teacher education is urgently needed. Teachers in the government schools
appear to have the greatest need of upgrading their qualifications and extending their experiences, Some
efforts have already been made to run in-service teacher training courses in some of the teacher training
institutes and universities. A continuation and expansion of this training is necessary, especially in the
areas of cognitive theory and practice.

Facilities

4.34 School buildings are generally in a poor state of repair. Libraries, laboratories and recreational
facilities are generally inadequate, as are supplies of textbooks and teaching materials, Deficiencies in
libraries and laboratories are especially critical in the university system. A study of the inventory of
school facilities is need to form the basis for planning their rehabilitation and upgrading.

Bureaucratic Regulation and Restriction

4.35 The current official practice of limiting access to library materials and censoring textbooks
should be reviewed. In private institutions and some UNRWA centers, the present policy of not granting
permits to build, extend and update school premises should be relaxed. These practices have, in some
cases, forced voluntary agencies to return funds to donors because of lengthy delays in gaining permits
or outright refusals to grant them. Much more cooperation between the Civil Administration, private and
UNRWA education providers, and donors should be sought. If the major problems are to be resolved,
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easier access to one another’s institutions, facilities and expertise must be granted. Seminars and work-
shops, where the experiences of educationists may be shared, should be developed.

Vocational Education

436 Economic development will require a labor force skilled in acquiring new technologies in order
to meet changing conditions. In the short term, in order to make training courses more relevant to
economic needs, program and course design could be addressed by local committees composed of those
responsible for vocational and technical education, educational and subject area specialists, and local
business people. Areas of particular relevance include agriculture, food processing and manufacturing.

4.37 In the medium- and long-term, community colleges should be encouraged to upgrade their
faculties and recruit staff to provide more specialized, technically advanced education. Greater stress
should be place on the development of mid-level technicians to bridge the gap between craftsmen and
highly specialized engineers. Programs based on those available in polytechnics would appear to be more
appropriate to the future employment and economic needs of the Occupied Territories. Community
colleges could focus future attention on polytechnic type curricula. A detailed review of the curricula
provided by the community colleges might help to avoid duplication of educational programs. The
universities should be encouraged to review their policy of not admitting graduates of community
colleges.

Special Education

4,38 The frequent closing of schools since the beginning of the Intifada has led to a deterioration
in the quality of education and an escalation of behavioral problems. The needs of children who should
have been attending school during this period are poorly documented but clearly require urgent attention,
nonetheless. Widespread violence has also produced an alarming growth in the population that is
physically or mentally disabled. The needs of these sections of the community, while largely
unquantified, require urgent attention. In the short-term, more facilities and centers are required, staffed
by professional people. In the medium- and long-term, special training is required in these areas.
Counselors, literacy teachers, career counselors and vocational guidance experts are required as a
necessary part of a modern educational system.

Education Administration

4.39 Reference has already been made to the need to upgrade teachers’ qualifications at all levels
of education. There is also need to professionalize planners and administrators to enable them to carry
out the planning and management functions that have been neglected in the past. Training is needed in
administration, fiscal management and education planning. Personnel exchanges across institutions could
prove useful. In the medium- and long-term, professional qualifications in education administration
should be required of heads of schools, colleges and universities.

Higher Education Infrastructure

4.40 University libraries and laboratories are woefully inadequate. Because enrollments are small,
these institutions cannot justify investments in serious research libraries and laboratories. The mission
of each institution, and the resources required to enable it to fulfill its mission should be decided through
a systematic and formal mechanism for inter-institutional cooperation. A system of shared library (and
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perhaps laboratory) facilities should be explored. The use of electronic technology to provide access to
journals and scholarly books-should also be supported. The possibilities of developing specialized
universities and of encouraging cross registration to allow institutions to achieve economies of scale
should be investigated.

G. Recommendations

441 The quality of education offered to children in the Occupied Territories urgently needs to be
improved. As a first step, an education reform process should be launched in order to initiate debate on
the aims and objectives of the education program. This process should lead to the adoption of new course
contents that provide students with greater skills in the manipulation of ideas and the application of
concepts and disciplines to the solution of novel problems. In order to accelerate the reform process, the
possibility of borrowing curriculum and teaching materials from Arab countries should be explored. In
the longer term, the contents of education programs in the Gaza Strip and West Bank should be unified.
The quality of teaching should also be given attention. Teachers should be trained in the use of forms
of teaching/learning that provide students with greater opportunities to practice their newly acquired
skills. Both pre-service and in-service training programs for teachers should be established. Additional
training should be offered to policy analysts, planners, and administrators, as well. The education system
should seek to strengthen the participation of parents and communities in the running of schools in order
to strengthen both governance and accountability.

4.42 Efforts should also be made to strengthen post secondary education. The vocational education
systems should be redirected to enable it to development generic skills rather specific craft skills. It
should aim at make its graduates highly trainable and thus responsive to the opportunities that are likely
to become available in what promises to be a rapidly changing economic environment. Higher education
should focus its attention on providing very high quality training at community colleges and universities.
The community college system should direct its resources particularly to the development of well trained
mid-level technical workers such as medical technologists, electronic repairmen and accountants. The
university system should seek to consolidate its programs and to develop mechanisms for the sharing of
expensive laboratories, libraries and other specialized teaching resources. The possibility of creating a
cooperative agreement for the enrollment of students from other institutions at each university should be
explored. The development of new, specialized faculties should be a pursued only after careful evaluation
of the financial feasibility of providing a high quality program and the probable demand for instruction.

4.43 The total cost of the investments necessary to implement these recommendations is
approximately US$375-400 million. The highest priority should be attached to ensuring that the quality
of the basic education being provided is brought up to a high standard. The second highest priority
should be assigned to protecting investments in the university system by consolidating and rationalizing
programs and facilities.® Third priority should be given to the rehabilitation and modernization of
facilities that have fallen into disrepair in recent years. A modest program of improvements to the
vocational education system would form the fourth priority. In addition about US$3-4 million a year
should be spent on the routine replacement of worn out and obsolete facilities and equipment. The timing

'&ﬁnmi.ucri.li.lmﬁunhcunivluhyqlmhunnnhﬂnrpdmphfnmignmmlhmmnmmqluinmil
required Lo restore the financial viability of the universitics. This crisis must be resolved ultimately through the creation of Jocal funding
mechanisms. [o the meanwhile, the seclor requires assistance of about USS20 million & ¥ear in arder o continue Lo operals.
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for implementation of these priorities should reflect the constraints imposed by the Peace Process and the
scheduling of activities as well assector priorities.




V. SOCIAL WELFARE AND RELIEF PROGRAMS

A. Introduction

51 The partition of Palestine in 1948 led to the creation of extraordinary social and economic
problems. The international community’s first step in responding to these problems was to found
UNRWA in 1950 in order to provide assistance to dislocated families. UNRWA responded initially with
a variety of emergency relief measures aimed at meeting the basic human needs of the Palestinian
refugees. Since 1950, a number of international voluntary organizations have been created in order to
provide further humanitarian aid to the refugees.

5.2 This chapter attempts to describe the welfare programs that are now available to the Palestinians
living in the Gaza Strip and the West Bank, to identify the deficiencies in the resulting safety net and to
suggest measures that might be taken to strengthen and improve these provisions. The chapter is divided
into four sections. The next section describes the institutions and programs that protect and benefit the
residents of the Occupied Territories. The third section presents information on the funds being
committed to these programs and their current effects. The fourth section examines the weaknesses in
these programs and suggests areas in which modification should be made.

B. Institutions and Programs

53 The legal environment and programs that protect the welfare of workers and provide relief to
the needy draw upon elements of many separate and uncoordinated systems. The partition of Palestine
in 1948 led to the introduction of Egyptian and Jordanian bureaucracies and programs in the Occupied
Territories, The creation of UNRWA ensured that registered refugees were entitled to an alternative
collection of protections and benefits. In addition, a large number of international voluntary organizations
have been created since 1950 to provide humanitarian aid to refugees. The adoption by the Government
of Israel of an open borders policy following the 1967 war extended the benefits of many of Israel's
social welfare programs to Palestinians working in Israel. These developments have yielded a patchwork
of relief programs and social protections that ensure some, though not all, residents of the Occupied
Territories receive assistance in meeting their basic needs.

UNRWA

54 The core of the social welfare system serving the residents of the Occupied Territories is the
collection of programs operated by UNRWA. UNRWA was created to aid persons who lost their means
of livelihood as a result of the partition of Palestine in 1948 and who in addition could demonstrate that
they had resided in Palestine for at least two years prior to the partition. About 900,000 persons were
designated as refugees at that time. Refugee status is passed along the male line to successors; in 1992
about 3.5 million persons worldwide were registered as refugees. About two-thirds of registered refugees
live outside the Occupied Territories. Of the nearly 1 million living in the Occupied Territories, about
540,000 live in the Gaza Strip and about 400,000 live in the West Bank.




48 Chapter 5

5.5 In 1991, UNRWA had a budget of about US$255 million; of that amount US$98 million was
spent directly on programs in the-Gaza Strip and the West Bank. UNRWA spent US$12.6 million for
relief and social programs in the Occupied Territories in 1991. About 90 percent of the budget for relief
and social services programs is spent on providing direct assistance to needy refugees. Relief and social
service programs focus on "special hardship cases” to whom food, shelter, clothing and other survival
needs are offered. UNRWA reports having provided assistance to about 58,000 special hardship cases
in the Occupied Territories in 1991. About 17 percent of households are headed by women; a special
program for these women assists in coping with family problems and in developing job skills. UNRWA
also operates a modest loan program for special hardship cases. In addition, a number of governments
provide special contributions to support projects serving especially vulnerable groups such as widows,
the aged and the physically disabled. Many of the special contributions are in-kind rather than in cash.
In 1991, 305 staff, including welfare workers, instructors and distribution team members, were assigned
by UNRWA to administer programs of assistance to the Gaza Strip and the West Bank. These staff
members operated food distribution centers, women’s program centers, youth activities centers and com-
munity rehabilitation centers. The case load for UNRWA welfare workers is 257 clients each.

Government of Israel

5.6 Palestinians who work for employers located within Israel are required to participate in the
Government of Israel’s national social security scheme. This scheme is financed from contributions by
employees (5.35 percent of wages), and contributions by employers (7.35 percent of wages). For Israeli
workers these deductions finance old age and survivors insurance, maternity benefits, family allowances,
workman’s compensation insurance, insurance for accidents outside the work place, disability benefits,
income replacement during reserve military service, nursing home care, severance pay in the event of
the bankruptcy of the employer and unemployment compensation. In several instances, these programs
provide only nominal benefits; for example, the old age and survivor’s insurance program pays only
about US$90 a month to beneficiaries. Palestinian workers are not entitled to any of these benefits other
than maternity pay, workman's compensation and severance pay in the event of bankruptcy of the
employer.

3.7 Since 1970, all Israeli employers have been required to pay employment taxes, regardless of
the nationality of the worker. The taxes for Palestinian workers are assessed and collected by the Pay-
ments Section of the Employment Department of the Israeli Ministry of Labor. All Palestinian workers
employed in Israel are supposed to be registered with the Employment Department and assigned by it to
an employer, Wages are paid to the Employment Department, which assesses and collects relevant taxes
and issues a check to the worker for his net pay. All taxes applicable to Israeli workers were imposed
on foreign (Palestinian) workers so that the latter would not cost employers less than Israeli workers and,
thus, have a competitive advantage in the labor market. The amount of social security taxes collected
for programs that are not provided to Palestinian workers are transferred by the Government of Israel to
the Civil Administration. These transfers are deposited to an "equalization fund" (also called the
"deduction fund") and are used to finance programs benefiting the residents of the Occupied Territories.
The taxes that are deposited to the fund represent 11.8 percent of wages paid. The Government of Israel
estimated the contribution to the fund to be about US$25 million in 1991. This corresponds to earnings
of about US$195 million; at the minimum wage, these earnings would have been obtained by about
36,000 Palestinians working full time.

5.8 The amounts actually transferred have been much smaller than reports of employment and
estimates of wage-rates suggest should have been deposited. The discrepancy is due to widespread
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employment of unregistered Palestinian workers. Israeli sources estimate that only about 30 percent of
Palestinians working in Israel in 1987-1990 were properly registered with the Israeli Employment Service.

Social Benefits under Israeli Labor Agreements

59 Collective bargaining agreements represent the principal source of social security benefits in
Israel. Histadrut, the umbrella labor organization, represents about 95 percent of all workers employed
in Israel and concludes labor agreements with all major industry groups. The union sets the minimum
wage and agrees with industry representatives on the benefits to be provided to workers and the contri-
butions to be made by workers and employers in order to finance these benefits. These schemes pay for
supplementary old age pensions, unemployment compensation, health insurance and other agreed benefits.
The worker's contribution varies from 5.5 to 6.0 percent of wages. The employer agrees to rates
depending on the branch of activity, but ranging from 12.5 percent (industry and services) to 37.33
percent (private construction). The contributions are collected from employers on behalf of Palestinian
workers by the Israeli Employment Service, which serves as the payroll section for all Palestinians
working legally in Israel. The benefits under the collective agreement are supposed to be available to
all workers, but residency in Israel is required to benefit from some of the programs. The extent to
which Israeli employers have been willing to hire Palestinian workers illegally is clearly in part due to
the high employment taxes charged for those registered with the Employment Service.

Civil Administration

5.10 Palestinian staff of the Civil Administration and of Palestinian municipal authorities participate
in a special social insurance scheme. This scheme provides old age pensions, paid vacation, sick leave,
maternity leave, workman's compensation, survivors benefits and disability insurance. Civil servants are
also required to participate in the government health insurance scheme. The Social Welfare Department
of the Civil Administration provides cash benefits, food, health care and social services to the needy.
Five offices serve the Gaza Strip and six provide assistance in the West Bank. Each office is headed by
an Arab manager. At mid-year 1993, about 36,800 members of 9,300 families were benefiting from
some form of social assistance provided by the Civil Administration. About 13 percent were receiving
a comprehensive package of aid that includes food, medical insurance, exemption from school fees and
a cash stipend. The vast majority were receiving a smaller package of aid that excluded education
benefits. About 17 percent were being given only food. The remaining 9 percent were receiving either
a cash allowance or free health insurance. In addition to its program of aid to dependent families, the
Social Welfare Department offers counselling and vocational training to delinquent youth, provides
rehabilitation services to the handicapped and supports youth clubs for children from “distressed”
families. Finally, the Department oversees the activities of about 200 private, charitable organizations
in the West Bank; this practice follows that established by the Government of Jordan.

Labor Law in the Gaza Strip

3.11 Residents of the Gaza Strip are employed under the provisions of the Egyptian labor law.
These laws regulate the conditions of employment, including the minimum age for workers and the
maximum hours of work; however, they do not provide for compensation in the event of work-related
injuries or accidents nor provide for pension benefits, health insurance coverage, maternity benefits or
severance pay.
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Labor Law in the West Bank

5.12 The Jordanian labor law applies to workers in the West Bank. It regulates the employment of
women and children and prescribes the maximum hours of work per day and week. It requires that
employers provide annual leave, severance pay and compensation for job-related injuries. The Jordanian
law does not provide for pension rights, old age insurance, survivor benefits, compensation for work-
related disabilities, health insurance or family benefits.

Private Transfers

5.13 The most important sources of financial security and social protection for residents of the
Occupied Territories have been individual savings and private transfers. Palestinians have, for many
years, successfully found employment abroad and have saved a very large fraction of their earnings.
Reliable information on the management and use of worker remittances is not available, but anecdotal
information suggests that many households are able to retire very early and to live from the income
obtained from these savings. The collapse of employment opportunities in the Gulf in 1991, and the
losses of savings that occurred with the freezing of accounts held in Gulf banks in 1991, may have
seriously impacted this approach to achieving income security.

C. Deficiencies in the Social Insurance System

5.14 The provisions for the social security of the residents of the Occupied Territories are patchy,
inequitable and inadequate. The Palestinians living in the Gaza Strip and the West Bank participate in
programs reflecting their refugee and employment status. About half of the total population of the
Occupied Territories qualifies for assistance from UNRWA. Its programs of relief and social services
are targeted on "special hardship cases” in which the head of household is female; approximately 8
percent of the refugee population benefits from the programs so targeted. However, UNRWA
supplements these benefits with a quite extensive program of health benefits and with shelter services in
the camps. Nearly half (about 49 percent) of the population of the Occupied Territories is entitled to such
assistance; many of these families also qualify for benefits from other sources and do mot employ the
services of UNRWA.

D. Recommendations

5.15 The resources needed to operate a comprehensive social welfare program certainly will not be
available to the Occupied Territories within the interim period. Nonetheless, good governance demands
the replacement of the current patchwork of benefits provided to the very needy by UNRWA and the
Civil Administration with a more equitable, unified system of protections. The benefits of these programs
should be targeted on the most vulnerable—the elderly without families and female-headed households,
particularly those without significant assets. In addition, the system of in-kind transfers and subsidies
should be analyzed and rationalized. Access to free or highly subsidized services (including health care,
subsidized housing services and assistance in the education of children), now available only to registered
refugees, should be extended to others on the basis of relevant criteria, rather than refugee status. At
present large numbers of people maintain their refugee status simply in order to remain qualified for these
programs in the event of a personal economic crisis. A social survey is needed in order to assess the
effectiveness of the social insurance system in alleviating poverty.
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5.16 Over the longer term, a basic program of social protection that has broad political endorsement
needs to be developed. The list should provide for the handicapped, elderly, orphaned and widowed but
not seek to replace reliance on private transfers and personal savings. The public sector should facilitate
a benefits program that is self-financing from employee and employer contributions but should, in the
near term, avoid the development of programs that draw heavily on general revenues for their financing,

5.17 The public sector should also encourage the development of private institutions that supply
financial services, including health and life insurance companies and pension schemes. A very small
insurance industry already exists in the West Bank. With the creation of an appropriate regulatory and
legal environment, that industry could contribute significantly to meeting the community’s need for
economic security.,




V1. TECHNICAL ASSISTANCE AND INVESTMENT NEEDS

A. Conclusions

6.1 The central finding of this report has been that the programs that now serve the people of the
Occupied Territories are inadequate, but that their deficiencies are rooted primarily in poor governance
and defective policy rather than a scarcity of resources alone. Because of the exceptional history of the
area, the institutions that supply health care, education and social welfare services have been accountable
not to the community but rather to segments of the population. These institutions have obtained funds
from conventional domestic sources, including general revenues, special taxes and user charges, but they
have also relied extensively on foreign grants and private donations. This pattern of funding has led to
uncoordinated efforts; overspending on capital equipment in some sectors and underspending in others.
Moreover, the implicit subsidies provided with these grants and donations have been allocated in such
a way that many needy people have been denied services, or at least services of reasonable quality.

6.2 An acceleration of social development in the Gaza Strip and the West Bank will require the
creation of institutions that are more accountable to their clients, governed and operated under transparent
rules, and equitable in their treatment of all residents of the area. These changes will have to be erected
around institutions that provide for participation by the affected public and that are seriously accountable,
either through the market or through a political mechanism. In view of the political complexity of the
area, many political mechanisms are not likely to be workable; hence, markets and competition should
be given greater attention than is customary. This implies that the usefulness of such devices as education
vouchers and "portable” health insurance benefits, together with the broad regulation of the market envi-
ronment, should be the major focii of public policy debate.

B. Capital Investments

6.3 Investments of between US$475 to US$550 million will be required to respond fully over the
next ten years to the needs that have been identified in this report and to needs to replace worn out and
obsolete facilities and equipment. This estimate is very rough because the underlying analyses have been
based on insufficient data. A thorough investigation of the health, education and social welfare sectors
should be undertaken before investment decisions are made. Such a study should be carried out by a
team of local and international experts and should allow sufficient time to thoroughly examine the facts
and institutions in these sectors.
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6.4 The following table offers very rough estimates of the technical assistance and investment

requirements of the program.

Table 6.1: Summary of Financial Needs

Provide Training and Travel Fellowships for Education Planners and
el )
Prepare Program for Upgrading Pre-Service and In-Service Teacher
Training

Investment Proje

|l Category Short Medium Long
Term Term Term |
Studies and Technical Assistance (USS M)
Studies of Strategic Choices for Social and Human Resource 1.0
" Development
Feasibility Studies for Rehabilitation and Expansion of Schools 1.0 1.5 "
Feasibility Studies for Rehabilitation and Expansion of Health Facilities 0.5 1.0
" Studies for the Modemization of YVocational Education 1.0
Socioeconomic Surveys 1.0 25 It
Feasibility Studies for Construction of Facilities for the Care of Bumn 0.5
Victims and Cancer Patients, and of a Public Health Laboratory
0.5

Provide In-Service Training to Teachers
Rehabilitate Primary and Secondary Schools
Renovate and Upgrade Health Facilitics

" Construct and Equip Facilities for Care of Bumns Victims and Cancer
Patients, and Public Health Laboratory

Upgrade School Librarics and Laboratories

" Upgrade Pre-Service Teacher Training

Modernize and Expand Voeational Education

Create Programs of Post-Graduate and Public Health Education
Develop Networks and Strengthen Universitics

|| Mount Emergency Program for Supplementing the Education of

Post-Intifada Students

" Replace Depreciated and Obsolete Education Infrastructure
Replace Depreciated and Obsolete Health Infrastructure

Develop and Produce & Basic Education Curriculum

Increase Capacity of the Education System

Increase Capacity of the Health Care System

— —— — —
Toral
—

15.0
50.0
30.0
10.0
15.0
25.0
15.0
10.0
20.0 15.0
10.0 ||
30.0 35.0
20.0 30.0
40.0
80.0
50.0 |
250.0 250.0
= |
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