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Main reports

The Government of Israel
announced on 28 July that
16,000 additional labour
permits will be issued to
Palestinian workers in the
Israeli construction and
hotel sectors

The Palestinian tech-
driven crowdsourced
delivery startup, WeDeliver,
announced on 28 July that
it has raised $2.4 million in
a pre-seed round as it aims
to expand regionally in the
upcoming months

Al-Quds index reached
539.9 points on the last day
of trading in July 2021, an
increase of 1.3% from the
previous month and a 14.6%
increase compared to the
corresponding month in
2020
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Public Finances in the First Half of 2021

The recovery of the economy in 2021, especially since Q2, has stimulated labour
supply, daily economic activities, trade, and domestic output. This resulted in a
29.4% increase in net public revenues in the first half of 2021 compared to the
corresponding period in 2020. However, given the lingering socio-economic
consequences of the pandemic, public spending increased at a slower rate
(17.2%). Total budget deficit (before aid and grants) dropped by 19.4% to ILS 1,547m.
Palestinian Finance Minister, Shukri Bishara, warned of a bleak future as Israel
continues to deduct tax revenues from the Palestinian National Authority (PNA).
At the same time, donor payments severely declined by 87.7%, further increasing
public debt and financial difficulties.” This might explain the government's
reluctance to increase spending at the same rate as revenues, even when there
is an immense need to ease the socio-economic effects of the pandemic, amidst
a steady build-up of arrears to private sector suppliers and civil servants and with
public borrowing from the banking sector having reached its limits.

Bishara added that under the prevailing economic conditions and the PNA's
degree of sovereignty and control, the government would not be able to generate
more revenues. He called on the international community to assist the PNA
in settling long-standing financial leakage issues with Israel, as they would
generate approximately $500 million in additional annual revenues.” These include
commission fees for collecting Palestinian clearance funds®, withheld clearance
revenue, fees for departing travellers, taxes and fees on fuel purchases, fees
deducted for water, electricity, and health services, and other deductions.* Such
revenues would be sufficient to reduce both the budget deficit and the need for
international aid to finance current expenditures. Indeed, a UN study has estimated
the total leakage at over $1 billion annually.® Bishara also called for changing the
paper-based clearing mechanism for the value-added tax with Israel, which he
considered “ineffective and entails a high risk of fraud” that leads to significant
losses for the PNA estimated at $120 million annually.

Table 1: Palestinian Public Budget, H1 of 2020 and 2021

ltem H12020 ($m) | H12021 ($m) % Change
1. Net public revenues 5,246.6 6,789.0 29.4%
A. Domestic revenues 1,974.9 2,396.6 21.4%
B. Clearance revenues 3,472.5 4,709.9 35.6%
C. Tax refunds (-) 200.7 3175 58.2%
2. Public expenditure and net lending 6,840.9 8,019.8 17.2%
A. Salaries and wages 3,316.8 3,815.8 15.0%
B. Social transfers 330.6 364.6 10.3%
C. Other current expenditures 2,691.7 32138 19.4%
D. Net lending 501.8 625.6 24.7%
3. Current account deficit before financing 1,594.2 1,230.8 -22.8%
A. Development expenditure 324.8 316.2 -2.7%
4. Total deficit before aid and grants 1,919 1,547.0 -19.4%
A. Budget support 790.8 97.6 -81.7%

Source: Palestine Ministry of Finance®
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http://www.pmof.ps/pmof/documents/accounts/monthly/2021/June.2021.En.pdf

The clearance revenues are a key source of public finance, as they comprise about two thirds of the PNA's total




Public Debt

Total public debtincurred bythe PNA hitan unprecedented
high in the first half of 2021, reaching $3.74 billion,
of which $2.41 billion is domestic (mostly from local
banks) and $1.33 billion is external.” This figure excludes
accumulated government arrears. Together, government
arrears and public debt amount to $8.6 billion, more than
61% of the GDP value in 2020.® PNA debt and consumer
loans by PNA employees are increasingly exposing local
banks to significant risks that threaten to undermine the
stability of the financial sector.

Clearance Revenues

On 11 July, the Israeli security cabinet voted to withhold
nearly ILS 600 million from the PNA to offset the stipend
the PNA paid last year for the families of martyrs, political
prisoners, and the wounded.® This is despite the PNA's
decision to restore ties with Government of Israel (Gol)
and accept clearance revenue transfers (as opposed to
the clearance revenue standoff in the first half of 2020).
The Gol has withheld an accumulated amount of ILS 851
million from the PNA's clearance revenues since 2019 for
such stipends and starting in August 2021 it will withhold
an additional ILS 51 million per month.” Furthermore,
the Gol also deducted an average of ILS 106 million a
month to settle the PNA's outstanding debts to Israeli
electricity, water, and health service companies.' Given
past positions on the matter, itis likely that this will remain
a thorny point of contention between the two sides even
amidst a less polarised political climate.

Foreign Aid

It was only in June that the PNA general budget received
its first donor support this year, $30 million from the
World Bank Group, intended for supporting reforms in
governance, social sectors and the digital economy.”
With regard to the development budget, the PNA received
approximately $76 million in donor support in the first half
of 2021 for a number of projects. Combined, the PNA has
only received about 7% of the expected amount of donor
budget support, which was projected in the 2021 Budget
to reach $446 million."

Although US President Joe Biden's administration
announced in April that it will be providing $235 million in
aid to Palestine, directly contrasting ex-President Donald
Trump’s position on the matter, it is not expected that this
might entail budget support from the United States, which
is prohibited under tightened Congressional oversight
of such aid." The Minister of Finance warned that the
remarkable decline in donor aid so far is adding to the
financial difficulties the government is facing.”

Palestinian Workers in Israel

On 28 July, the Gol announced that 16,000 additional
labour permits will be issued to Palestinian workers in the
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Israeli construction and hotel sectors.® This measure is
expected to expand the Palestinian labour force working
with permits in Israel to 120,700, including those working
in Israeli settlements in the West Bank.” The new Israeli
Regional Cooperation Minister called the measure the first
of a set of economic initiatives to “shore up the economic
fortitude of the Palestinian Authority” and encourage
civilian cooperation between Israel and Palestine.™

The increase in work permits coincides with a willingness
bythe PNAtoimprove bilateral economic cooperation with
Israel, as well astrilateral cooperation between both sides
and the United States.” Some of the “confidence building
measures” to improve cooperation reportedly include the
re-opening of closed East Jerusalem institutions, building
permits for construction in areas requiring Israel’s
approval, as well as expanded employment opportunities
for Palestinians in Israel.?

The Impact of the Covid-19 Pandemic

Due to the Covid-19 pandemic, Palestinian employment
in Israel declined by 6.2% in 2020, and total worker
compensation decreased by 17.4% ($512.9m) from $2.95bn to
$2.43bn.” These interruptions in employment opportunities
created major losses for the Palestinian economy; the
decline in in the compensation of workers in Israel and the
settlements between 2019 and 2020 was estimated at 20.5%
of the total losses to the economy in 2020.7

The Covid-19 pandemic highlighted the limitation of
workers' rights as new labour policies were implemented
tolimitthe spread of the virus. It was reported that workers
who stayed in Israel to continue working during the
Covid-19 lockdowns slept in unhygienic accommodation
such as greenhouses or on factory floors, sometimes
without access to sanitation facilities or food and drink.”
There were also incidents of workers suspected of having
Covid-19 being left at checkpoints without receiving
medical care.”

Compromised labour rights

Palestinian workers’ rights in Israel’s labour market are
often threatened by movement restrictions, a lack of
formal employment contracts, and low general awareness
of labour laws.?® Workers who do not meet the criteria for
permits can only work for Israeli employers ‘illegally’.
These workers are not protected by any legal framewaork
and are thus extremely vulnerable to wide ranging
exploitation and abuse, with no access to social benefits
or fair legal process.” According to the Palestinian
Central Bureau of Statistics (PCBS) estimates, 41,500
Palestinians worked in Israel and its illegal settlements
in the West Bank without a permit, amounting to 28.4% of
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those employed in the Israeli job market.”® These workers
cannot cross through the checkpoints and have to take
clandestine and dangerous routes to access work. They
also receive lower wages. Gross daily wages for permit
holders are on average $81.40 to $94.72 and for non-permit
holders $44.40 to $59.20.%

Furthermore, employment permit brokering, the process
by which Palestinian workers obtain work permits from
brokers in Israel for a fee, plagues the employment process
and weakens the negotiation power of workers.® A 2019
study conducted by the PCBS and the International Labour
Organisation (ILO) found that 45% of Palestinians employed
in Israel and the settlements had to pay a broker for a
permit.3' The average fee for work permits obtained through
a broker is 2,370 NIS per month, yielding an estimated
427 million NIS ($119 million) in broker profits in 2019.% In
addition to incurring these fees, such workers on average
receive lower social protection coverage, including paid
annual leave and paid sick leave, than workers who receive
permits directly from their employer. Even though some
steps have been taken in 2019 and 2020 to reduce the trade
in permits, it is not clear that they will be adequate to break
the exploitative permit brokerage system.®

Dependency on the Israeli labour market

Palestinianlabour flows to Israel and the remittances from
these workers play a significant role in the Palestinian
economy and Israeli-Palestinian relations. By 2020,
Israel and the settlements employed 17.1% of the West
Bank's labour force (around 125,000 workers) and almost
no workers from the Gaza Strip, as they have not been
allowed to participate in the Israeli labour market since
2006.* The total annual compensation of Palestinian
workers in Israel reached $2.95 billion in 2019, which is
equivalentto 17.2% of GDP in the same year.*®

The continued flow of Palestinian workers to Israel
reflects the lack of jobs and low pay in Palestine, with
persistently high unemployment and weak economic
activity a continued outcome of Israel’s prolonged military
occupation and economic policies. The average daily
wage in Israel and the settlements (257 NIS) is more than
double that in the West Bank (121 NIS).*® In 2020, total
unemployment reached 26% in Palestine; 46.6% in Gaza
and 15.7% in the West Bank.*’ Lower unemployment rates
in the West Bank rarely reflect a healthier labour market,
but rather the ebb and flow of absorption of Palestinian
labour in the Israeli job market, which makes them and
the Palestinian economy as a whole vulnerable to Israeli
decrees and policies. Any decision by Israel to halt
employment of Palestinians could see tens of thousands
of workers arbitrarily losing their main source of income
and the ability to feed their families. While such closures
or the degree of border surveillance are usually justified
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by Israel on grounds of security, the Covid-19 pandemic
led to an almost total stop for the bulk of this vital lifeline
for thousands of the poorest and most marginalised
Palestinian households.

WeDeliver Regional Expansion

On 28 July, the Palestinian tech-driven crowdsourced
delivery startup WeDeliver, announced that it has raised
$2.4 million in a pre-seed round as it aims to expand
regionally in the upcoming months.® This was the third-
largest pre-seed round for a start-up in the Middle East
and North Africa (MENA) region and the largest ever for a
Saudi-based start-up.

Foundedin2019, WeDeliveris atech-driven crowdsourced
delivery service for businesses. The company was
first established in Palestine where it served over 270
businesses and then launched operations in Saudi Arabia
in 2020. WeDeliver became one of the fastest growing
startups in the country, achieving double-digit growth
rates every month since its establishment and securing a
multi-million-dollar valuation. The success of WeDeliver
offers a successful example for young Palestinian
entrepreneurs seeking to establish their own tech start-
ups.

WeDeliver utilises artificial intelligence, machine
learning, and a mobile app to connect businesses seeking
to deliver parcels with crowdsourced freelance drivers
that have extra space and are heading in the targeted
direction.”” It provides a faster, more cost-efficient
solution for businesses in need of reliable and efficient
delivery solutions, especially start-ups.*

Inthe context of the pandemic-induced delivery boom, the
start-up was oversubscribed for its pre-seed round and is
aiming to partner with strategic investors who can add
value beyond capital and support with expansion plans.*
Ahmad Ramahi, Palestinian computer engineer and Co-
founder and CEO of WeDeliver, attributed the company’s
success to its ability to “meet the region’s need for quick
deliveries which surged during the pandemic”.”

July Trading

In July 2021, Al-Quds index reached 539.9 points on
the last day of trading, an increase of 1.3% from the
previous month and a 14.6% increase compared to the
corresponding month in 2020.* During July, investors
traded a total of 28.5m shares with a total value of $54.6m,
marking a 114.1% and a 195.3% increase in the volume and
value of traded shares compared to the previous month.
The industrial sector witnessed the highest increase
(6.9% to 102.3 points), followed by the insurance sector
(4.7% to 105.1 points).
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Palestine Economic Dashbhoard

Growth Trade
GDP (in million USD) and GDP Per Capita (in USD) in Exports, Imports and Trade Deficit in Palestine (‘000 USD),
Palestine, Q12016 — Q1 2021 Q12016 — Q2 2021
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GDP (Q71 2021): $3,607.5m GDP per capita (Q1 2021): $737.9 Imports (Q2 2021): $1,494m Exports (02 2021): $342.7m
Source: PCBS Trade deficit (Q2 2021): $1,151.3m  Source: PCBS
Unemployment Business Cycle Index
Unemployment and Youth Unemployment in Palestine, Palestine Monetary Authority Business Cycle Index,
Q12016 — Q2 2021 January 2016 — July 2021
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Palestine (July 2021): 101.97 West Bank (July 2021): 102.03 Total Credit (Q2 2021): $10,350.7m Total Deposits (02 2021): $15,726.5m
Gaza (July 2021): 100.31 Source: PCBS Source: PMA
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