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0. Summary

The study has been funded by the Republic of Italpugh the Ministry of Foreign Affairs, Italian
Development Cooperation Office. The objective isagsess the technical, environmental, economic and
financial viability of establishing an industriah@logistic park in Jenin.

0.1. The context of the initiative

Euro-Mediterranean relations. Relations between the European Union and the Meditean countries
involve both bilateral and regional cooperationdemwhat is called the Euro-Mediterranean partrgrsh
The objective of this partnership is to create enmomn area of stability and shared development én th
Mediterranean region, with the goal of developiagfree trade zone which will eliminate customsftsri
promote free market access, establish trade fasilind regulatory policies between the EU angdatsners
and between Mediterranean partners. Significangress on trade has been made since the launcte of th
Barcelona Process and in fact all the associatiagieements deal with the commercial liberalizatbn
manufactured products, with free access to exgortthhe EU and the gradual elimination of tariffs fo
imports from the EU during a temporary period.

The Middle-Eastern Area. Focusing on the Middle East, specifically Israd)estine and Jordan, if at the
moment the trade relations cover only a small sldiractual capacity, they are gradually increasing,
irrespective of the political and institutional usition. Development scenarios in the region predict
acceleration of economic growth, supported bothabignificant increase in international funding,
particularly in Palestine, and by an increase ofifm investments in the entire Middle -EasterneaddrwWe
must take into account that development will beomemtial when the Iragi reconstruction proceeda in
systematic way, and not at a crawl, as is happemmg This will have important consequences:

on the economic situation of this country;

on the development of international investments tie area, with international business

delocalization;

on economic and trade development in the entiradMi&astern and Mediterranean Area.

The field of logistics and cargo handling plays entcal role in promoting the development of these
Mediterranean countries. However the developmena glermanent, efficient and multimodal transport
system in the region, capable of establishingrespart network in the area, is not sufficient.

The role of logistics.Here it's necessary, more than elsewhere:

to strengthen and modernize the institutional fraor& and the regulations of transport, promoting
coordination among the various administrations ahecountry, in order to ensure consistency
among the different national policies,

to adapt the existing network to the expected dnoimt traffic, also establishing the necessary
financial framewaorks, which are necessary for rtheslization,

to ensure an organized, structured, inter-conndca@dport network,

to establish a safety action plan, along eachdanyi

to simplify the process of border crossing, harmimg and simplifying customs practices,

to provide for transport planning, inter-operapijlicoordination, multi-modal platforms, logistics
and information technology.



All these must to be adapted to the specific neétlse different partners in a very complex area.

EuroMidBridge / EuroMidNetwork . With the aim of finding a solution to these issuée initiative
EUROMID (dle East) BRIDGE (now EUROMIDNET) was sgt, in the name of economic development, to
overcome difficulties and tensions in the areatancteate a larger regional market in the MiddlstEas is
hoped for an international level (“Corridor for Beaand Prosperity”). Its aim is:

to create a direct link between northern and sontkerope, on the one hand, and the Mediterranean

and the Middle East on the other hand, promotinmeareased volume of trade;

to set up industrial and logistics initiatives.

The initiative directly involves lItalian, Europeamd Middle Eastern port and freight village operst
shipping companies and transport companies, theeeloistic system and commercial and industrial
enterprises. Therefore, it will be based on a systé mutual convenience and interest, which plabes
different participants on the same level. In thsylEUROMIDNET will be a logistical corridor whicln
the manner of a unique integrated system, contteaispe and the Middle Eastern Area, uses theimgist
infrastructure in Europe, as well as the ltaliamtgoenters the Middle Eastern region through tbe Bf
Haifa, promotes the industrial area and the lagigtatform of Jenin in Palestine to support theonmmy
and transportation, crosses the Jordanian booddxe north, attracting investment as well, andesses
the widest regional market by offering an efficiand fast alternative to freight transport.

0.2. Objectives of the project

The strategic location of Jenin The position of Jenin is logistically strateg&itis in the northern part of
the West Bank, about 40 km from Haifa Port, 30 kamf Sheikh Hussein border in Jordan and 40 km. from
Syria. It is also located about 4 km. south ofdherial road connecting Haifa to Jordan. The Govete of
Jenin is an important territory of 583 square krthwabout 256,000 inhabitants, 11% of the totakB@hian
population, with 42% in urban areas, 54% in ruradl 4% living in refugee camps. It is one of the tos
important economic areas in the country: agriceltwattle-breeding, chemical, stone and marblealnet
furniture and wood industries. It is also one af tithest and most fertile agricultural areas ef biddle
East (vegetables, olive, fruit and almonds trees lasthouse cultivation), which can develop a flshimng
industries in agriculture and food production. Treeghbouring Regional Council of Jilboa (Israelfahe
Jenin Governorate have good relations and are thuingerested in supporting a project for an intias
and logistic area as a cornerstone for a peacefghbhourhood and economic progress.

The deterioration of the Palestinian economy.Everyone agrees that peace is not possible without
development and vice versa, and numerous studieg e disastrous state of the Palestinian ecoramly
the poverty in which the majority of the populatiives. The years of isolation and economic crsige
2000 have laid waste an entrepreneurial networkl@fady weak SMEs and micro-companies inducing
many businessmen and the most highly qualified ersriko emigrate and shattering hopes of a betterefu
for those left behind with the effect of weakenitite entire social network. Poverty is increasing
dramatically and the lack of jobs deprives a gremhber of families of essential means for theieliivood,
exacerbating the already unstable political sitrain the area. Violence becomes habitual and dasnag
further the already weak Palestinian economy in andless cycle of cause and effect.
Consumer prices are pushed up, by a precipitoesimigood, beverage, housing and transportatiotscos
These increase reflects rising prices in Israelytich the Palestinian economy is still stronghkid, but it

is also the result of the Israel border closingmeg which keeps prices high. Regarding foreigddrahe
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latest data 2006 shows that imports amounted @b62a8llion U.S. dollars(up 6% from 2005), compated
exports of 339 million U.S. dollars.

Risks. The lack of future prospects creates great inenince and a dangerous level of frustration. i th
situation, young people are, in fact, the most srdble group because they are unable to enterothe |
market and are pushed into poverty with the sub=sqdeterioration of the general economic situasind

with the effect of fomenting discontent and of easing the appeal of subversive groups. The current
unemployment rate in the region amounts about 25%enin alone, there are about 5600 graduates who
don’t work and 13,400 students who are studyindgjfiierent universities in the West Bank. They wdimid

work and they don’t hope to. In this way, therarisincrease in restless unemployment and emigration

The limits of humanitarian assistance If one considers the international experienc¢g ciear that poverty
reduction and concrete development cannot be amthieenly through emergency assistance and
humanitarian aid as if these were the only sahgi@nd which lead people to believe it's alwg@ssible

to live with foreign assistance. Humanitarian asdthie greatest source of support in Palestine,itisut
necessary to take a new and innovative approadedoon the development of local resources, on the
private sector, and especially on the ability tgleit the enormous potential of the Palestinian thiou
Otherwise, the injection of foreign financial resmes risks creating distortions and negative effectless
the process of economic development is integratedthe institutional, social and cultural enviraemty in
other words a development with strong foundatidie reconstruction of a strong network can onlyuocc
within the context of a concrete and shared imgatin model of measurement which produces taegibl
even if modest, results. Otherwise, there will lbecredibility. These initiatives are very importad they
not only resolve particular problems, but also o8access stories which can be proposed to othest We
Bank organizations and in the long run also to Gaza

The Strategic Plan for Jenin developmentThe initiative in Jenin is intended to create @del of balanced
and long-term permanent development, promotinggtieevth of economic and industrial activities in the
Governorate of Jenin, quickly and with a rapid ictpan income and on the social status of the pdipala
A specific objective will be the creation of a lsgc and industrial complex. With the systematic
involvement of local communities and the use ofexg potential, it will be possible to create tinest
appropriate and favourable local background forebenomic development area. These are the godle of
Oslo Accords of 1993 which have been reaffirmethiarnational agreements both in bilateral meetangs

in the Quartet statement of May 2008. These arethks goals of the "Palestinian Reform and Develapm
Plan" presented by the Palestinian government.eaffirm the potential of Jenin, the creation of &ran
industrial area of equal size is planned by Ismaelthe border, in the Regional Council of Jiboathle future

it would be possible to create a large integraisttict. The conditions for this development existlowing
the signing of an agreement by Israeli and Palastigovernors, which represents not only an immbrta
economic achievement, but also progress on théqabland diplomatic plan.

Actors. The target groups are the direct and active plagktse proposed action: Palestinian Government,
Palestinian Industrial Estate and Free Zone AuthofiPlEFZA), local institutions and administrative
structures in Jenin; economic representatives rlegsimen, tradesmen and craftsmen's associations),
Chamber of Commerce, Banks and social represessatimnions, schools, associations); newspaper and
television opinion makers since they become a mehrspreading the word and are persuasive; young
people to train in the management of developmeojegts in consideration of the large number of
unemployed in this age group. The final benefiemmwf the development project as a whole, to wtheh
action contributes, will be the newly employed deowho find work in the activities set up in Jenin,
especially in the logistic / industrial area. Jakation not only generates steady family incomestlie
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Palestinians, but also makes self-sufficiency fesand gives people pride in their work withougith
having to depend on charitable support. This cbuateés to strengthening the social network and
demonstrates the need to share a peaceful exist€heefinal beneficiaries are also local and fameig
businesses, which will find in Jenin an efficiemd welcoming environment with the advantage ol eas
connection to the most important markets.

0.3. The project structure and the main results of the aalysis

The project’s relevance The aim of the project is the building of a salftainable industrial park,
involving an integrated cluster of firms and a &gi port in Jenin. This initiative represents fingt pillar of
the larger project EuroMid Network It will be of msiderable significance to the involved area, amdli be
an important opportunity to:
develop and support the local economy and the wemlatry, providing an immediate opportunity
for creating and expanding firms, operating in tifesd different sectors of economic development;
facilitate the manufacture, distribution and expoftagricultural and industrial products derived
within the West Bank;

facilitate the importation of products required tmnmsumption by the Palestinian community inside
the West Bank;

generate employment, in a short time, for botHexkiand unskilled workers;

establish relations between the Palestinian arakliseconomies and take advantage of the close
proximity of major Israeli industrial and consunmearkets and the Israeli port of Haifa;

improve security through efficient scanning teclueis|to allow movement;
open the Palestinian economic enclave;

encourage Palestinian economic diversification ughonew trade agreements, new infrastructure,
and the adoption of productivity enhancing techgas;

provide a formal and predictable environment far ficilitation of joint venture operations between
Israeli and Palestinian firms and, indeed, fordigns;

encourage industrial development projects indepanfi® both energy and water supplies, using
technologies with low environmental impact.

The plan. The project of the Jenin Industrial and Logisticea (JILA) covers an area of about 90 ha
destined for industrial use and consists of thiefahg subprojects:

industrial park (66.34%) of the area);

land port (27,59%);

security checkpoint (2,30%);

power plant from alternative sources of energy4%y
water management facility (0,62%);

administrative area development (1,21%).

Main Features.

The energy plants will use both solar energy andeouar restructuring of industrial and urban
wastes. These technologies will be able to ensifssfficiency.

The water management facilities will capture raitewdrom roofs and from the ground and recycle
industrial water to guarantee an 80% level of aomon
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The security checkpoints will adopt top level tealogy.

The logistic area will be the land port for the tdasea port allowing a substantial reduction in the
time necessary to check containers coming fromQbeupied Territories and requiring a back and
forth control.

Transportation. The logistic activities will be modulated confongito a sophisticated study which will
account for the probability of encountering Israddeckpoints along the routes and the charactyisfithe
trade firms. This research is of particular impoce, because the mobility of goods between the Bask
and nearby countries is one of the critical factaifecting the economic and social developmenthef t
Palestinian area.

The socio-economic impactThe investment is expected to generate abouffddiOries established in the
JILA, about 5000 new direct employment opportusitie Jenin, plus an indirect employment effectha t
West Bank area as large as 1.5 times the direettefThe projections show an average gross national
product growth of 30-40% for the Jenin area undler ¢urrent conditions of labour mobility within the
OPTs. The estimated economic internal rate of mefturthe investment is 89%.

The environmental impact The environmental impact on the industrial arsaminimal. This is a
fundamental prerequisite to access grants fronkEthhepean Commission. Energy sustainability is gegto
objective pursued not only to reduce the exposoreertergy and water cuts, but also to activate an
autonomous and independent local developmentpeniith the emancipation and the identity, whick ar
sought by Palestinian people.

The impact of the project In terms of the objectives and priorities showo\a, the proposed action meets
the following requirements:
it launches a concrete development initiative Wwhicas obtained immediate consent and
considerable agreement;
it creates a situation which will provide tangilibleome benefits, self-respect, and a better quafity
life for the Palestinian people, thus reducing the exodus ofntbes qualified human resources
which would remove all hope of an unaided develamine
the concrete and stable creation of a cross-baalgperation between Israel, Palestine and Jordan;
it overcomes, through positive results, prejudingstrust and resentment, which tend to multiply in
a situation of economic crisis, isolation and laakfuture prospects ;
it contributes to creating a new managerial clad2dlestine;
it contributes to modifying, with the incentive thfe private sector, the orientation and behavioural
practices of decision-makers, who will be use adstrative acts in order to support development
initiatives.

The role of developmental agenciesThe overall objective is to develop the local remoy of the Jenin
Governorate, to create new jobs in the formal secad to contribute to the reduction of poverty time
West Bank. It will be easy to implement and of gredlity. It will be available to all countries’
developmental agencies with activities in the Wik area. It is a unique opportunity to play adieg
role in coordinating the political actions of intational actors at the local level.

The economic returns It's possible to calculate:
Project cost: 85 millions euro;
Economic Rate of Return: 89%;
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Benefit Cost Ratio (B/C): 2.12;
Economic Net Present Value (B-C): 109 millions euro

If we consider the direct and indirect JILA projécipact on Jenin and West Bank economy we have the
following results:

Economic Rate of Return: 318%;

Benefit Cost Ratio (B/C): 2.85;

Economic Net Present Value (B-C): 180 millions euro

The financial plan. The project involves a public-private partnershyith at least 30% of grants coming
from the European Commission, 20% National Putxictribution (other international grants), 12%iéal
government, 38% Loans (BEI, WB,...). From the finahainalysis we have obtained the following results:
- Financial rate of return on investment - FRR(C)£610
- Financial net present value of the investment - #{@B= 47 millions euro.

This means that the project seems able to remunathtits costs, with a rate that is higher than 5%
benchmark.
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1. The Jenin district: socio, economic and institutioal context
1.1. A general outlook

The aim of the present chapter is to provide atoolatof the general context and local scenarioearfid
Industrial and Logistic Area project.

From the following pages, and particularly from thgures and information here contained, emerges a
complex reality that, notwithstanding the positisad recent enhancement, still has the rural society
characteristics of the ancient Palestine way ahdjvand it is affected by overall negative climafethe
Country.

Jenin is the northernmost Governorate in the WestkB"squeezed" between Galilee (Israeli terrigince
1948) and Samaria (Palestinian ever since), nestléde mountains but only 40 kilometers far frone t
main port area, Haifa, and just at a little moneffam the Jordan bordeBuch geographical position could
be perceived, as it happens to all the border ammgpenalising, however its relative marginalitgym
become an advantage as soon as the fluidity atoeithandled in a less rigid way. In Italy, bothukrand
Trieste since the end of the 80s, after being mafgireas trapped within the iron curtain weresfammed

in meeting and communication areas and more impondayed the geopolitical role of a “connectiora
towardnew Europeans scenario, at the same way, Jenid ptay a strategic and significant role in a new
context of peace for the Middle East.

To date, however, the situation is still differemd uncertain: despite the recent reopening ofl#i@ma
crossing point, Jenin is still restricted in itsadhtocal market, and the few tens of miles thaasate it from
the major centres of the Palestinian territoriesob®e often a far journey, in terms of time, for raod
market economy that grow at a rapid pace.

However, the following pages show significant elatseof vitality and innovation: Jenin is no longbe
"city of bombers" but the centre where, in a fevange one of the most modern universities of theeatrea
was created, and traditional farming and manufacsuractivities are slowly developing into modern
industrial facilities.

The "human capital" has several positive aspeis) the preponderance of younger generations thitie
grade of schooling, good professional level andityuaf the labour force, however constraining exed
factors still influence the quality of the localtepreneurship that, with the exemption of few pesi
examples, seems to be far from liberating the "ahspirits" required for economic growth and expans

Therefore, the scenario which emerges is still gsinfy, as it happens in a phase of transition feam
outdated past model to an uncertain future andesept in which a lot of "stop and go" are penaijdime

growth and innovation stimulus.

May be useful then, although summarily, to analgmengths and weaknesses - risks and opportunities
(SWAT analysis) for a better understanding of thaagal scenario.
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Strength

Geographical location
University
Workforce quality
Presence of some well-established industr

al

Weaknesses

Geographical location
Domestic Market

In fractures network
Entrepreneurship

Proximity to Haifa's Port
Proximity to the other Middle-East countrie
Realization of the industrial park
Availability of a wide range of financial

5

sectors Lack of managerial staff
Companies too much traditional
Opportunities Threats

Lack of guarantees for the political stability

Unexpected closure of the border
Suddenly check points closure

Competition by the contiguous areas (Jorda

N)

incentives and fiscal special terms
Plans and programs for the modernization
the infrastructures networks

of

This brief overview summarizes the terms of debate.

It is now clear how important is, for this areaugture with the past, promoting a new model agragine
for a quantum leap towards development, exceedirgstillness of the moment and guiding the local
capacities to ensure far more effective use obue® that the international community made avéeldr
encouraging the necessary synergies especiallythathsraeli infrastructure and business, this eiilsure
that the economic and productive links, and ultehyah common idea of development, are far strotiggen
division and separation. The creation of the indaistone represents such opportunity.

1.2. The social and economic context — the fundamentaspects

The Palestinian territories after Oslo and the Seawd Intifada. The period following the Oslo Accords of
1994, with the process of the infrastructures goetibn in the new Palestinian territorial entityad, as well
know, a sudden and profound setback with the sebuiidda of 2000. The situation of deep crisis base
gone on for several years, culminating from thee§talian’s political side with the violent conflibetween
Hamas and Fatah, and in terms of the Israeli-Rialastrelations with the construction of the sefiara
“wall”.

To date, the Gaza Strip, controlled by Hamas, astfrally a separate entity from the rest of thiegmian
territories, the West Bank, and the "Operation Castd”, conducted between December 2008 and tie ear
months of the 2009 by the Israeli forces, has predwadditional reasons for the rise of tensions exfter
the presentation of the UN report (Goldstone R¢gpbrtthe West Bank, however, continues the prooéss
relative normalization although constant tensiamglpce new problems, particularly on two fronts:
the creation of new settlement by Israeli settlarsich in reality has never experienced setback,
although recently the Netanyahu government annabackmited freeze (for 10 months) of new
developments;
the closures, barriers and checkpoint that arejarroastacle to the movement of persons and goods
within and without the West Bank: up to date it Hamen estimated that there are over 600
checkpoints, causing severe hardship to the papaland to the local production system.
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The closures and especially the separation walle ead a profound effect on the Palestinian econ@amy
report of UNCTAD (UNCTAD Report on UNCTAD assistanto the Palestinian people: Developments in
the economy of the occupied Palestinian territo3009) indicates that because of the separatign ffee
wall) 3551 businesses shut down and roads anddter wystem of 171 villages were interrupted.

The main economic aggregates have been heavilgtedfdy these events: from 2007 the GDP started to
climb but then it had a new decrease in the setalifdof 2008, the inflation rose strongly (from 2o
9,9% in 2008) and unemployment is at highest lexedr 26% (although it was 14,3% in 2000 before the
second Intifada).

Today, the macroeconomic situation had been mdfieudi than previewed in the Palestinian Reforndan
Development Plan (PRDP) for 2008-2010: inflatiorswauch higher than anticipated, eroding real wealth
and incomes of the population, unemployment anc&ggwhave increased. The unemployment rate for the
2008 is estimated at an average of 26 percent theaPalestinian Territories (40 percent in Gaza 89 per
cent in the West Bank), up from an average of 2&5cent in the whole Territories (30 percent Gd#a,
percent West Bank).

No one sees today clear signs of recovery, thefddm” separation of Gaza, the tension with Isréed,
obvious leadership crisis within the Palestiniantbh@uity (PNA), recently exploded and caused some
resignations within the Government of Fayad togethieh postponement of the Presidential electiars,

all factors contributing to the strong state osigriof the Palestinian economy.

The current situation, West Bank and Gaza generalantext. The Palestinian territories are composed of
two major partitions: on the one hand, the WestkBahich covers 5900 km? with 2,345,000 inhabitants
2007, on the other hand, the Gaza Strip which @865 km?2 with 1,416,500 inhabitants (the land msitmn

is measured from the Green Line, the pre-1967 bprde

The West Bank is divided into 11 governorates w@ibeza in 5. Among the governorates of the West Bank
the most populous is Hebron (550,000 inhabitafdipwed by Jerusalem (362,500 inhabitants, butvaee

to bear in mind that most of them reside in arehghvhave been annexed to Jerusalem by the Igraelis
Nablus (321,500 inhabitants), Ramallah (278,000 alitants) and Jenin (258,000 inhabitants).
Demographically, the smaller governorate is Jerietib 41,700 inhabitants.

Overall in the Palestinian territory, based on 20@nsus (Source: PCBs), there were 646,755 howsebbl
high average size, equal to 5.8 persons. In the B&ask there were 427,533 households of averageddiz
5.5 persons (in the Governorate of Jenin the haldghsize is less than the average, with 5.3 pex)so

With regards to labour force (population 15 yeard above), in 2007 only 32,1% of the populationaver
employed full-time (full employment) in the Westda plus another 4.2% which were under-employed,
while in Gaza, for the highly complex difficultiedf the area, these figures were respectively 24a9h
1.8%.
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Table 1. 1.Macroeconomic and Social Indicators, 1995-2008

1995| 2000| 2001 | 2002] 2003 2004 2005 2006 2007 20p8*
Nominal GDP ($USD billion) 452 444 37p 3.16 3.624.08 | 4.48| 4.39] 5.15 6.54
Real GDP Growth (% change) 214 54 -154 -94 8 5. 6.0 6.0 -5.0 4.9 2.4
GDP per capita ($USD) 1400n.d. | nd.| 1125 nd.| 131y 1410 1363 1337 1331
Exports ($USD billion) 064 08¢y 056 052 nd 64, 074| 071 0.92 0.89
Imports ($USD billion) 2141 nd n.d 2.88 nd. 48.| 3.32| 3.80| 4.43 4.64
External Trade Balance (% of GDP) -46-37.0| -57.1| -68.6| n.d.| -67.% -55.p -66/8 -75.0 -78.5
Unemployment (%) 182 143 252 3113 256 26.8 .52323.6| 215 26.0
*estimated

Source: IMF and World Bank

The manufacturing scenario: sectors, enterprises, ngployment. Although in the medium term the
development of the private sector industry couldvige new employment, today the scenario is yet too
weak: low productivity, too many micro industries) technologic innovation, restricted local market®
all factors of low competitivity attitude of the [Batinian industries. In the industrial scenaridPalestinian
Territories, some sectors are most relevant :
extraction and processing of stones and marbleshwdontributes to about 5% of GDP, especially in
the districts of Hebron, Bethlehem, Ramallah antdling
textile and clothing (15% of Palestinian manufacigioutput), with a strong presence especially in
Ramallah, Tulkarem, Nablus and Bethlehem;
food (23% of Palestinian’s production in volumes 8% of manufacturing employment);
mechanical products, mainly in Hebron, Ramallah Idaldlus and also in Jenin;
construction: currently one of the few sectors Whigtain vitality, being an ancient and traditional
activity in the area, contributing to 2.5% of Palean GDP with about 12% of work force.

The total number of companies in the Palestiniamitbees is 132,874 from various sectors, 94,20%hie
West Bank and 38.669 in Gaza although the curretiiye companies are in smaller number

Table 1. 2. Status companies

Area Status of companies
Total Active companies
Palestinian Territories 132 874 116 804
West Bank 94 205 82 871
Gaza 38 669 33933

Source: PCBS - Economic Establishments Main Firgling008

In 2007, in the manufacturing industry in the WRahk, related to dimension, were as follow:
21 firms with more than 100 employees;
33 between 50 and 99 employees;
245 between 20 and 49 employees;
650 between 10 and 19 employees;
1.662 between 5 and 9 employees;
9200 up to 4 employees.

In practice, of around 11,811 manufacturing firn@%7are micro enterprises, 14% very small enterprise
5.5% small enterprises, 2% small-medium enterpraed only 0.5% medium or large.
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The infrastructures. The Palestinian infrastructures result to be séygrenalized by the events in the area,
with a further deterioration after the second ada.

International financial aid has been largely usedltin the vast gaps penalizing the Palestinaductive
economic life and the Palestinian Reform and Deumknt Plan budgeted an expenditure of over 400
million dollars for infrastructures

The PNA focused its efforts on modernizing the @eatreating a new legal framework, new institusi@md
sector-specific agencies such as the PalestiniargiAuthority, the Palestinian Water Authority, PFEL,
Pal-Cell/Jawwal, and the Palestine Electricity Camp New legislation was issued regulating water,
electricity and telecommunications systems.

With regard to the energy grid, the Palestinian alenstill depends mainly on the Israeli supply, anty
the 17% of the demand is satisfied by local ressifce. Palestinians).

The total length of the road network in the Patgsati Authority is 5147 km. but only 10.4% of theme
main roads (but none of them are highways), areP8.are district roads. The remaining network isaloc
roads.

The international trade. The situation deeply affects the Palestinian iraBomal trade keeping the region
largely dependent on imports from abroad and eafhgéiom Israel with a consequent heavy negatiaed

balance.

Table 1. 3. Few figures outline the situation (datap to 2008)

Export of goods and services 885 min $
Import of goods and service 4640 min $
Trade balance with Israel -2678 min $
% of inter-exchanges with Israel — Total 80,8%

Source: UNCTAD

The main import sectors, in 2006, were the follayvin
energy products and lubricants (26.9% of total Irjpo
manufactured products (23.9% of tot.);
agro-industry (17.7%).

The 61.4% of export consisted of manufactured gemdis14.3% of agro-industry.61.4%.

1.3. Territorial and environmental aspects

The energy resourceTo meet the demand for water and energy, the Wask'B territory heavily relays on
Israeli networks. Although there are many watelings and artesian wells, 110 localities out of 204
dependent on Israeli water springs, 112 are supplethe West Bank Water Department, 49 by otheallo
authorities, 52 have a water spring but as many28sare not connected to any water pipe netwbhle
dependence on electricity is far greater:

on 504 localities, 268 are supplied by IEC (Isra&dictricity Company);
24 localities benefit of an electricity network sgt by local authorities;
8 are served by private generators;

38 have no electricity;
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Bethlehem and East Jerusalem districts are corthexthe Jerusalem District Electricity Co..

It is to be stressed that the above figures retiErd¢ompany who manage the electricity grids anryvaot
to the main supplier of electricity managed by déirantities, with the exception of local wells, teasprings
and private generator. Another figure shows théicdities of electricity connections in the areaithw
consequent repercussions on the inhabitant qualiife: on 466 places supplied by electricity, 24%hem
are able to guarantee satisfactory lighting to lm#in and secondary roads, 77 only to the majos,oh&0
lack of any type of street lighting.

Waste collection.The collection of solid waste in the West Bankieas, is a serious issue for the local
authorities: in 99 localities (amounting to ne&a2ly% of total) there is no service (Hebron showswiest
situation having nearly 50% of area not served, ianthe governorate of Tubas 60% of the area is not
served).In the remaining locations, 310 of them are suppbg local authorities, 76 by private entities and
19 by the UN agency UNRWA.

1.4. Social and cultural Aspects

Living conditions of the households.Some data may be provided on the living conditi@fisthe
households:
kitchen with tap water is present in 97.4% of hdwdes in urban areas, in 92.7% in the rural ones
and in 97% in the refugee camps;
bathroom with tap water: 96.9% urban areas houdsh®lL.3% rural areas households and 94.1% in
refugee camps;
water closet:96.3% urban areas households, 89.8&b aveas households and 99.1% in refugee
camps;
connection to water mains:96.2% in urban areas/999.in refugee camps, 76.1% in rural areas
where there is a greater use of wells, water spramgl reservoirs;
more common is the connection to electricity gritiak reaches almost all households: only 0.4% in
rural areas is not connected.

The most relevant data are represented by the hmgteentages in refugee camps rather those ihargas
which result to be more backward: it should be ulinted, however, as now, even in a state of veghhi
social degradation, most refugee camps have nawreskcharacteristics of new conurbations with sewsyi
often provided by international organizations.

Education — cultural activities and institutions. In all Palestinian territories the levels of schioglare
very high, with many Colleges and Universities Jenin is located one of the most prestigious academ
institutions, the Arab American University, thesfifPalestinian private college adopting the caterf the
American educational systenf).the Scholastic Year 2007/2008, there were:

in the Universities and University colleges 167.984dents of both sexes (nearly 55% females) and

4.527 teachers (18% females);

in the Community Colleges 12.972 students (45% fes)and 547 teachers (20% females).

In the Scholastic Year 2006/2007, the graduateg R&r779 (nearly 60% females) in the Universitaes)
3.496 in the Community Colleges (of which nearlg 80% were females). Besides the presence of s;hool
Colleges and Universities, a good level of cultdialiness underlines the area of the West Bankto
2008 196 cultural centres were active. The cemngtemented at least 3.091 different initiativestidg the
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same year, including meetings, public lecturesinitig courses, concerts, activities which have been
attended by 218.751 participants (particularlyh® ¢ourses, concerts and art exhibitions).

The technological dissemination within residentsUnfortunately, the information’s available are dgti
back to 2004, a period now too far away for a seatbere the growth rates are very highmay be
indicative, however, to provide some figures:
in 2004 in the West Bank 28.4% of households owamedmputer, a figure, however, influenced by
the higher rates of Jerusalem (45.6%);
only 9.8% of households were connected to the neterbut the percentage was much higher
Jerusalem (20.1%) and in Ramallah (13.7%);
at a highest rate seems to be the use of competereén the population 10 years and above, in the
West Bank the figure is equal to 37.6% of resid€AR.1% among men and 32.9% among women),
with higher levels in Ramallah (40.7%) and in 3afam (47.7%).

1.5. The Financial Aid for the productive development am the Sustainable
Industrial Zone

A proper financial arrangement can be only preparezt there is a complete and detailed business ipla
this stage, apart from indicating the availablerglets for a potential box of tools, the possiblmbmations
of the same are identified in order to involve lgrgest possible number of tools and subjects.Bai this
result, three key points emerge from the project:
The project “Jenin” presents the characteristics aof integrated intervention that includes
infrastructure, transport, sustainable technolggresewable energy, environmental, technology
transfer, SME development, social follow-up, capabuilding and promotion of local players. This
is important for being able to meet the minimumesia required by many funding sources and to
ensure that the project in its single parts antsientirety may be eligible.

The geographical and economic dimension of theeptpjhe objective conditions of the Palestinian
economy, the difficulty in attracting investors fmooutside without offering the opportunity of a

distribution platform and the limited financial @agities of many countries, including Italy, means
that this project differs from other similar onegyich are managed by a single country in a bilatera
logic, for the direction of a multilateral projecf which ltaly is a promoter and could be a

coordinator but it requires the active participatiof other subjects. In some cases, only the
multilateral connotation, independent from a diretérest by the Italian companies, may activate
the source of funding especially in case of truatf.

The multilateral connotation and the openness tdsvather European countries are also important
for the involvement of their companies. While ire ttase of small areas it is possible to think of a
promotion which is exclusively national, in the eadf Jenin this does not appear possible at the
moment. Opening a larger market attracts investsnemén from Palestinian companies including

investments from the Gulf countries.

In addition, there are two further elements:
an important variable for the activation of fundigurces is not only the bankability and viabitfy
the project but, because of the Palestinian sd@oatvhere any initiative struggles to take off,
certainty and speed in its implementation would &drately attract even funding sources which are
currently unidentified;
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the system of political and commercial guarantedgng into consideration the conditions and also
the solvent state of the Palestinian Authority; ¢cheation of a specific guarantee fund by meare of
prudent multiplier to cover part of the activitisd investments shall be required.

Starting from this premise, the funding sourcesdiveded into 10 blocks. Modalities, types of firtamg,
activities and projects to be financed, recipieteisns and conditions of access and use are ditfere

EC funding: facility NIF of the ENPI; PEGASE prognaEuropean Union initiatives; (a lot of this
program and initiatives are based on the contoutif donors from different place who pool their
funds according to the indications of various fici@ahUE Tools);

BEI and FEMIP fund;

National cooperation; as well as the Italian Coatien (financial aid and direct intervention) the
following cooperation: American (USAID); German (&) French (AFD); Japanese and British
(DFID- UK AID) shall operate in support of registdrPalestinian companies;

World Bank and related Bodies (IBRD) also thosecggised in guarantees loans (MIGA);

UN agencies ; UNDP, UNIDO, UNCTAD;

Italian agencies for the internalization: Sime€&) SACE;

Palestinian funds: Palestinian Investment Fund =PIF

investment funds for Palestine of the Gulf coustrie

the participation of private investors not onlytemms of direct investment — the base of the ptesen
study — but also for sharing the costs of facsiad services;

banks operating in Palestine such as Arab Bank&BGHbut also others, some of them are Islamic
banks.

Of course, each of these categories of fundingcgopresents its own methods of approach, terms and
purposes, as well as the possibility of accesdfferent: in some cases, in fact, there are progréon
institutional Palestinian subjects only (for exaephe creation of networks and infrastructuras)pthers
special attention is devoted to the developmerintérprises and, as a consequence, private indigidhave
access to them.

In general, the funding sources mentioned aboveregards the industrial development and hence the
implementation of Jenin industrial zone, are strredd according to the following three fundamentidus:

Table 1. 4. The funding sources pillars

Intervention Areas Intervention’s beneficiaries Souces/programmes

Networks and infrastructuresFunding to  the  PalestinianUN with NIF ENPI, BEI and Femip

realisation Authorities (on national and localWorld Bank e IBRD, ONU, National
scale) cooperation, Gulf Countries Funds.
Direct financial aids to the Grants and soft loans to theEPCGF(European Palestinian Credit

companies Palestinian companies. Guarantee Fund), national

Cooperation’s, BEI/FEMIP, PIR,
international banks.

Participation in venture capital fqorPalestinian companies SIMEST, international Barsd
the new firms Agencies.
Loans and investments guarantees Palestinian acoespa companies MIGA, SACE, EPCGF, Femip

from other countries.
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For each of these financials source is given bel@ynthetic description of specific programs anil/aies
in the Palestinian Territories:

Sheet 1 - PEGASE

Promoter: European Union
Programme: PEGASE

Charatteristics and Objective PEGASE is the European Union’s mechanism to stighe Palestinian

people through implementation of the PalestiniarthAtity’s Reform and Development Plan (PRDP). It

includes:
The direct delivery of targeted and carefully mored direct financial support to the Palestinian
population, either through the PA’s own Single Brgg Account (STA) or via direct payments to
eligible companies and individuals in full transgracy, co-operation and agreement with the PA;
Assistance for the PA’s implementation of mediuntatige-sized development projects as set out in
the PRDP, with substantial technical assistancecameful control and monitoring of contracting
and payment.

PEGASE is a mechanism which is open to all donmduding those outside the EU, and international
organisations. Donors who contribute to PEGASE riomie to the considerable reduction of transaction
costs for the Palestinian Authority and to increasenership, transparency and effectiveness, & With
their Paris Declaration undertakings.

Modalities: with regard to direct financial aid to private ccanpes, PEGASE promotes and supports
together with other players the European PalestiGizdit Guarantee Fund.

Sheet 2 - EPCGFEuropean Palestinian Credit Guarantee Fund)

Promoters:
Federal Republic of Germany (through KFW Entwickjsbank);
European Union (through KFW Entwicklungsbank);
European Investment Bank.

Program: European Palestinian Credit Guarantee Fund

Objectives EPCGF is a development programme for the PalastiAuthority financed by the European
Commission and the Federal Republic of Germany utiito KW Entwicklungsbank and European
Investment Bank to enhance SME competitiveness @am@, sustainable basis, support income generation,

employment creation, and poverty reduction.

Tools:
a) Fund Facility
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The Credit Guarantee Fund currently stands at EORnitlion. EPCGF makes available partial credit
guarantees to participating partner banks to caveagreed percentage of the commercial risk agedcia
with lending to credit worthy SMEs who are unalddurnish the bank with the required collateral tMthe
existence of the Credit Guarantee scheme in Padestiedit worthy SMEs who are unable to furnishiksa
with required collateral, will be able to have a&x¢o the necessary financing. As the needs andraisn
grow, EPCGF is committed to find additional capitabugh existing and new sources.

Eligible borrowers.Privately-owned viable SMEs with 20 employees @slevhich can meet prudent credit
evaluation and criteria set by EPCGF. Those busé@gesiust be able to:

generate sufficient cash flow to sustain operadiot repayment of the loan;

lack or unable to provide the bank with sufficientlateral.

Start-up operations are not covered under the anogCredit worthy SMEs who have been in operation
for a minimum of 2 years are eligible.

b) Loans

Loans are available to finance:
Working capital (raw materials, inventory, receiles) etc);
Working capital loans may be repaid over a perioithiee years with 6 months grace period;
Capital investments (fixed assets, equipment archimary, refurbishments, etc);
Capital Investment loans may be re paid over aodaf 5 years with 12 months grace period.

Eligible loans:

- new loans to existing clients at the participatpytner bank who have currently no outstanding
loan;

- new loans to new clients at the bank;

- new loans to current clients in arrears if thedwihg conditions are met: (i) the “old” loan is
rescheduled or restructured; and (ii) the cash ftdwthe project as a whole (old and new loan)
enables business to repay. Only the new loanggb#difor the guarantee;

- loan maturities are for more than one year andoufivé years with a maximum amount of USD
50,000.00 or its equivalent. Loans under the guaeaprogram are limited to once every two years.

Sheet 3 - Facility for Euro-Mediterranean Investmem and Partnership (FEMIP)

Promoter: European Investment Bank EIB (BEI)
Program: Facility for Euro-Mediterranean Investment andtRership (FEMIP)

Fund facilities and Objectives:
a) Loans:

Credit lines: develop SMEs through lines of credit to EIB finaigartners, which on-lend to
their customers.

o Beneficiaries:SMEs
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Individual loans: develop the Mediterranean partner countries' ecandamfrastructure, with
special emphasis on private sector growth and tkation of an environment conducive to
private investment.

0 Beneficiaries private and public sector promoters

b) Private equity: promote the creation or strengthening of the chp#ae of productive enterprises and
companies established in partnership with EU-basetpanies.

0 Beneficiaries:
SMEs;
Private mid-cap compagnie;
Investment funds;
Microfinance institutions.
c) Technical assistanceimprove the quality and development impact of FEMfferations by:

strengthening the capacity of Mediterranean paxoantries and promoters;

Financing upstream studies and activities focusingdirectly or indirectly strengthening
private sector growth.

o Beneficiaries: All FEMIP clients

Sheet 4 USAID +Palestinian Enterprise Development PED

Promoter: USAID
Program: Palestinian Enterprise Development

Objectives
USAID focuses on Palestinian Enterprise Developragidt Investment Promotion by enhancing the
competitive environment for the private sector tiyto firm-level technical assistance designed to
enhance firms’ competitiveness, technology, andagament;
USAID assists struggling SMEs to revise busineasghnd apply for credit so that they can engage
productive private assets in their respective coniti@s.

Beneficiaries SMEs

Sheet 5 GTZ Private Sector Promotion Program

Promoter: GTZ (german cooperation)
Program: Private Sector Promotion Program

Objectives SMEs in the Palestinian territories are strenggtldein the long term, enabling existing income
and employment opportunities to be secured andam&s to be created.
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Modalities. The program supports enterprises and their traslecagions. It is also involved in improving
the general economic policy conditions and theisesvavailable to SMEs. The program comprises three
components:
chambers and trade associations as well as lo¢hbrties in selected areas are strengthened,
enabling them to launch economic development thita and improve the services they offer to
SMEs;
in selected national private-sector organizatiawsjlable potential is developed and improved. The
focus is on promoting specific value chains; thpaekopportunities of Palestinian enterprises are t
be improved through better market information améhgroved quality infrastructure.

| Sheet 6 PIF Loan Guarantee Program to Support Smhiland Medium-Sized Enterprises in Palestine

Promoter: Palestinian Investment Funthe loan guarantee program will be establishedutgitigpartnership
among the Palestinian Investment Fund (PIF), theergan Overseas Private Investment Corporation
(OPIC), and the Aspen Institut®PIC is a governmental organization working to d@veand encourage
investment in the private sector while the Aspestitate is an international non-profit organizatseeking

to encourage open dialogue through the Middle Basistment Initiative (MEII).

Program: Loan Guarantee Program to Support Small and Me@imed Enterprises in Palestine

Objectives The general objective of creating a loan guaramigogram is to stimulate and establish
financing programs for SMEs in the banking sectowards enabling them to play a pivotal role in
improving economic activity. The program particlyyaims at accomplishing the following:

facilitate the ability of SMEs with good credit tdtain the financing necessary for developing their

operations;

provide clear and organized bases for lending witipoolonged and complex procedures.

support SMEs in ways that ensure the continuityheir work and their development as a main
support base for the national economy.

Beneficiaries: the program will benefit SMES’ owners and employéedlifferent sectors and will also
benefit the banking sector by stimulating its atég and enabling it to provide larger loans.

Resource and actions
the amount of guarantees provided by the partnéiramount to US $160 million;
the amount of loans provided by banks that havgrara guarantees will reach up to US $228
million;
the allotted period for providing these facilitisslO years;
each loan amount will range between US $10,000$8500,000.

Sheet 7 Italian Cooperation Soft Loan

Promoter: Italian Cooperation for the Development
Program: Soft Loan for Palestinian SMEs to purchase maafyifrom Italian companies

Objectives To provide a financial tool to support Palestn@aMEs for the purchase of equipment, raw
materials, repairs to facilities and small buildin@gvhich do not exceed 30% of the total loan rexl)ir The
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loans have to be used for the purchase of goodsifarztared by Italian companies; it is possible lbam
up to a maximum of 35% of the loan for expenditumesle locally.

Beneficiaries: SMEs Palestinians with, at least 65% of the shapital, is held by private investors and in
which at least 40% of the capital is held by pevantrepreneurs of Palestinian nationality.

Terms for soft loan:
projects of a total value between 50,000 to 500 PO®@s;
repayment of the loan within a period not exceedirygars;
interest rate for the end user no more than 4%alhynu

participation at risk by the applicant: it is reaqd to participate with own funds for a share
amounting at least to 25% of the project’s costs.

Modality. The total investment is estimated in 25 million &urto be split in three annual instalments
starting from 2010 which shall be granted to théee®mian financial authorities'he Ministry of Finance
and the Ministry of Economy Palestinians have tntdy the banks who will lend the funds and to who
companies must submit the required document. attaduppliers (whose name will be explicitly menédn
in the application) will be paid directly by thel®stinian banks.

1.6. Institutional and regulatory framework

Institutional framework. The Jenin district framework is incorporated in thetonomous Palestinian
territories governed by the PNA (Palestinian Nadlokuthority) through its national and local orgeations.

Generally speaking, agencies and public institgtionvolved in the economic development are the
following:

- the Ministry of Economy (MONE - Ministry of Natioh&conomy), which has the specific scope of
creating the conditions for the growth of the ecagan its entirety and for the development of
private enterprises; it also deals with the devmlept of a broad range of business services of high
value and contributes to the creation of the righditions for establishing economic and trade
relations between Palestine and other countries;

- Palestinian Investment Promotion Agency (PIPA), agency created in 1998 (following the
promulgation of the law on promotion of investmemtkich will be dealt with below), with the task
of becoming the "operational arm" of the Ministry the economy especially for encouraging
foreign investors and for assisting them to dedhwuhe facilities and incentives provided by the
aforementioned law;

- Palestinian Industrial Estates and Free Zones Atyh@IEFZA) is an independent agency of the
PNA and the body appointed for encouraging, promgptioverseeing the creation of areas and
industrial zones in the Palestinian Territorieg]uding the creation of efficient support servifes
investors helping their activities and trying tonmize bureaucracy: It seems clear that the PIEFZA
is certainly one of the key players in the scenfmidhe creation of an industrial zone in Jenin.

Besides these public entities and agencies, therether subjects who are associative in naturdladare
worth a mention:
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- Palestinian Trade Center (Paltrade) is the orgénizaresponsible for supporting the
competitiveness and capacity to act in the Palastimarkets, throughout structures and initiatives
supporting the development and promoting economdt manufacturing relationships; up to date
there are around 350 between the main economi@atmpsiin the country who are part of it;

- Palestine Federation of Industries (PFI) is theabization of industrial entrepreneurs, founded in
1999 that, apart from representing the interestthefcorporation, provides the usual information
services, technical services and support to ernseprand local associations of industrial
entrepreneurs;

- Federation of Palestinian Chambers of Commerceysiing and Agriculture, which is the umbrella
organization of the 14 local chambers of commernd husiness associates at least half of
Palestinians as in many other countries, and uilég, the Chambers of Commerce Palestinians
are private organizations promoting and supportegnpanies which operate in its territory,
although the subscription to the local chambersoofimerce is required.

Locally, the institutions of reference are: the @mworate, the Municipalities, and the Chamber of
Commerce. The relationships with the local autiewsiare obviously extremely important, because-sfzs
are required to obtain from the Municipality, tHeusiness License", as well as the necessary agdprbya
the local Fire Department.

Jenin Chamber of Commerce was founded in 1953 amdrtly has several thousand companies registered
in its Registers (over 3500). In addition to itstitutional duties (business registration, procegsand
dissemination of information and statistics on #mwonomic situation of the area, tax assistance and
bureaucratic economic operators), the Chamber agsmpromotional initiatives (participation in faiand
events), encounters between operators, promotigsngaundertake territorial marketing activities the
area.

Economic and territorial planning. From a planning point of view, the main documentreference is
actually the Palestinian Reform and Developmenin Hiar 2008-2010 (PRDP), adopted at the Paris
Conference of 17 December 200his plan, of course global and comprehensivesméture, contains a
particular emphasis (as regards economic developraed production) for the development of the preva
sector: "The Palestinian private sector must bestiggne of sustainable economic growth" (PRDP,.P.5)

And again: "It needs (i.e. the private sector)é¢oegrate productive employment, producing high vakeed
goods and services, and enhancing national prégpaife are committed to creating an enabling
environment for private sector growth. "(PRDP, p.5)

In detail, the PRDP provides under the progranedallndustrial Capacity Development", a specifii@ac
plan to create industrial areas and parks, inctudirspecific project denominated "Build border istdial
parks - Jenin & Tarqumiya" for which a 30 milliooltrs investment has been attributed for the y2aés8-
2010 (PRDP - Annex 4: Reform and Development PrograDetail - p.55).

In January 2010 has been published by the PNA theulbent “Palestine: Moving Forward — Priority
Interventions for 2010", for the final year of thational planning cycle (i.e. the PRDP), and theARMds
already begun to prepare the new Palestinian NatBlan (PNP) 2011-2013, that will be completedhia
summer of 2010 and will inform the budgets of théAPfor 2011 through 2013. In this Document, the
priority has been given in four thematic areas:
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- finalize the building of central and local govermmmstitutions;

- upgrade public service delivery to all citizensotlghout the Palestinian Territory occupied in June
1967;

- launch major projects to build strategically siggaht infrastructure;

- improve and promote the image of Palestine intenally.

The PNA has categorized as high priority initiasite be implemented through 2010 and beyond, a aumb
of 201 development projects in the four areas above

Legal framework. The regulatory framework on foreign investment aieBtine is based on Law No. 1 of
1998 "Law on the Encouragement of Investment ire®ade." Currently, however, a series of changes an
amendments have been presented and they are waitibg ratified by the PLC (Palestine Legislative
Council) since 2005The Act provides for a non-discriminatory treatmagainst foreign companies wishing
to invest in Palestine, with specific guaranteespiofit repatriation to the country of origin. Memver, the
law contains a series of measures encouraging tmees, such as tax and customs exemptions, to be
granted by complying with certain conditions (e2t@ Law 1 / 88). Other important laws for produeti
investments are the Labour Law and especially tidudtrial Zones Law (Law No.10 of 1998j.is
especially to this piece of legislation that it fasbe referred for the understanding the legah&aork
encouraging investment in the Territories throufBRZA, the state agency established by that law.

Income tax exemption.The law n. 10/1998 regarding investment inside $hidlal estates and free zones

gives 2 additional years of tax holiday to whatgisen by law n.1/1998 regarding encouragement of
investment in Palestine.

Table 1. 5. Income and tax exemption

Amount Investment outside IE/FZ Investment inside IE/FZ
$100,000- $ 1 |5-year tax holiday -10% income tax on n|7-year tax holiday - 10% @ome tax on ng
million profits for an additional 8-year period. profits for an additional 8-year period.
$1-%$5 5-year tax holiday -10% income tax on n|7-year tax holiday -10% income tax on n
million profits for an additional 12-year period. profits for an additional 12-year period.
Over $5 5-year tax holiday -10% income tax on n|7-year tax holiday -10% income tax on n
million profits for an additional 16-year period. profits for an additional 20-year period.

Source: PIEFZA

Fixed Assets ExemptionsAll goods, materials, ingredients, machines ameifm vehicles imported into
the Industrial estates / Industrial Free Zonesarrthe consumption and use of staff employees enjoy
exemption from customs duties, related fees anaitiigenses.

Customs Duties Exemptions:
equipment and heavy machinery and their importagesparts;

furniture imported for hotels, electrical appliascand electronics imported for tourism enterprises
hotels and hospitals;

a price increase in the value of fixed assets wherease is a result of rising prices outside the
investor’s contract;

the exemption period may be extended for two yddogal input in the equipment, machines, and

fixtures exceed 60%;

the exemption period may be extended up to fivesydapending on the nature and location of the
enterprise;

additional exemptions may be granted to enterpesgmged in export, provided export percentage
is not less than 30% of the total;
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exemption from payment of VAT on specific items, Vefunds.

Free Movement of Capital and profits - Investors ao benefit from:
full Capital Repatriation, including profits andvitiends;
unrestricted movement of foreign exchange.

Export Exemptions:
goods produced and sold outside Palestine are agdrfrom export taxes, and any other taxes;
goods produced and sold within Palestine shaleganded as regular imports.

Local Market Sales.A company established at an Industrial Estate ard Eone may sell a maximum of
20% of the annual value of its production to thealanarket, provided that:
all raw materials used in the goods sold to thallatarket shall be subject to the fees and customs
duties imposed on any similar product availabléhalocal market;
if a similar product is not available on the locahrket, only 80% of the fees and customs duties
imposed on these products shall be paid.

Rules of origin incentives.A Palestinian product is given preferential custameatment according to
existed trade agreements. While each agreememedets own rules of origin, generally, a produdt be
stamped Made in Palestinkefor export, if not less than 35%-40% of its out factory value, has been
processed in Palestine.

Investment guarantees:
protection for all investors and investments anaintg specific incentives for projects creating or
expanding economic activities in certain sectors;
prohibition of discrimination against any investor the basis of nationality;
prohibition of expropriation of investment in thee@t of expropriation for a public purpose,
enterprises will be compensated fair market value;
protection of all confidential information unledsetinvestor gives his written consent or a court
order from a Palestinian court compels disclosure;
preferential treatment permitted on a narrow basgng from bilateral or multilateral agreements.

Risk Insurance Investment GuaranteesLong-term Political Risk Insurance covers up to5h8illion for
foreign direct investors per project during a 1&y@eriod. Co-insurance is also available to irsgea
investment coverage capacity. The investment Gteeanfund is administered by the multilateral
investment Guarantee Agency (MIGA) and is fundedhayWorld Bank.

Benefits for Investors:
free transfers of foreign currency and freedomrégatriation of income generated from investment
in Palestine;
investors may invest in any sector of the Palemtigiconomy under the free admission principle.

Banking and Insurance (Source: IPBF — IPCRI Guide to investment, Tradd Cross Border Business
between Israel and Palestine — 2009 — pag.86).

Banks in Palestine are currently regulated by Law 2of 2002, but the PMA has drafted a new lawchhi
is intended to serve as its replacement. The trafiaims to address numerous issues that are nedlby
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the current law, such as microfinance and e-bankiig new law specifies certain requirements fer th
establishment of a bank in Palestine and easgwdaess for opening branches of foreign banks.

Insurance in Palestine is supervised by the PalastiCapital Markets Authority (PCMA) and goverrad
four laws: the Jordanian Law No. 5 of 1965; Law Noof 1965; Law No. 2 of 1966; and, No. 1 of 1967
(www.pcma.ps). Insurance is available to coverlamg and sea travel, movable and immovable prgpert
and personal matters, such as life, theft, health,leyees, and vehicles

Regolamentation and authorizations.The process to follow to set up a new company é Rhlestinian
territories has been, lately, outlines by the PRal¢stine Investment Conference) through the goialeb
“Investment Guide to Palestine — 2008” (How torG&aBusiness: A Step by Step Guide —pag.87 — 89 )
which is given here. Keep in mind that, obviousiglue related to taxes, fees and charge are veltdi
2008 and in some cases may have been changed.

“How to Start a Business: A Step by Step Guide”

Step 1. Obtain a Temporary Copy of Certificate of Registration From the Ministry of National
Economy. The purpose of this temporary registration cedificis to enable the entrepreneur to open a bank
account prior to depositing the initial capitaltire bank. No charge levied.

Step 2: Deposit the Initial Capital in the Bank.This normally has to be 25% of initial capital plficial
bank fees (1/1000 of stated capital). Upon paynsntceipt is obtained and supplied back to thagtinof
National Economy.

Step 3: Select a Company Name and Reserve Proposéaime.Once a name is selected the Ministry will
check whether the name has been taken by somesmeaatl if not will approve it. Fee: $22

Step 4: Hire a Local Lawyer to Sign the Company Dagments. Although it is recommended to hire a
lawyer for the drafting of the articles, it is meguired. The documents must, however, be signedlawyer
once drafted. Fees charged range between $200 000% For example, a company starting up with
$11,000 would be charged around $500-700.

Step 5: Register With the Commercial RegistryDocuments required include:
Avrticles of association;
By-laws;
Copies of shareholder identification cards;
Verified company name.

The fee to be paid is broken down as follows:
- Name verification: $22
- Application fee: $81

- Signature verification fee (signing before the Camp Register: $24 per signature; minimum two
required to form a Ltd or seven to form a PIc).

1/1000 of the stated capital.
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Step 6: Payment of Registration Feed he fees noted in Step 5 have to be paid at a lmak. The fees
should be paid upon submission of the registradimeuments. The Ministry of National Economy woutit n
review the application until the fees are paid.

Step 7: Register for Income Tax and VAT The registration number for income tax and VAThs same.
In most cases, accountants register the compartgxdiover 90% of cases). There is a fee for aczmis,
which starts at $400/per annum. However, thermarefficial fees.

Step 8: Register With Chamber of CommerceCost of registration depends on the company’s abaitd
varies from chamber to chamber. As a guide, the fee the Ramallah Chamber of Commerce are as
follows:
Grade Excellent: companies whose registered capitater 50,000 JD pay an initial fee of $140
plus an annual fee of $140;
Grade A: companies whose registered capital isOD5t6 50,000 JD pay an initial fee of $106 plus
an annual fee of $106;
Grade B: companies whose registered capital iS06@15,000 JD pay an initial fee of $70 plus an
annual fee of $70;
Grade C: companies whose registered capital isnb6l000 JD pay an initial fee of $35 plus an
annual fee of $35.

Step 9: Obtain Business License From MunicipalityNormally costs between $120-700.

Step 10: Obtain and Legalise Special Company Book#&ll corporate and financial records must be
legalised by the Companies Controller and auditdéhile this applies to all forms of companies,
supervision is more stringent with respect to publiareholding companies compared to others.

Step 11: Obtain Approval From Fire Department. The cost of this varies according to the area ef th
business to be registered, but is in the regio®0d20 / square meter / year. For example, reggfet®0 m2
in Ramallah costs ILS 80 annually, while 1,000 ro&ts ILS 650.

The cost of registering a company depends on tahcompany’s capital and type, but is likely togan
between $1,000 and $5,000. The whole process ydaaks less than a month, and is expected tol¢ake
than that as soon as PIPA introduces its new procesi

1.7. International local and regional context: why Jenir?

1.7.1. April 1994 - protocol on economic relations

In September 1993 Israel and the Palestine Lilmralirganization signed the Declaration of princpba
Interim Self-Governing Arrangements, which outlirtbé gradual handover to the Palestinian Authasfty
responsibility over the West Bank and Gaza Strige @dvent of self-rule and easing of political aodial
tensions were expected to usher in a period ofdragionomic growth and higher living standards for
Palestinians. Expectations, especially those ofapgiinvestors, were buoyed by the Protocol on Egon
Relations agreed in April 1994, which outlined Paestinian Authority's responsibilities in keyoromic
areas and envisaged close economic cooperationeéetusrael and the Authority, as well as by the
Authority's commitment to institution-building artd a private-sector-led, outward-oriented developme
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strategy. Donors pledged generous support, which gvadually to shift away from emergency aid and
toward public investment projects.

1.7.2. The industrial zones in the mid 90’s

At the time of the agreement, there was much thikdustrial zones, a World Bank brainchild, thatuid

line the Israel/Gaza border and would be fed byapHealestinian labour. In mid-Februb®p4 Palestinian
Authority economy, trade and industry minister Alth@rei' announced that work would soon begin on a
Gaza Strip "industrial park”, to be followed by dam projects in Jenin and Tulkarem in the West IBan
According to the February 23 Palestine Repoytthe US would pay for the Gaza park, Israel fae th
Tulkarem park, and Germany for the Jenin park. Othdustrial zones are planned for Rafah and Beit
Hanoun (in the Gaza Strip) and Hebron, Bethleheaigia, and Ramallah.

On 23 of May 1995 Foreign Minister Shimon Peres met with PA Chairméasser Arafat, and it was
decided that the five industrial parks would bdttati Jenin, Hebron, Tulkarm, the Karni CrossingnPand

the Erez Crossing Point. A joint concept papertieen concluded between Israel and the PA on thitema

In addition, Foreign Minister Peres discussed WighChairman Arafat a major international plan, iwiay

the World Bank and the private sector both in Iseme abroad, for the joint development of the btdal
Parks.

1.7.3. September 1995 — the interim agreement

On 28" of September 1995, the Israeli-Palestinian Intekgreement on the West Bank and the Gaza Strip
was signed in Washington, D.C. It sets forth titeife relations between Israel and the PalestiniBmshe
main body of the agreement are appended sevenesdealing with: security arrangements, electioiv,
affairs (transfer of powers), legal matters, ecolalations, Israeli-Palestinian cooperation, trelrelease

of Palestinian prisoners. In particular, regardifg industrial cooperation “. seek ways to increase
Palestinian industrial output through, inter alfee promotion of a program of industrial [I: parkB] zones]

in accordance with an agreed concept and in cobpenaith all relevant institutions”.

1.7.4. Industrial zones in the late 90’s

Apropos of Industrial Zones, and particularly tharisi Industrial Zone, in 1997 the West Bank strégbat
“Export-oriented industrial production is one oétimain promising sectors to create sustainableamant
and to stimulate overall economic growth. To imm@owmdustrial competitiveness and current living
standards in the West Bank and Gaza, it is vita Balestinian industry expand and move into higaare-
added activities, better quality goods, and mophisticated markets. The recently signed tradeesgeats
between the PA and the United States and Europ&somUogether with a well-educated workforce and
relatively low wages make the WBG an attractiveiapfor investors, both local and foreign. Paldatin
and lIsraeli investors' demand for industrial spand for reliable access to labour and markets mgnai
strong, provided certain guarantees are met. Rrigatrepreneurial groups are moving forward witmnpl
for developing these estates.”

And, in turn, in July 1997, Israel asserted that preparations for the establishment of the Kbuthiistrial
Zone in Gaza had reached an advanced stage, witimgdjwork already under way. Negotiations regarding
the operation of the zone were being conductedsbsel and the Palestinian Authority at an acceddrat
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pace. Israel allocated seven million dollars far Karni security arrangements. Preparations weelaing
conducted for the establishment of an industriakzio the Jenin area.

1.7.5. The Palestinian laws for industrial estates and indstrial free zones

The Palestine National Authority, in 1998, approwed important laws that support the IndustrialsEss
and Industrial Free Zones. Palestinian law diststygs between an industrial estate, “ a geogralbhica
defined areas designated to service a number afdsses that carry out industrial activities andises”
and an industrial free zone, “ a geographicalfjngel area assigned to service one or more beasgésifor
export related activities having a special custamd tax provisions”, in fact extraterritorial coists and
duty free areas established with the aim of aitrgafirect foreign investments and joint venturegxport-
oriented manufacturing activities.

The Palestinian Investment Promotion Lagktaw n.1/1998): this law supports the PNA’'s goals
encouraging and promoting investment, providingrgagees to all investors operating in Palestinanting
incentives and providing an appropriate environnfieninvestments.

For the article 2. The Investment Law aims to aghithe development objectives and priorities ireBtahe
by promoting investment through the followings:
- establishing the Agency, an institution responsiiole encouraging and promoting investment in
Palestine;
providing guarantees to all Investors and Investseperating in Palestine;
granting the Incentives to Investors;
providing the appropriate environment for encourgdnvestment in Palestine.

The principal general provisions of the Law ard tha
prohibits the nationalization of any investmenPiestine;
excludes the expropriation of investments excepiiteptional cases;
guarantees to all investors access to foreign odige for the purposes of their enterprise actsiti
as well as free transfer out of Palestine of akficial resources, including capital, profits, dends,
royalties, and the like.

More importantly, the Law provides for income taxentives, depending on the amount of investmeists,
follows:
for direct capital investments between the equivalef US$ 100,000 and US$ 1.0 million, an
exemption from income tax during the first five y@a@and a preferential income tax rate of 10 %
(instead of the general tax rate of 37.5 % pregexpplicable for personal and corporate income in
the WBG) during the following eight years;
for investments between US$ 1.0 million up to US$rillion, a tax exemption during the first five
years and a reduced income tax rate (10 %) durfaglzer 12 years;
for investments exceeding a value of US$ 5.0 nmiJlian income tax exemption during the first five
years and a reduced rate (10 %) during 16 years;
for special projects, to be approved by the Courfdilinisters, the period of preferential incoma ta
treatment following the first five years of exengptican be extended to 20 years.
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Finally, the Law contains provisions for the edwtbhent of the ,Palestinian Investment Promotion
Agency” whose function is to promote and facilitat@estment in Palestine. Pending the creatiorhisf t
Agency, its functions are being assumed by the $itipiof Economy and Trade.

TheIndustrial Estates and Free Zones l@vaw n. 10/1998). This law provides the legal fravoek for the
interaction, authorities and responsibilities lesw the government and the developers, and supperts
government’s goals of economic development andonegistability through trade, cooperation and grate
employment.

The Law essentially defines the establishment, rorgéion and functions of the ,Palestinian Indutri
Estate and Industrial Free Zone Authority” - PIEEAfA autonomous agency to be in charge of all &spéc
the development, establishment and operation afsimil estates (and free zones) in Palestine.

Specifically, the main responsibilities of PIEFZAtlwregard to industrial estates will be to (intdita —
art.5):
prepare a comprehensive policy for the establistiraed development of industrial estates and
industrial free zones in Palestine;
develop industrial estates either directly or tiptouevelopers and enter into concession contracts
and agreements with such developers;
act as a ,one-stop shop* agency for entreprendarming to invest in industrial estates, with the
authority to issue all required permits and licenaxjuired, thus avoiding the need for entrepreneur
to deal with a variety of government agencies t@miolsuch permits and licences;
establish the public facilities (off-site infrastture) required by industrial estates directly greb
third party;
determine the fees for services provided by PIER4tAIn the industrial estates;
supervise, and publish reports on, the performandedevelopment of industrial estates.

PIEFZA (art. 18), directly or at a request subnditte it, may recommend the Council of Ministersigzlare
any suitable place in Palestine to be an industgtdte and/or industrial free zone. If the indakestate or
the industrial free zone is established on a leks®t] the lease period may not exceed forty-nesey.

PIEFZA(art. 25) shall determine the conditions bé tconcession deed, term, master lay-out, general
specifications of buildings and infrastructure loé tindustrial estate or industrial free zone, oj@na and
maintenance plan and type of activities and sesvioeébe carried out, all in accordance with thaulatipns

and instructions of the concession deed.

If (art.24)a developer fails to develop and opetageindustrial estate or industrial free zoneptas, subject
to approval by PIEFZA, delegate to a third pairtg performance of his duties as indicated in theeession
deed.

The objective of these laws is clearly in line wiiat which was under discussion at the internatitevel:

to promote the industrial sector, the regionalitalthrough trade, and to create additional emngptent.

1.7.6. August 1998 — the Israeli - Palestinian economic lisgions
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Analysing the state of Israeli-Palestinian EconoRalations in August 1998he Government of Israel
considered the Palestinian economic prosperityngoitant Israeli interest. This concept derivedrirthe
understanding that the peace process needed tadkedby economic arrangements that would result in
improving the socio-economic situation in the oggi

“In the nature of things, the Israeli economy amel Palestinian economy are closely interrelatedner@ase
in the standard of living of the Palestinians isrétfiore an important goal for the achievement afdgo
neighbourly relations between the two peoples.elsemd the Palestinian Authority cooperate closely
locating employment opportunities and in creativlgsj for Palestinians. For example, a number ofessfal
job fairs which have provided employment, mainlythe field of construction, have taken place. lseael
the Palestinian Authority also cooperate in creag@mployment opportunities in the industrial zoae&rez
and Karni. About 3,500 workers are employed toddyraz, while the plans for Karni call for the diea of
tens of thousands of jobs”.

1.7.7.1999 — the Palestinian industrial estates program

The Palestinian Industrial Estates program (IEP3 l@anched in 1999 with a view to increasing pevat
sector employment, attracting foreign and inwaiiggte investment (including from Israel, the Pdléan
diaspora and Arab countries), contributing to thewgh of Palestinian economy, and generating prei
exchange earnings by promoting non-traditional espo

The IEP sought to address the physical need foarelgd, accessible, and well-serviced industriad.|din
also sought to establish a sound policy framewarlen which IEs were to operate. This framework,
captured in the Palestinian Industrial Estate Brek Zone Law (PIEFZL), is based on a public-pavat
partnership concept. In addition, PIEFZL establishe “industrial free zone” model, whereby entespsi
that produce goods primarily for export are exefinpin customs and other taxes if they operate on an
industrial estate which is part of the IEP.

This private-public partnership became a realitthwihe construction of the Gaza Industrial Est@H=] at

the Karni (Al Montar) border crossing. The Paldstinindustrial Estate Development and management
Company - PIEDCO, a private developer, signed g-tenm lease agreement to develop and operate the
GIE. At the same time regulatory authority, the eBtihian Industrial Estates Free Zones Authority —
PIEFZA, was established to oversee site developamahioperations. Five years after the launch ofEfe

the GIE remained the only industrial estate of thee originally identified. These were Rafah Indiast
Estate, Jenin Industrial Estate, Nablus IndustEatate, Khadoury Technology Development Center,
Tarqumyia Industrial Estate, Jerico Free IndustBatate, Qalgelia Industrial Estate and Dier ElaBal
Industrial Estate.

1.7.8. 2006 — the peace valley plan

In July 2006 Japan announced a plan for peace called "Corridor facBeand Prosperity," which would be
based on common economic development and efféingrghan on continuous contention over land.

Japan proposed its concept of creating "the carfficlopeace and prosperity” in cooperation witraddis,
Palestinians and Jordanians. The concept was th gadlaboratively to materialize projects that piatm
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regional cooperation for the prosperity of the oegisuch as establishing an agro-industrial patkénwest
Bank and facilitating the transportation of goods.

Japan said it was ready to prepare a feasibilitgyst for establishing an agro-industrial park aod
finance a project to facilitate the transportatiorginly, products produced from the above-mentioned
agro-industrial park to the above-mentioned distidn center of goods.

In March 2007, the government of Israel adoptediraportant, precedential decision, designating the
"Valley of Peace" plan as a "National Project" &lrintents and purposes, which would entail praorobf
and cooperation on economic development for Palast.

The Valley of Peace plan extends over the Great YRidley, spanning 520 kilometers of the Israeli-
Jordanian border, from the Red Sea in the SoutthetdYarmouk River in the North. 420 of those kikters
are on our border with Jordan, with whom we nowehpgaceful relations. 10% of this route extends ove
the future border with the Palestinians, who aneded of economic encouragement, as well as finhaitl.

The first projects would include the digging of tReace Carrier, to carry water from the Red Sethdo
Dead Sea; the cooperative development of agrielturd tourism; the establishment of a joint Israeli
Jordanian airport; the creation of railway conrewi between Jordan and Israel; the establishmeanh of
industrial area in Jenin and an agro-industrialaaire the Jericho-Demya region, with the aid of the
governments of Germany and Japan; and the devefdgpmned establishment of incubators for technoldgica
initiative.

The railway - transportation connection. The plan takes into account a railway - transpioraconnection
between Jordan and lIsrael, a link that will shordéstances, decrease costs, and develop new shipmen
opportunities between Europe and America and thedMiEast region. The Europeans are also proposing
the laying of two future railway tracks to conné&atrope and the Middle East. A track in the North ba

built between Irbid in Jordan and Haifa in Isragld another track in the South can be built towdrd<Red
Sea, tying Akabah, the Red Sea and the Ashdodrparsingle rail web. Railways of this kind canifiézte
integration of the Middle East with Europe and gateeeconomic momentum

The industrial area in Jenin. In the region of North Samaria, potential has beesated for the
development of an industrial area. The governmé@ermany has agreed to allot some $30 milliorhto t
establishment of such an area, and other goversnagatwilling to encourage their private comparices
open branches in the region. The towns of the de¥aley are also showing interest in this podgbiThe
area can be used to develop industry in the fiefdgextile, wood, and food products, and to devedop
logistical service array that can support this stduon the Israeli side. An industrial area oftkind can
generate tens thousands of jobs for the entire asdaas already happened in the Jordanian inaluzsbmne.

Agro-industrial development in Jericho: the Jericho region can serve as an agricultunaireefor the
entire Middle East. The government of Japan hasedf to aid in the development of industrial adtice
in Jericho, including a knowledge-rich industrigriaulture park, as well as an airport on the Joi@aside,
capable of distributing agricultural produce to #mire region. This project will enable the Wesink to
export produce to markets throughout the entireddidEast and raise the quality of life in the regio

In August 2007, Foreign Ministers of Israel, Jorddme Palestinian Authority, and Japan met in de@nd
formally agreed to go ahead with this plan.
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On November 2007 the leaders of Israel, Palestite Turkey signed a landmark agreement to establish
joint industrial zones in the West Bank set to tgeanployment for thousands of Palestinians.

The Ankara agreement paved the way for the eshadiat of industrial zones first in Tarqumia andntire
Jenin under the leadership of the Turkish Unio€leambers and Commaodities Exchanges (TOBB).

1.7.9. After Annapolis

At the summit in Annapolis in 2007, joint IsraeldBstinian industrial zone projects were designatkedn
object of future collaboration and a peace-buildimgiative between Israel and the Palestinian Autly
(PA). Major industrial zones backed by the WorlchBand European Union are slated to be construsted
the West Bank. At the same time of the Annapatisference, in a trilateral meeting held in Jerusatam
19" of November 2007, Tony Blair, along with the Réilan Prime Minister Salam Fayyad and Israel’s
Minister of Defense Ehud Barak, expressed a comemitrto revive the Palestinian economy and improve
living standards. Four projects were picked outeas

a northGazaemergency sewage treatment project;

the construction of an agro-industrial parklarichg

the development of industrial zones, in the areBaw§umiya, Jenin and other locations which will

create large employment opportunities both in ti@tsand the long term. Moreover, it will improve

services for the Palestinian industries and offgrastunities for regional and international bustes

cooperation;

the tourism sector.

The projects of planned Quick-Impact Projects, aded by Quartet Representative Blair, Palestiniamep
Minister Fayyad and Israeli Defence Minister Bavaére embedded in the PRDP, with the intention to
provide quick wins, create employment and encouaalgitional private investment.

1.7.10. The Palestinian reform and development plan — PRDPR 2008-2010

The Palestinian Reform and Development Plan (PRAR) presented by Prime Minister Salaam Fayyad at
the Paris Donors Conference on December 17, 2005 tiree-year plan aims to lay the foundationsafor
future Palestinian state and build its infrastruetand economy. It has been widely endorsed by rdono
governments, including the EU and the United Staksg with the International Monetary Fund and th
World Bank.

The PRDP presents a coherent development plarrdfiatts a frank assessment of the PA’s absorptive
capacity for project implementation. The developtregenda contains priority investments in govereanc
social, economics and private sector, and infragira development worth $ 1,895 billion over thrgzars.
The development budget increases progressivelythisthree year period — from $ 492 in 2008 t34 t
2009 and to $ 769 in 2010 — reflecting pragmatsuagptions by the PA of its own absorptive capacity.
Regarding the Economic and Private Sector Developnthe PRDP envisions an open, free market
economy based on the private sector, which it see#levelop through:

economic programs targeted at agriculture, indusirg services, tourism, and the construction of

new, affordable housing;

the building of economic capabilities, such asitigistrial and tourism sectors;

targeted support for small- and medium-sized ents=y;

36



seeking further markets for the Palestinian economy

In the economic development , the focus is varied, with an emphasis on developing the capacity and
competitiveness of the agricultural ( $ 66 millipmdustrial ( $ 78 million) and Enterprise invesint &
development ( $ 52 million), reflecting an aim ofgering a Palestinian trade-driven recovery.

The Quick-Impact Projects, which are incorporatethie PRDP are designed to provide near-term stisnul
and to illustrate the positive impact of paralletians by the PNA, Israel and donors to createpttoper
environment for Palestinian business to flourisheyl are selected based on this criteria: a) thidityato
create economic stimulus , create jobs and rexitahe labour market (Through grater Youth, womed a
micro-enterprise participation); b) the ability haild export-oriented businesses and supply clialkages
that can be replicated throughout the occupieddeyr c) the reliance on commitment from Israelémove
existing restriction and create an environmentterre-emergence of investment and private sectovth.

In particular, among other projects (2008-2010):

Program: Trade Infrastructure and Facilitation
Projects:

improved institutional arrangements at border éngsgCosts: $ 24 m);
improved infrastructure at border crossings (C&stm);

supporting marketing and export promotion; Impletagan of trade agreements; Implementation of
Paris Protocol (Costs: $ 6m).

Program: Enterprise Investment and Development
Projects:

enterprise learning fund-focus on export-orient®tES (Cost: $ 24m);

micro-finance and micro-credit services for runadlairban entrepreneurs (Costs: $ 9m);

finance & credit services to encourage establishiraébusinesses in “strategic” sectors —e.g. trade
services & logistics (Costs: $ 16 m);

build PNA capacity to oversee the provision, finahmvestment and credit services (Costs: $ 3m).

Program: Agribusiness Development
Projects:
agro-industrial park (Jericho) (Costs: $ 24m) depglent of post-harvest services sector-processing,
packaging, distribution, marketing, export promot{€osts: $ 13m);
rehabilitate farms, orchards & other damaged itfuasure (Costs: $ 8m);
natural resources conservation and reclamationd-dad water (Costs: $11m);
capacity building for Ministry of Agriculture and@dards Institute (Costs: $10m).

Program: Industrial Capacity Development
Projects:

= build municipal industrial parks — Tulkarem & Hehr@Costs: $ 23m);
- build border industrial parks — Jenin & Tarqumigoéts: $ 40m);

- capacity building for SME industrial establishmeptsductive & managerial capacity, quality
standards (Costs: $ 15m).
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But it's necessary to notice that the investmantie economic sector are only a little part a&f thsources
that are assigned for the PRDP, while we need derline that the economic development projectsviia
for creating an environment for investment anddratind, in the final analysis, to finally make Psiee
independent from foreign aid and from humanitagasistance.

1.7.11. From “valley of peace” to “towards Palestinian stae”

In May 2008 Tony Blair announced a new plan forgeeand for Palestinian rightSowards a Palestinian
Statein which there are some proposals about the induparks.

Jenin Industrial Park. Preparations for the establishment of the Jenimudtithl Estate have advanced
significantly over the last few months and condiorc can now start with the support of the German
government following agreement reached by the Gowent of Israel and the Palestinian Authority on
arrangements for water and electricity servicesauwess to the site. Construction of the indugbaak will
stimulate Palestinian economic activity by attmagti(foreign) investments and creating sustainable
employment and income generation in the regiorenfn] The park will improve services for the Paféan
industries and offer opportunities for regional amérnational business cooperation.

Tarqumiya Industrial Park. Following the decision of the Ankara Forum on Twgsd3th of November
2007, the Government of Israel and the PalestiAiahority have agreed to establish Tarqumiya Indaist
Estate, which will be located in Area C and B, dmdwhich, the precise location still has to beided.
Construction of the industrial park will stimulaialestinian economic activity by attracting (foreig
investments and creating sustainable employmenireodne generation in the region of Hebron.

Jericho agro-industrial project. The parties are cooperating and facilitating tHeres of the Japanese
International Cooperation Agency in establishingagro-industrial park in the Area of Jericho.

1.7.12. The Palestine investment conferences — 2008

Bethlehem — 21-23 MayThe Palestinian Investment Conference - PICttak place on Z£23% of May
2008 in Bethleherwas inspired by the success of the Paris DonorsféZence, at which the international
community committed to a comprehensive three-yeaeldpment and rehabilitation plan for Palestine.
During the Paris conference, different donor caaatcombined to pledge $7.7 billion toward the aband
economic development of Palestine. Inspired bygh@wv of support, the Palestinian private and publi
sectors, with the support of local social institas, came together to create this conferencefasia to
showcase the Palestinian economy and highlighintresstment opportunities in Palestine’s different
sectors, promoting investment in various promisagtors while building a strong network of local,
regional, and international business leaders. Dhéecence underscored the Palestinian Government’
reform plans for the public sector, intended to@ase efficiency in the private sector while stteaging
public and private sector partnership.

The target audience for the conference includedmbtes of Arab Business Councils, Arab Business
Associations, and General Unions of Arab Chambér€ammerce throughout the world; the business
community of the Palestinian Diaspora; Governmespiresentatives; delegates from international aid
agencies; Arab and Islamic financial committees @exklopment funds representatives; public figames
notable representatives of international, regioaal] local civil society institutions; local, rega, and
international media representatives; and the broad and international community.
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The objective of the conference included: showgpdiusiness opportunities and projects ready for
launching; demonstrating high-level political conmmeént from the Palestinian Authority to the investa

led growth of the Palestinian economy; educating ariorming potential investors regarding the local
investment climate; challenging popular perceptiabgut doing business in Palestine; promoting psonyi
investment opportunities in a variety of sectorspvecasing the business success stories of Palestine
creating linkages between Palestinian and inteynalibusinesses; initiating an ongoing dialoguavbenh

the Palestinian government, the Palestinian businoesxmunity, and international investors; and bogd
momentum for the removal of barriers that hindertrgaship between Palestinian businesses and the
international business community.

To endorse the policy of doing business in Palestintotal of 165 submissions were received ranfyiom
developed investment opportunities from well-esshigld market leader to young entrepreneurs with
innovative and imaginative ideas. All submissioresevevaluated by the PIC — Palestine Technical &irdt
submitted to the program committee for approvairejean agreed set of criteria. In total 105 prigend
concepts were approved for a total value of aboBt#J2 billion in these sectors: agriculture; finenc
information and communication technology; infrastuwe, real estate and construction; manufactudngi
tourism.

Nablus - The North Forum — 22-23 NovemberThe Palestine Investment Conference — The NasthrR,

on 22°-23“ of November 2008 held in Nablus. It followed upbe success of the first Palestine Investment
Conference that was held in Bethlehem in May 2008 primary objective of this conference was to
provide participants with investment opportunitiesthe North of the West Bank. The forum brought
together more than 200 Arab and foreign investoid more than 400 local businessmen from the West
Bank, Gaza and from within the Green Line.

The aims of the Conference were: to shed lightheestment opportunities in Palestine, with a foonghe
northern regions of the West Bank and the sectbmsterest; to provide investment opportunitieddoal
and foreign investors, by showcasing suggestiongifojects on hold, or funding new projects; toistss
local businessmen in identifying, studying and poting viable business opportunities that have the
potential to attract local and foreign investor&1P million of projects were announced at this féoence

in Nablus.

On the sidelines of the conference, the Palestimaastment Fund (PIF) and the municipality of Nesbl
signed a memorandum of understanding to estalishdastrial zone on an area of 120 dunams in iabl
to cost $25 million in the first phase, then toebganded to 350 dunams at a total cost of $85amillin
addition, a solid waste treatment project in theegnorate of Nablus, to cost $2.1 million, was lehed.

During the four sessions of the conference, whishused infrastructure, industry, agriculture dahestic
tourism, the Palestinians tried to convince thaialAcounterparts and Palestinians living in theputaa of
the opportunities available in the Palestinianti@ies and especially in the northern parts of\fest Bank.

1.7.13. The program of the thirteenth government — august @09

Palestine: moving forward — Priority Interventions for 2010.

2009.In August 2009, the 13th Government of the Pal@stifNational Authority (PNA) announced and
published its program to unify Palestinian sociahd friends in the international community behihé t
effort to end the occupation and establish theeSthtPalestine in two years. This document setstluit
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PNA'’s high priority interventions to be initiated continued in 2010 to implement this program. Reiey
the economy to initiate a sustainable recovery and to rebtlie national economy as a pillar of a modern
Palestinian state, the Government has definedypptiorities in seven domains:
creating an enabling investment environment througler alia, tax incentives to local and foreign
investors, modern investment laws and regulationgsamote investment and economic activity;
promoting the role of private sector in social @ednomic development;
support Palestinian products and expertise;
developing national human and natural resources;
developing infrastructure, including industrial 2snelectricity networks, roads, crossing points, a
other critical infrastructure to reduce productmsts and enable Palestinian products to be more
competitive in the domestic, regional and inteioradi markets;
transmit knowledge and support Palestinian innowati
expand bilateral and multilateral cooperation.

Regardingnfrastructure the Government has defined policy prioritiesisndomains:
- develop infrastructure in rural and marginalizeelaa:;
- develop and maintain existing infrastructure;
- develop large infrastructure projects;
- develop regional infrastructure;
- ensure local participation in developing infrastuue;
- improve local implementation capacity.

2010.The Ministry of Planning and Administrative Devetognt and the Ministry of Finance have worked
closely with all government ministries and relevagdvernment agencies to define and initiate the
interventions, which are defined in the Programha thirteenth Government and in January 2010 they
submitted the document: “Palestine: Moving ForwaRIgority Interventions for 2010".

The list of priority interventions highlights a &btof 201 development projects which the Council of
Ministers has decided to categorize as high pyianitiatives for implementation through 2010 arelbond.
Some of these projects are already funded andeang lmplemented on the ground. Others are funded,
partially funded, and are due for implementationefe are also many projects which are either uredrat
which have yet to move beyond the pledging stage.

We report the previous interventions which aredishko the Industrial areas.
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Table 1. 6. Interventions linked to the industrialarea

Cost
Project Name Scope Responsible Body Estimate Status
(USD ' 000)

Develop the electricity throughout

industrial zones Homeland PEA 3,700 Ongoing
Northern

Bethlehem Industrial Zone Governorates Palestinian Industrial Estates 10,316 Funded

and Free Zones Authority
(PIEFZA)

Northern

Jenin Industrial Zone Governorates PIEFZA 14,737 Funded
Northern

Jericho Agricultural-Industrial Zone| Governorates PIEFZA 66,341 Funded
Northern

Beit Hanun Industrial Zone Governorates PIEFZA 10,000 Not funded
Northern

Khaduri Industrial Zone Governorates PIEFZA 10,526 Not funded
Northern

Tarqumiya Industrial Zone Governorates PIEFZA 10,612 Not funded
Northern

Gaza Information Technology Zone Governorates PIEFZA 5,875 Not funded
Northern

Rafah Local Industrial Zone Governorates PIEFZA 9,559 Not funded
Northern

Gaza Industrial Zone (Wagf property) Governorates PIEFZA 12,717 Not funded

Business incubators (Palestinian Ministry of National

Business Administration and Homeland Economy (MoNE) 5,313 Not funded

Information Centre)

Rehabilitate and upgrade industrial

installations and small enterprizes Homeland MoNE 8,988 Not fundegd

Install a solar power station for the Northern

generation of electricity in the Governorates PEA 5,263 Funded

Jericho Industrial-Agricultural Zone

Source: Palestinian National Authority

For reaching these goals, the MoPAD and MoF estaddi a process which plans to involve:

Working with the responsible PNA bodies and intéomal partners to secure funding for
development projects which are currently unfundednty partially funded.
Tracking the conversion of pledges into hard commaitts and disbursements.
Monitoring and evaluating the outputs and outcoofésplementation of projects.
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2. The West Bank and the Jenin industrial district: aneconomic
analysis

In this chapter we analyze incomes and consumptibrgeneral and local level of West Bank and Jenin
The data are a result of a complex operation distitamatching of dishomogeneous sources obtained
STATA software, through the planning and the indign of particular lists of practical codes. Withs
data we have obtained two social accounting matriedating to 1998 and 2008, available for Palestin
West Bank and Jenin areas.

The matrices give important information about tlharection between the data of institutional acdognt
and the micro-data supplied by the Palestiniani@eBureau of Statistic (PCBS) and by other in§tis as
the World Bank and the FAQ@&tabase FAOSTAT

This work permit us to evaluate the socio-economigact of the new Industrial and Logistic Area be t
local pre-existing economy. Thanks the analysis fossible to simulate different scenarios of tgwament
and to find out possible problems or possible opities to exploit for the future.

2.1. The structure of incomes

2.1.1. Poverty and inequality in Palestinian Territory’s Households

Poverty and economic inequality take different fsrnconnected to a variety of local , regional and
international factors. For Middle East Arabic cote, and particularly for the Palestinian Tergtoit is
necessary to understand the regional economicdstaeyj@nd how regional policy and internationdd nmay
built the pre-requisites for economic growth anddocial development.

We have estimate a local social accounting matixJenin Governorate, for 2007 base year, andthkso
two matrices for West Bank and all the Palestiniarritory. It is a suitable tool to analyze actual
equilibrium and the consequences of alternativicigsl

2007 PCBS’s Households Survey data, 2007 Censasathat 2007 Labour Force Survey data have been
merged to a consistent database that maps inconfaslbasic aspect:

- income quintiles;

- main sources of income;

- household size;

- education level;

- type of locality.

Income quintiles. Income percentiles have been built after the défimiof an equivalence scale, using
parameters declared table 2.1 The process reflects the common sense notionathadusehold of six,
seven persons will need of a higher income thanglesperson living alone to enjoy a comparabledsad

of living. It takes into account both the greatecdme needs of larger households and also the scale
economies achieved when people live together, ¢éh Hausehold goods, typically housing, can be share
This method make possible to compare householdtfieyent size and composition.

The equivalence parameter scales give differengigito each household member, according to hés rol
within the group. We distinguish children by agé¢oithree groups: 0-4, 5-13, 14-17 years old. We als
distinguish husband and wife, within the group dtilts, and additional adults aged 18-64. Finally w
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assign specific weight to members aged more thaft@divalised income is calculated by firstly agdig

an equivalence value from the Perali EquivalenadeSto each household member. These individuaksgalu
are then summed to give a total equivalence nurdoeghe household. The household gross incomeeis th
divided by this total equivalence number to prodtlee equivalised income. A household consist of one
person which has an equivalised size of 0,81. 8ipgrson households generally need less money than
couples, hence when their income is equivalisettieases in relation to a couple with the samerire

Equivalised household incomes were calculated doimJGovernorate and then ranked in ascending order
and divided into quintiles. Households have the dstwequivalised income in the first quintile. All
individuals in the household were then allocatethtoequivalised income quintile to which their kelbold
belonged. With reference to 2006, the income demare shown itable 2.1

Table 2. 1. Income and sources of income by grosguévalent income quintile group, West Bank 2006

Weighted | Number of | Monthly Source of income per quitile
Self Social
number of | households| household| Wages and| employ- aids Other
in the and

households| sample income salaries ment | pensions| sources
Gross Equivalised Percentage of gross monthly household
income quintile group Number Number UsSs$ income
Lowest twenty percent 82 508 186 266 52 27 4 17
Second quintile group 82 508 174 437 54 22 4 20
Third quintile group 82 508 166 644 53 27 6 14
Fourth quintile group 82 508 160 877 56 26 4 14
Highest twenty percent 82 508 149 1589 51 22 6 20
Total households 412 540 835 724 53 24 6 17

Source: our elaborations using the PCBS Income SuR006

Household income range from an average of 266 $mthmin the lowest quintile to 1,589 $ a monthhe t
highest. The most remarkable difference is betwherfourth and the fifth quintile, where income rasv
from 877 $ to 1,589 $. To understand this formnafquality it is necessary to analyze the distrdoutdf
each source of income on the respective quintiles.

Graphic 2. 1. Distribution of incomes, West Bank 206
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Source: our elaborations using the PCBS Income e§u2006
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It is clear graphic 2.1) that the inequality becomes from social aids pedsions and from other sources.
To better understand this inequality it is necestaanalyze in detail this sources of income.

Main Sources of income Households received income from a variety of sajrtfee most important are
wages and salaries, self employment, social aids pemsions, other (with interest on investments and
remittance).

For the purpose of this analysis, wages and salamee distinguished into three group:
- wage and salaries from private sector;
- wage and salaries from public sector;
- hired labour income from international organisation

Also, income from self employment were distinguislhe economic activity:
- self employment income from agricultural sector;
- self employment income from industries and seryices
- income from sales to international organisation.

The macro group income from social aids and pessire distinguished as shown:
- income from pensions;
- income from public social aids;
- income from international organisation aids.

Finally, the macro group other income were distisiged into three subgroups:
- remittances from households which lives in Paléstiterritory;
- remittances from households which lives in othemtoes;
- capital income.

Tables 2.2.and graphic 2.10-13in appendix A show the distribution of gross income sourcesdach
income quintile, by equivalised household incontee Various sources of income are shown as a pagent
of the total gross income of the quintile.

The inequality between the fourth and fifth quimtils generated by self employment in international
organization, pensions, public social aids, remdés and capital incomes. A data unexpected retyard
public social aids, where rich persons receiveddté of the total amount.

Household size.Another important character from which depends itftome distribution is the size of
households. We have divided the households indigeps:

- 1 person;

- from 2 to 4 persons;

- from 5 to 8 persons;

- from 9 to 10 persons;

- more of 10 persons.

Next table shows the link between the size of hioolsis and the quintiles of gross total income.
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Table 2. 2. The total income household per size amer quintile, West Bank 2006

Size (number of persons)

Size (number of persons)

Gross income From2 | From5| From9| More From2 | From5| From9| More
1 to 4 to 8 to 10 | than 10 1 to 4 to 8 to 10 | than 10

_ Percentage of gross monthly total income pgr Percentage of gross monthly total income p

quintile group . I
size quintile

Lowest twenty
percent 4 5 5 5 5 19 20 20 20 21
Second quintile
group 9 10 10 10 10 21 20 20 20 19
Third quintile
group 14 16 16 15 15 21 20 20 20 19
Fourth quintile
group 21 24 24 24 22 20 20 20 20 20
Highest twenty
percent 52 45 45 44 48 24 19 19 19 19

Source: our elaborations using the PCBS Income &§u2006

We can affirm that the 52% of households composeshle person are in the highest quintile of incoama]
that the 24% of this quintile is composed by hoos#d of small size. The distribution of income toe
other sizes is homogeneous and there is not diiferérom the second to the higher size. Then, dtead t
monthly income per household seems independent iicomposition; surly a single person has a major
probability to join the highest quintile of incom&/e have also analyzed the distribution of incoreegize

of household in monthly employment and self emplegimincome t@bles 2.42-43n appendix A). The
result of this analysis is that, in a country as test Bank, where the unemployment rate estinfatetthe
2008 is about 19%, to found an employment meansate the 66%draphic 2.14.in appendix A) of

probability to come out from poverty and to joinetmajor levels of richness.

A similar analysis was carried out for the West Bamd for Jenin area: we have divided the grosa tot
monthly income for each single size of househotus far quintile. Frontables 2.44-46in appendix A, we
arrive to four important classifications:

- the households with only one person are, with dagdodity major than 70%,

quintiles of income;
- from 2 to 10 persons there is a strong variahititthe distribution;
- from 10 and more persons the households are wetb7Po of probability in the two lowest quintiles
of income; they are poor households.

in the two highest

To have a large household is certainly an aspecboéitioning from the economic point of view aml a
important result of JILA project is to create instlarea about 5,000 new direct employment oppdiasi
improving so the social-economic conditions of lehaids.

Education level Our objective was to verify the influence of thducation on the distribution of income,

and to do this we have created a scale of valuaiiaded in ten different levels of education:
- llliterate (1 point);
- can read and write (2 points);
- elementary (3 points);
- preparatory (4 points);
- secondary (5 points);
- associate diploma (6 points);
- bachelor (7 points);

- high diploma (8 points);
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- master (9 points);
- Ph. D (10 points).

Table 2.47.in appendix A, shows that there is not direct elation between the level of education and the
distribution of incomes among the five quintiles,fact the value is about 3.3-3.4 which correspdondzn
elementary instruction. The data is not encourafpng/oung people and for the creation in the count
human capital. Surly, following studies are necesga increase the incentives to the human capital
formation in view of a future social-economic de@hent.

We have also analyzed the level of education fea@nd for the proximity to the elementary schoarts
table 2.48.in appendix A, shows that the distance from schahnother important factor. To live at more
than 5 km from schools means to have a lower lefvetiucation.

Type of locality. The household location on the territory dependmfthe distribution of income in the
urban, rural and foraging fields aredsble 2.49in appendix A, shows that the 52% of households il
urban areas, where incomes are higher; the 38%rlivaral areas and only the 10% live in foragirejds.
Clearly the cause of the migration from camps taorareas is linked to the inequality distributimin
incomes in the different areas.

2.1.2. Indicators of inequality

We have calculate for each sector of economic ictiwo indices of inequality of income or wealttalfle
2.50.in appendix A):

- the Gini coefficient can range from 0% to 100%. A low Gini coefficienticates a more equal
distribution, with 0% corresponding to complete &dy, while higher Gini coefficients indicate
more unequal distribution, with 100 % correspondmgomplete inequality;

- theTheil index is similar to Gini coefficient but it benefits frothe decomposability property.

For the agricultural, manufacturing and commerag#ose in Jenin we have the highest percentagesrof G
coefficient (20-25%) and also for Theil index (abti%).

2.2. The labour market in West Bank and Jenin

The purpose of this paragraph is to provide infitram on the West Bank and Jenin labour marketdaat
then be used to develop, manage, evaluate andtrepolabour market policies. The main statistical
objectives of the Labour Force Survey is to divide population of working age, into three mutually
exclusive and exhaustive groupgersons in employment, unemployed persons andvegmrsons and to
provide descriptive and explanatory data on ea¢hexfe categories.
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Table 2. 3. The force labour in West Bank and Jeni2006

LFS WB | LFS Jenin
(%) (%)
Total population 100 100
Population 65+ years of age 6 5
Employed, 65+ years of age 11 12
Working age population (15-64 years of age) 95 94
Inactive 56 52
Active 44 47
Employed 78 80
Unemployed 22 19

Source:Our elaborations using PCBS Labor Force 8ui2006

Table 2.3.shows that in West Bank the 44% of working ageubatipn (15-64 years of age) are actives
persons; the 47% for Jenin area. We can dividathee persons in employed and in unemployed. &tesr

of unemployment for West Bank and Jenin are respdgtthe 22 % and the 19 %. Frotable 2.51.in
appendix A, we can see as the 19% of employed pgisdNest Bank are females (the 81% of females hav
a work) and the 81% are males (the 76% of maleg lsawork). For Jenin the percentages are slightly
different, with a 24% of employed females and a T6étes.

In Jenin the 67% of unemployed persons live inlraraas, and the 67% are between 25 and 54 yeahrs ol
The data is different for the West Bank, where dhly44% of unemployed persons comes from rurasare
and where the 38% are young people (15-24 yeals Alglo the level of education could be a valuation
criteria that exert an influence on the occupatcy,we can notice that about the 88% of persotisowt
education have a work, in opposition at the onl§688f persons with an high level of education. THesm
table 2.52.in appendix A, on the distribution of unemploymer can verify that the unemployment rate is
higher for the people with an high level of instion (65% for the secondary education and 22% for
academy education). It is clear that this is a wog data on which to reflect for the future, espltg on the
choice of suitable social-economic policies.

Table 2. 4. Employment per sector of economic actty, West Bank and Jenin

Share of total| Share of total
employment | employment
LFS WB LFS Jenin

Sector of economic activity % %
Agriculture 15 27
Manufacturing 13 10
Construction 11 11
Commerce-hotels 19 16
Transport-storage 6 5
Other 36 31
Total 100 100

Source:Our elaborations using PCBS Labor Force 8u2006

Table 2.4shows the percentage distribution of employmerd. riat Jenin the 27% of employment is on the
agricultural sector, the 16% on the commerce dgtighd the 11% on the construction sector. For the
construction of Jenin Industrial and Logistic Atea commerce and the construction sector will iaseeof
the 100% in terms of employment and income; nog,dmlit the construction absorbs the work force pada
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of West Bank. Jenin is an agricultural country (2@%occupancy in the sector) and also this economic
activity will increase in future thanks the logistirea foreseen from JILA project.

2.3. The structure of consumptions

The consumption analysis was carried out rankingsbbolds incomes in ascending order and divided int
quintiles, with households with the lowest incometlie first quintile, in order to examine expenditu
patterns between different income groups. We hdse analyzed the distribution of consumptions for
income and for type of locality. Before to analyhés distributions we show the total shares of exitere
for sector {able 2.5). In West Bank the highest expenditure is for fq88% of total income) and for
transport (10% of total income).

Table 2. 5. Distribution of gross total income pesector

Sectors Estimate
%

Food 38
Beverage 2
Wearing 7
Housing 7
Furniture 4
Medical care 5
Transport 10
Communication 3
Education 3
Recreation 5
Personalcare 3
Tobacco 5
Others 5
Social security 0

Source:Our elaborations using PCBS Consumptione&Su2006

2.3.1. The distribution of consumption per income

Households in the lowest income group spend abdwuthalf of their total expenditure on food, andsthi
consumption has heavy repercussions on their psirtpepower.Table 2.6.shows that the percentage
expenditure for food is indirectly proportionedth® income: it decreases when the level of incoaees.
The highest twenty percent of income group spenug one third of their income on food and this
households can spend more for wearing (9% respeet% of the first class), transport (14% respeet%
of “poor” people) education (the double of the tfickass) and recreation (6% respect the first Llddse
influence of beverages on income is the sameliftmeaquintiles of income.
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Table 2. 6. Expenditure share per quintile of incora in each sector, West Bank 2006

Gross Equivalised
income quintile group

Lowest twenty
percent

Second quintil
group

e Third quintile
group

Fourth quintile
group

Highest twenty
percent

%

%

%

%

%

Food

Beverage

Wearing

Housing

Furniture

Healthcare

Transport

Communication

Education

Recreation

Personalcare

Tobacco

Others
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A particular data concerns the consumption of toba@ not primary good, but equally a good of large

consumption among the households at slow income.réason seems to be linked to the habit propérty o
tobacco, who generates dependency.

Source:Our elaborations using PCBS Consumptione&Su2006

Some areas of expenditure are more important@méifare of individuals, so the consumption of dde”
as the healthcare, the education, the recreatidthencommunication creates inequality in the ggclerom
table 2.6. we can see as with a major income tpereture in this sectors increases, then it igrdleat this
goods are still inaccessible for “poor” people. Yurbugh appropriate economic policies it is pbkesio
change this situation and to supply this imporgodds to the majority of people. To create jobthamarea
and to increase the local economy could be, sariyst important step towards development.

Graphic 2. 2. Engel curve, consumption of food pegquintiles of income, West Bank 2006
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We have shown that the most important item of edjtere is the fooddraphic 2.2), and for this reason we
have analyzed more in detail the composition of ggctor.Table 2.53.in appendix A, shows that the
consumption of bread and cereals, vegetables, sughr confectionary products remains constant ¢o th
increase of income, but evidently it has not theesaveight on different incomes, and it decreasehdo
raise of income. This goods are primary goods, tiese a low cost, they are essential for the altatem
and for this reasons it is normal that their congstion is fixed for all the income categories. Canyt the
consumption of meat and poultry, fish and sea prtsqgldruit, non alcoholic and alcoholic beverageséase

to the raise of incomes. Surly a more high pricéhef goods reduce the choice freedom among ther*po
people, even if the nutritional importance of maad fruit is certainly not negligible.

2.3.2. The distribution of consumption per area

The different households location seems not affegit expenditure and the only major differencecawns
once the food consumption.

The next table shows that the percentage movestten37% of urban areas to the 40% of foragingi§iel
where household incomes are lower. The transpertsin a significant sector of expenditure, equally
distributed for the three studied areas; in chaptere will better analyze this sector that appetilstoday
underdeveloped. The roadways problems representroags handicap towards development and the
economic growth will be possible only improving thiiciency and the effectiveness (times, costsysty,
etc.) of this key sector.

Table 2. 7. Expenditure share per area in each sect West Bank 2006

Gross Equivalised Urban Rural Foraging fields
income quintile group areas areas areas
% % %
Food 37 39 40
Beverage 2 2 2
Wearing 7 7 7
Housing 7 7 8
Furniture 4 4 3
Medical care 5 4 5
Transport 10 9 10
Communication 3 3 3
Education 3 3 3
Recreation 6 4 5
Personalcare 3 3 3
Tobacco 5 5 5
Others 5 5 4
Social security 0.07 0.14 0.06

Source:Our elaborations using PCBS Consumptione&Su2006
The difference of food in different areas depersjgeeially from the bread and cereals consumptiainle€

2.54.in appendix A), which reaches the 9% in foragimddk areas respect the 7% of urban and rural areas
Also the expenditure for alcoholic beverages iatmeon foraging field areas.
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2.4. The primary sector production in Palestinian Territory, West Bank and
Jenin

The Palestinian agricultural sector is vital to tdwerall economy, as noted by growth in economoovery
since 2003 (World Bank, 2006). As a sector it empl15.2% of the formal workforce, and up to 39% of
informal workforce as of last year. Agriculture eos 30% of the total area of the Palestinian Taarit

For years, the agricultural community in West Bamid Gaza Strip (WBGS) has been affected by land
confiscation, lack of access to arable areas, gsruction of assets caused by conflict. In 2@@iljtional
hardship for farmers brought about by weather d@rdi (drought and frost).

These combined factors along with facts and figimedsw impede the sector’s ability to thrive andhiage

its potential in a traditionally agrfzultural area. As a vital economic sector, agrigalthas a long success
rate in generating economic growth. For most conitiasin the WBGS, agriculture remains an important
source of income and provides means to affordabkhffoods. Investment in agriculture providesliatte
means of providing sustainable development atadively low cost compared to other sectors.

In general, agricultural production in the WBGSaimed at domestic consumption, with only about 20%
being produced for direct retail. Israel is the manporter of Palestinian produce and the main kbeppf
agricultural production, with 53.5% of exported iagltural commodities being directly absorbed bg th
Israeli market, and 76.6% of agricultural commaditimported by the Palestinian Territory comingeclily
from Israel.

Agricultural products account for 25% of exportdeafrom the WBGS. Fruits, olives and olive oil,
vegetables are the primary export products fromWWHEGS to Israel as well as abroad. Much of thehfres
agricultural products consumed in lIsrael, alonghwilive oil and other produce, are imported from
Palestinian areas, and these products are notatlffidefined as “imported goods”.

Fruit trees production. Despite the slight increase in the area planteld fuifit trees, there is no significant
increase in production due to variations in thedpation of olive trees (one year with high yieldlahe next
with low yield), which represent 80% of this ar€arthermore, new-planted groves of orchards neeerake
years before they begin yielding. But the most ingrat reason is the lack of convenient care such as
ploughing, spraying against pests, weeding, prynétg due to the lack of machinery in hilly parfstie

WB and in the sand dunes of GS.

The abrupt turn away from the use of human forakammals in the fields to full dependence on maes$)
especially agricultural tractors which lack in teraf numbers, distribution, suitability and mairaeoe led
to the neglect of most fruit tree groves, turnihgn into forest areas rather than economical aguiel
areas. Tractors and know-how of using them arenéabé¢o the development of this important brané¢h o
agriculture, which covers 66% of the total planaeéa in the PT.

It is important to note that the production of frirees is insufficient and does not fully covecdbneeds.
This explains why some products are imported freradl. It is possible to improve productivity, ender
the horticulture sector more profitable and to dase the gap between production and consumptiasiby
methods, which sustain both fruit trees yards aadhimes.
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Table 2. 8. Planted area for culture in PalestiniaTerritory

Classification Planted Area in Dunums Planted Arean Dunums Planted Area in Dunums
2006/2007 2005/2006 2004/2005
Vegetables 187 344 192 961 179 139
Irrigated close 41 403 42 000
Irrigated open 109 409 112 000
Rainfed 36 532 40 000
Crops 482 494 496 006 506 686
Wheat 202 165 211 000
Barley 110974 109 000
Fruit & Citrus trees 1164 562 1136 693 1147 525
Olives 926 000
11 trees per dunum
Grapes 72 000
58 trees per dunum
Other 69 913
Banana 2670
Pomegranate 1078
Fig 14 060
14 trees per dunum
Nuts 50 104 48,000
Almonds irrigate 975
28 trees per dunum
Citrus 26 800 27 000
Total Planted Area 1834 851 1 826 096 1833 350

Source: PCBS

Vegetable production. The production of vegetables varies according & gbason and depends on the
availability of water or rainfall. The stagnatiamthe size of planted areas while productivity anatuction
increase is due to the transformation of vegetapbkn fields into protected fields, i.e. green hsusbose
productivity is three times superior to that of npields.

Despite the relatively high production of vegetabie still does not meet the increasing demandtdube
lack of appropriate machinery especially tract@sduin ploughing and land preparing (rootivatingkig,
mulch-covering, etc), crops serving (spraying, viegdtransportation...etc) and marketing. This leta
delay in production and to irregular distribution.

Field-crops production. Despite the seasonal fluctuation in both the arehpmoduction of field crops, a
slight decrease in both of them can be noted. Mewsgroductivity and production are still low add not

cover the increasing needs. About 85% of the denoanfield crops is covered through imports dueh t
dependence on rain-fed farming, the wide rangeeaéanal rainfall and the lack of suitable machirtery
replace the high-costing human and animal forcesr& are not enough tractors or other suitable mesh
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for ploughing, seeding, serving, reaping and hdinvgsvhich explains why production dropped from one
million dunums in 1970 to less than half a million in 2001.

Table 2. 9. Private Costs & returns in Euro per duum at farmer level

Cucumbers| Tomatoes Onions Wheat (Anhaxrley (Delta)) Coriander
Total Revenue 1092.90 874.32 400.73 110.16 79.11 3.77
Total Costs 859.29 883.88 213.88 76.13 73.13 57.1
Fixed Input 117.94 331.06 90.16 30.05 29.05 26.05
Direct Labour 420.77 291.44 34.56 22.04 15.03 24.04
Intermediate Input 320.58 261.38 89.16 24.04 29.05 7.01
Profit 233.61 -9.56 186.85 34.03 5.98 16.67

Source: PCBS

From table above labour constitute 48.97% of totats for cucumbers, 32.97% for tomatoes, 16.16% fo
onions, 28.95% for wheat, 20.55% barley, 42.1% doriander. While total cost account for 78.62% of
revenue for cucumber, 53.37% for onions, 69.11%wheat, 92.44% for barley and 77.4% for coriander
respectively. The tomatoes production is not pabfié due to the not optimum use of resources.

2.4.1. The primary sector production from Accounting Socid Matrix (SAM)
2007

The objective of this paragraph is to analyze thimary sector production in terms of total interriade
consumption, value added, imports, total value rofdpction and inputs. In the Social Accounting Natr
(SAM) this sector was analyzed for each sourcerofiyction (tables, but for simplicity and for bette
understand the data, we have aggregate the priseatygr in agricultural (crops, vegetables and treies)
and livestock (cattle, sheep and other livestock).

Table 2. 10. Primary sector production in Jenin, 207 (data in thousands dollars)

Crops | Vegetables 't:r:auéts Cattle Sheep | Other livestock Total
Total intermediate
consumption 10913 29 832 4 009 655 16 928 3 602 65 940
Added value 8119 27 151 5208 4949 14 13p 2040 61 598
Imports 6 794 11 156 1501 3 862 2 298 4 287 29 898
Total value of
production (Jenin) 25 826 68 139 10718 9 466 3335 9 929 157 436
Total value of
production
(Palestinian Territory) 84 977 474 103 150 843 62 144 204 0p4 137 710 18413

Source: Our elaboration using the data from Sogietounting Matrix (SAM)

! Dunum corresponds to 1,00¢ in Palestinian Territory, and to 2,506 im Iraq.
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Graphic 2. 3. Primary sector production in Jenin, D07
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Table 2.10shows that in Jenin the total value of producf@griculture and livestock) is about 157 million

dollars:

- about 66 millions dollar concerns the purchasepfiis from the local economy (seeds, feeds, etc.);
- about 62 millions dollar as added value from thedpction;
- about 30 millions dollars from foreign imports.

The 14% of total value of production of Palestiniberritory comes from the Jenin area, but the most
important production concerns the crops, with a 30%he total Palestinian production. A data tleharks
the importance of the agricultural sector on th@nlcal economy.

Table 2. 11. Primary sector production in West Bank2007 (data in thousands dollars)

Crops | Vegetableg Fruit trees | Cattle Sheep Other livestock | Total
Total intermediate
consumption 21901 | 117321 40 242 3610 96 816 31555 311 446
Value added 15489 | 108 324 52 325 27 258 80 823 17 868 302 p87
Imports 15 760 46 173 18 758 21 273 13 143 37 553 152 60
Total value of
production (West Bank) | 53 150| 271818 111 326 52114 190 782 86 976 766 193
Total value of
production
(Palestinian Territory) 84977 | 474103 150 843 62 144 204 064 137 710 1B413
Source: Our elaboration using the data from Sogietounting Matrix (SAM)
Table 2. 12. Share of Jenin primary sector productin on the West Bank, 2007 (data in %)

Crops | Vegetableg Fruit trees | Cattle | Sheep| Other livestocks Total
Total intermediate consumption 50 25 10 18 17 11 21
Value added 52 25 10 18 17 11 20
Imports 43 24 8 18 17 11 20
Total value of production 49 25 10 18 17 11 21

Source: Our elaboration using the data from Sogiatounting Matrix (SAM)
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The total value of production in West Bantakiles 2.11-13.is about 766 million dollars (the 21% is
produced in Jenin), the 69% of Palestinian Tewitébout the 50% of the West Bank crops producton
produced in Jenin.

The next tables shows the link between the prinsagtor production and the sources of provision¥eimn
and West Bank.

Table 2. 13. Primary sector production and inputsn Jenin, 2007 (data in thousands dollars)

Crops | Vegetables It:rreu;ts Cattle Sheep | Other livestocks Total
Agricolture 2112 3212 414 107 4 864 0 10711
Livestock 61 552 159 0 0 1939 2710
Processing food 12 0 0 27 1224 519 1782
Manifacture 2724 12 553 1571 142 675 172 17 837
Water. electriciy, gas 1 096 2 655 61 6 164 22 4004
Construction 0 50 50 10 260 34 404
Private services 4 828 10 498 1320 3 848 53 17 550
Public servicies 0 0 0 360 8 893 863 10 116
Total 10 833 29 520 3575 655 16 928 3 602 65113

Source: Our elaboration using the data from Sogietounting Matrix (SAM)

Table 2. 14. Primary sector production and inputsn West Bank, 2007 (data in thousands dollars)

Crops Vegetables| Fruit treeg Cattle Sheep | Other livestocks | Total
Agricolture 4 560 12 586 5495 1100 49 798 0 73538
Livestock 107 2194 1181 0 0 6019 9 501
Processing food 19 0 0 277 12 530 14 122 26 947
Manifacture 4 828 49 611 16 153 1449 6913 4 690 83 644
Water. electriciy, gas 2 183 10 403 1016 63 1678 590 15933
Construction 0 197 345 99 2 662 937 4 240
Private services 10119 41136 13161 32 8679 1445 74 572
Public servicies 0 0 0 590 14 556 3753 18 899
Total 21815 116 127 37 351 3 610 96 816 31 555 307 275

Source: Our elaboration using the data from Sogiatounting Matrix (SAM)
In Jenin the vegetables production “takes” abontilBon dollars from the agricultural sector (seepknts,

etc.), 552,000 $ from livestock (natural fertiligeetc) and so on for each sector, for a totaltiapouount of
29.52 millions $.

2.4.1. A space comparison: agricultural production in Palstinian Territory and Syria

We have analyzed the main differences in the algui@i production in two different areas, OPT (Ogieal
Palestinian Territory) and Syria, in terms of proiion, value of production, yield and import.

The value of production of the Palestinian Tergit@hown intable 2.15. moves from 1% to 5% of the Syria

production, and although the proximity of countribere is a strong variation in the prices. Thesftalian
prices are one third lower than Syrian prices.
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Table 2. 15. OPT and Syria agricultural production,2007

Crops Vegetables Fruit trees
Area - ha- Syria 3633775 667 930 190 176
(thousands dollars) | OPT 45 997 107 140 21 861
Share (%) Opt/Syria 1 16 11
Production Syria 7 533 557 2756 221 2219 097
(thousands dollars) OPT 208 792 539 955 176 543
Share (%) Opt/Syria 3 20 8
Prices Syria 33 805 6971 20971
(thousands dollars) | OPT 11 291 1 802 5843
Share (%) Opt/Syria 33 26 28
Yield (%) Syria 207 413 1167
OPT 454 504 808
Value of production | Syria 254 670 423 19 214 560 46 535 818
(million dollars) OPT 2 357 509 973 183 1 031 549
Share (%) OPT/Syria 1 5 2
Import Syria 2 210 846 0 122 994
(thousands dollars) OPT 221100 0 59 000
Share (%) OPT/Syria 10 - 48
Import on Syria 29 0 6
production (%) OPT 106 0 33

Source: Our elaboration using the database FAOSTAT

2.5. The SAM methodology to describe and analyze locatenomy

The study employs two Social Accounting Matricese dor the entire West Bank and a local one for the
Jenin Governorate which incorporates the tradedlbatween the two areas and the rest of the ecanamy
initial assessment is carried out by employing rindtipliers obtained from the two SAMs while a more
accurate analysis is conducted later using a $paganal computable general equilibrium modelejcd he
analysis of the SAM multipliers reveals useful mf@tion on the main characteristics and the stractd

the local economy which are employed during theeganequilibrium model programming for a more
accurate representation of the economy. The migltgolre further employed to conduct some simuiatio
obtain a preliminary assessment of the overall ghp&the industrial park on the local economy.

Finally the spatial general equilibrium model wiilicorporate intra and interregional trade flowsngsa
mixed complementarity framework where transportstcoand barriers to trade will be taken into
consideration and will affect the overall assesdnoérthe project. The presence of barriers toairand
inter-regional freight flows is an extremely impamt aspect for the West Bank local economy given th
numerous Israeli road blocks, closed areas, remfricoads and growing settlements that undermine
Palestinians’ ability to trade and can reduce tbeeqtial benefits of the project. The spatial cgé also
incorporate the results of a micro transportatieseasment study devoted to the analysis of fréigivs and
costs within the Jenin and the West Bank territory.

2.5.1. A social accounting matrix for Jenin and the West Bnk

A SAM is a tool of regional analysis providing ugefuidelines for the development of a regionalrecoy
(Fannin, 2001). It is a system of social accourtt&clv reproduces the economic flows in a particalaa
and captures the complexity of the socio-econolystesn. The SAM describes the relevant featurefiof t
socio-economic structure and the relationships éetwthe structure of production and the distrilrutid
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income and expenditure among househoids particular area. It is the natural extensibthe input-output
model. It includes inter-industry transactions, mpants of productive factors, household expenditure,
income transfers, government expenditure and tclioss with the rest of the economy, defining the
circular flows of income within the economic arefaimterest. The construction of a SAM requires the
combination of heterogeneous information both fromcro and macro data sources, allowing for a
comprehensive and detailed representation of tbecgsy. A SAM can be adapted to different territbria
dimensions. In this study we developed three redi8AMSs, one for the entire OPT, one for West Ban#l
one for the sub-region of Jenin.

There are two approaches to the development ofl&-magional SAM. The first requires the integratiof

two previously constructed regional SAMs, while tecond approach involves the disaggregation of a
nation-wide SAM into the sub-regions of interesygd® and Round, 1985) and is employed in this study
However, because there are both conceptual antigadadifficulties in the disaggregation of the SA
particular as regards interregional linkages, arepiable solution is, departing from the nationaMs to
distinguish several regions when classifying thesimelevant variables (Keuning and De Reute, 1988).
Departing from the West Bank SAM the local SAM fbe Jenin sub-region is obtained by disaggregating
the accounts according to the information obtaiinech the micro data. In Table 1 we report the gtrees of

the local SAM for the Jenin Governatorate whichteahis described below.

Table 2. 16. The structure of a regional SAM

(input)
ACCOUNT x?:%Tl\IﬂVI\IﬂTé]EJSIé?SD 5;5;35?18; INSTITUTIONS CAPITAL ACCOUNTS || REST OF THE WORLD TOTAL
(outpu) HOUSEHOLD  ENTERFRICES GOVERNMENT
ACTIVITIES AND Intersectoral Private Government Fised irestrient Bxport o C?l‘igssi o
. . . ixed investments o
COMMODITIES transaction consumption consumgtion PRODICT
FACTORS OF Income of foreing FACTOR
FRODUCTION Vel edded workers INCOME
HOUSEHOLD Income from household | Transfers to Profits Transfers to Transferto household || HOUSEHCLD
wotk household distributed | govermment from test of watld INCOME
Tratisfers to [NCOME
INSTITUTIONS i
ENTERFRIZES Income e Income from foreing ENTERPRICE
Ditect Ditect Transfers to
GOVERNMENT Indirect taxes household . govemment from rest of | TAXINCOME
enterptise tanes
taxes world
CAPITAL Household . Sutplus on
ACCOTNTS o Billetings S — Credit and external debt BAVINGS
- ) Income | Conttbution to
REST OF THE Intermediate impotts of | Income from foreign | Imports of final 7707 ) . .
WORLD P work - distribuited mtema.uor.lal Trport capitel good TOTAL IMPORT
foteing Organaization
HOUBEHOLD  ENTERPRICE |GOVERNMENT
TOTAL TOTAL DEMAND FACTORINCOME EXPRHDITURE, EXFRNTITURE EXPENDITURE INVESTMENTS TOTAL EXPORTS

To increase the welfare of the local population smgromote new opportunity of economic development
are the main objectives of the public institutiols.order to catch up such objectives they are ssuy
adapt policies and a careful monitoring of the @ffeThe planning of the economic and social petiés a
process that demands a careful analysis of th&orgrrin particular, through the appraisal of thector
structure and the productivity. The degree of iraégn of the fields and the social institutionssciébes
dynamics of specialization of the production, th®lity to adaptation of the local enterprises aheé t
modalities of take and transmission of the policiEse matrices of social accounting (Sam) supply an
instantaneous one of local the social-economicesysand represent the flows in being between the
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productive fields and the local institutions (ept&es, families, and Public Administration), théeirsectoral
dynamics of the accumulation and exchanges. A Samewrs of having a general representation of the
entrances and the distribution of such resourcesdes the fields and institutions of the territofis is a
valid instrument for the support to the planningrd participations of economic politics.

The SAM is introduced formally like a square matiixwhich it is worth the tie of the equality beten the
totals of line and column, that production-yieldserse represents the circular flow, recording the
transactions that carry to the formation, the distron and redistribution, and at last to the esypient of

the resources available within the economic systeith reference to the main classes of agents
(institutions) in it present. Production, distrilaut, redistribution, consumption and accumulatioe a
characterized all the moments of the circularitytloé system not necessarily with the same degree of
disaggregation, with the accountant tie of the étyuaf the totals of corresponding line and coluniie
ordering of the accounts reflects the structurthefflows and the transfers of yield between tiséitutions,
representing all the main transactions inside of associate-economic system and supplying useful
information on the economy for an immense rangpatitical and structural analyses. To the leveld dre
divisions of disposable incomes to the instituti@ingparticular families), the public and privatepense, the
transfer of the yield from the institutions and greduction of assets and services are analyzed.

Sectors.This account is disaggregated into 21 agricultbrahches, 23 agricultural sectors and 19 service
sectors. In the column the use of agricultural tapsi recorded by region. The demand for intermediad
final goods by firms and households and the locgkeghment is reported in the row. Exports are reubin

the rest of the economy columns. The sectors emfalotors and intermediate products in the column.
Production taxes, subsidies and imports are aldoded and reported in the last three accounts.

Factors. This account is disaggregated into labor and ahpite first includes dependent and independent
labor separated into skilled and unskilled. Therfation of value added is reported in the row. la th
column, factor remunerations enter household incorae of factor taxes that are paid to the local
government. The last account represent factor iecontflows meaning factor payments to non resident
workers.

Households.Households obtain their income from the remunenatif labor, from government transfers and
from incomes generated outside the region (in dve).rin the column household income is allocated to
consumption within and outside the region, taxebsavings.

Local Government. Local government revenues are constituted by taxegroduction on factors and
income taxes reported in the row. In the columrvegoment budget is allocated to public expendiamd
pensions and other social transfers. When goverhimgsiget exhibits a surplus, government savings are
positive.

Capital account. Households and public savings are reported indhewhile the investments formation is
recorded in the column.

Rest of the EconomyThis account includes the rest of the West Bamk,central government of the West
Bank and the rest of the World. Imports and expamtsreported in the row and in the column respelsti
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2.5.2. The SAM multipliers

The SAM multipliers analysis has been widely usedimpact analysis, policy planning and to studg th
effects of macroeconomics shocks and re-distributioterventions (Aldeman e Robinson 1988). In
particular, it has been extensively applied to tigyag countries with a focus on the role of masketublic
expenditure and international trade (Aretlal. 2000). The analysis of the SAM multipliers is ldhea a set

of assumptions: functional relations use fixed técdl coefficients of Leontief technologies, no hde are
imposed on goods supply and prices are given winngties that conclusions must be drawn in terms of
guantities.

Table 2. 17. The SAM framework

Exogenous
Endogenous accounts
Total | Accounts TOTAL
1 (2) (3 ) )
(1) Sectors Tij T, N, X Y,
(2) Factors Ty N, X, Y,
(3) Households N X NE
. Tﬂl Thh ’ - % j
(4) Firms N, Xy Y,
(5) Exogenous E |4 Yy
TOTAL Y, Y, Y, Y, Yy

In developing a SAM multiplier model it is first oessary to distinguish between endogenous and esoge
accounts. The firsts reflect the purpose of thdyargawhile the exogenous ones include those adsdbat
can be employed as policy instruments (for instdheeregional administration), those generatinglterm
effects (e.g. capital account) and those which ctibe influenced by policy interventions.

As reported inable 2.17, the matrix of endogenous accounts can be decssdpioto 4 sub-matrices: the
matrix T;; is the matrix of transactions which is presentiso & the input - output model; The matiiy
represents the composition of the value-added wisialistributed to the endogenous account throbgh t
matrix Tq; Tin corresponds to the expenditures of householdspabtic administration whilél', includes
the transfers between endogenous institutions. llfFinthe matrix V reports the transaction between
exogenous accounts and the ve&adncludes the outflows (leakages). Dividing eactnent of the matrix
T with the respective column total it is possibleotiain a matrix of coefficierd necessary to derive the
matrix of the global SAM multipliers(I —A)™, wherel is the identity matrix. Given the vector of
exogenous accourX and the vector of the SAM total it is possible to write the following relation,
implicitly contained in the SAM:

Y =AY +X =N+X. 1)

Departing from this equation, the effects of angemmus shockaX can be summarized by the following
impact equation:

AY =(1 -A)AX. 2)

The effects on supplyY are transmitted thorough the matrix of multiplierkich element represents the
full impact of a unitary injection in the system iain is the results of 4 effects (Stone, 1977 anattPgnd
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Round, 1979): a direct effect, the transfer effectthe open loop effects, and the closed loop effets.
These distinguished effects can be studied thrdlugllecompositions of the SAM multipliers into 4ldide
components as reported below:

M=l+A+A,+A,.

Wherel is the direct effect which represents the effdécrmexogenous shock on the account in which the
injection has been operated. The transfer efféetgeo the interrelations between the accountsngghg to
a same bloc (or sub-matrix as reported in FigurehBrefore it captures the transmissions of effelcte to
the transactions between sectors and institutibims.open loop effect reports the impact on the @attsonon
directly involved and belonging to a different bloeam the one in which the injection has been déineally
the closed loop effect is due to the circular inecamd expenditure flows in the economy which stataul
the local and demand and additionally stimulatexipction. This latter effect contributes to givethe
SAM multiplier more comprehensive with respect tetandard input-output model where the circulawfio
are not taken into account as well as the distiobat impact of the policy interventions. (Zelli948). The
impact analysis could be further expanded emplogteg‘structural patti method (Defourny e Thorbecke
1984) which allows following the path of diffusiarfi the effects through the system, identifying sipecific
sector through which the effects are transmitted.

Employing the SAM multipliers matrix it is possibl® simulate the effects of a program of public
expenditure aim to one or more sectors and/ortutgns. It is in fact an exogenous injection thah be
represented changing the elements of the vectekafienous shockAX (equation 2). The effects, partly
absorbed by the endogenous accounts, affect assutinounded rest of the econorntgakages This latter
effect AL , is capture by the following equation :

AL = BAY.

WhereB is the matrix of coefficient obtained dividing éaelement of the vector of exogenous account E by
the respective column total.

2.5.3. Analysis of the impact of a technical change

The SAM multipliers model is based on the assumptibfixed technical coefficients that define tleefl
proportions in which inputs are employed in prodet The technical coefficients; are obtained dividing

the content of each cell; x of the inter-sector transaction3( Table 2.17). by the correspondent column
total, Y;:

a, = 3)

These coefficients represent the amount of inpesied to produce one unit of output. Each colunestove

on the basis of the above mentioned assumptionanaunizes the average technology of the sector ias it
the aggregation of firm specific technology in tiranch. In each period coefficients can be reptesgess a
weighted average between the technology adoptethdénprevious period and a new more advanced
technology (Carter 1970). The contribution of tla#tdr is related to the intensity of private andljmu

2 The terminology adopted here refers t&Pr G. - ROUND J. I. (1979) e BFOURNY J. - THORBECKEE. (1984).
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investments in process innovations, both at firrd aactor level. To simulate a technological chaibge
possible to modify the coefficients in order tqonaduce a more or less efficient use of inputs.

Comparing the coefficients obtained from the twauinoutput referred to two different period in tirfieand
T-g) it is possible to obtain an indication of theiosgive or negative trend. As anticipated above,
coefficients at time T can be represented by thievitng equation, where the weigls, attributed to the
new technologya;" , indicates the intensity of investments in praciesovation and is given by the ratio
between the sum of investment in new equipmentaachineriesg' , in the reference period, and the fixed
capital stock at the end of the period by segr,

T
De,
t=T-q

S =——=. (4)

2.5.4. The data

The 2004 SAM for the West Bank is based on the thopiput table prepared by Missaglia (1998) and
further disaggregated to better capture the chenatits of the local agricultural sector. The ialitsector
disaggregation is extended to include 21 agricaltbranches. This is done by borrowing the tectgiotd
parameters from the Syrian SAM. Moreover furthefoliimation on agricultural sector productivity
performances have been obtained from the FAOSTA#&bdae. The labor forces have been decomposed
into dependent and independent labor both disagtgddgnto skilled and unskilled using data from 2084
Labor force survey. Information on household constimm and income formation have been obtained from
the 2007 household expenditure survey providedbyPalestinian Central Bureau of Statistics (PCBB&.
preliminary SAM obtained has been updated to 200d@ balanced using th€ross Entropy Method
(Robinsonet al. 1998). This method exploits the information coméa in the initial matrix and allows for
submatrices and aggregates to be fixed to spdeifgets. The balanced 2007 SAM for the West Bank
maximizes the contribution of initial disaggregaietbrmation ensuring the correspondence with macro
aggregate statistics provided by the Palestiniantr@eBureau of Statistics. The local SAM for thenih
Governatorate is obtained employing the RAS methatiusing micro data on expenditure, employment and
farming activities. Survey data are provided by #€BS and permit the construction of matrices of
coefficients representing the local contributiorptoduction, income formation and local input regaients

for each sector and the share of income and exppeaddy category attributable to the local housefol
Given the heterogeneity of the information sounessd, the initial local SAM for the Jenin Govermate is

not balanced and it has been harmonized usinGithes Entropy Method.

2.6. The Occupied Palestinian Territory economy

In paragraph 2.4. we speak about the importandheoprimary sector in Palestine and especiallyemird
area, but also the industrial sector plays an imaporrole in the economic development of Palestine,
which industry exists as the base of the econongriamid through which many of the forward and baddva
linkages in services and other economic sectors.stée industrial sector is a long-term investmeénis
susceptible to external environmental factors édpenness to countries with lower-cost production

The Palestinian National Authority has worked teive the industrial sector, which has suffered many
obstacles due to occupation, by working to rembeeféctors perpetuating a coinciding recessioncaedte
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a support system which can stimulate private sant@stment in industry and facilitate linkagesviztn
the industrial sectors (especially among the afiticeiand construction sectors).

Ultimately, these efforts aim to create an attkaciinvestment environment as to achieve excelldoce
Palestinian products. Thanks to this, the leveltha quality of industrial production in Palestinash
improved and the industrial sector’'s contributionthe GDP has increased from 8% in the mid 1980s, t
17% in the mid 1990s, and to nearly 16% in receasdry. During the first three quarters of 2007, the
industrial sector employed an estimated 81,586 arstk11.3% of total workforce. Moreover, the annual
production rate in the Palestinian territories (eding East Jerusalem) reached an average of USEB20
per worker, while the sector’'s annual rate of conga¢ion per worker was that of USD 4328. The follgyv
table describes the annual production of four itrthlsectors.

Table 2. 18. Value-added per worker in the industal sector in the West Bank and Gaza Strip in 2006.

Industrial Sector Value-added (USD)
Fabric 31,399.7

Food and beverage 17,461.8

Mining and quarrying 45,259.3

Furniture 13,836.4

Average 20,863

Source: Pic -Nf, 2008, The Agricultural Sector Ravin the Northern Governorates

There are many potential opportunities and reasomsvest in the industrial sector in Palestines thost
prominent reasons are the abundance in human pesoand the absorptive capacity of the market.rerhe
exist good fundamentals and capacities in regardsxpanding the food industry, provided that thiere
secure access to foreign markets. Currently, foodgssing plants meet a significant proportionarhdstic
demand. Such industries include olive pressesiscpiacking, food processing, cigarette manufaajyuand
dairy production. There is also room for expansiorthe areas of chemical fertilizers, machinery and
agricultural equipment, as well as, small and lighols for engineering industries. Move gradually,
expansion towards more complex industries suchasdigs, electrical, and electronics industries atiger
industries requiring high technical skills will éwise be possible.

The Palestinian National Authority, in close co@tem with the World Bank and other donor instibais,

has developed new concepts pertaining to indugtitiek and zones. Industrial cities in northeaz& have
recently been initiated. Discussion are also béialgl regarding the establishment of four new inuist
zones in the West Bank; two of which are to beteda@n the border with Israel. One of the indukirtmes

will be located in the industrial area of Jenirtie northern West Bank (to be financed by Germang)the
other will be located in the industrial area of Juamiya near Hebron (to be financed by Turkey).

In October 2009, the first financial agreement stablishment an industrial zone Jenin was signethéy
German government, through the German Developmank,Bn the amount of USD 13 million. In regards
to the two other industrial zones, one will be tecain the district of Bethlehem and will receivéireancial
contribution from the French President for USD 1liliom to establish the site. Similarly, the Japae have
announced its willingness to finance an industéade in the Jordan Valley.

Efforts are underway to establish craft zones withie boundaries of several municipalities, paldidy in
Jerusalem (Abu Dis), Jenin, and Nablus. The PalastiAuthority has also enacted industry relateds|a
such as the Investment Promotion Act, the Pale§taadard Institute Law, Capital Market Law andeoth
helpful laws. In addition, the Palestinian Authgrias signed various free trade agreements aimed at
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promoting the export of products to targeted markdthe Palestinian Authority is also implementing
standard application procedures through ‘a winddwneestment’ aimed at simplifying administrative
procedures for investors.

2.6.1. Clothing and textile industry

The clothing and textile sector is among the magpdrtant industrial sectors in terms of operational
capacity and absorbance of the local workforce,iartdrms of its contribution to industrial outpumntil the
beginning of the second Palestinian Intifada, #@stor operated an estimated 2,653 factories (ihigh
exception of Arab Jerusalem), comprising 18% of tbel industrial establishments operating in the
Palestinian territories. 64.3% of these faciligerated in the West Bank, the third largest intalssector

in the West Bank. The remaining factories operateithe Gaza Strip, the largest industrial sectoGaza.
An estimated 17,562 workers, 25.2% of total manufiwg workforce were employed by this sector.islt
noted that, this sector employed the largest amofuigimale works

In the year 2000, the sector produced a total dD U836 million, representing 15% of the gross indabt
product. Beginning in 2000, however, the sectdnegsed deterioration in performance as a resuhef
second intifada and other factors beyond its carffuch factors included the deterioration of theuistry in
Israel (as part of the Palestinian textile industagl been associated with subcontracting with dealed
manufacturers in Israel) and the uncontrolled aglebal markets, particularly that of China. As aulg the
number of workers in this sector plummeted to s 10,000 workers by 2006. 40% of this industry
operates in the northern West Bank.

Table 2. 19. The distribution of textile enterpriss in terms of geography

Region Ratio (%)
Tulkarem 17
Nablus 17
Jenin 6
Ramallah 30
Bethlehem 17
Hebron 13

Source: Pic -Nf, 2008, The Agricultural Sector Rewin the Northern Governorates

According to recent studies, (mainly the final @mes of the two investment conferences held insiaks
Bethlehem and Nablus 2008), the clothing and &xiéctor contributes to nearly 15% of Palestine’s
manufacturing output and employs nearly 10% oWibskforce. The Palestinian market is the largeskebu

for the industry, where producers can sell almd¥¥ 70f their production locally, with the rest ofeth
production being sold abroad, predominantly todkfas part of Israeli agent’s facilitation of pumds sale

in overseas markets). As for direct export, a nundfefactories have been able to export their potslu
directly to some Arab countries, such as Jordan @nided Arab Emirates. There have been successful
experiences in direct export to the United State$ aanumber of European countries, i.e., UK, Spaa,
Norway. Examples of products exported include hdasyher coats, and some embroidery. Abdeen Co. and
Zghaiar Clothing Co. were the two leading Paleatiniextile manufactures that succeeded to export to
external markets.

The accumulated experience in this industry, itsnalant labor force, its ability to deal with othpeoducers,
and its keen understanding of production and saleevchains contribute to the inherent advantages a
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opportunities of this sector. This is in additianthe assistance programs which the Palestiniaiomit
Authority implement to service this and other intties. In spite of this sector's weaknesses (ild. o
technology) it has the potential to promote itsligp@roducts to foreign markets, through subcoetsavith

big producers from outside who seek that type oftremts and those who move their production points
outside their countries; to India, Vietnam, and r@hiand also with introducing new technology toséhe
factories to upgrade their capacities, and intradutraining programs for those factories includfaghion
design, quality control, and other ISO improvements

2.6.2. Stone, marble and construction industry

The stone and marble industry in Palestine has@ istory and is among the traditional industriefias
been said, that stones are the oil of Palestirreey Pprovide a large spectrum of services, from maaterials
for industry in commercial quantities, to high dtyalend-products in multi-colors. Global demand for
Palestinian stones and marble is steadily incrgestiran estimated annual rate 10%, with the aveaagaal
consumption in the world reaching 600 million sguareters. In fact, Palestine produces about 4%eof t
world’s total stone and marble output (accordindPto-nf 2008 documents). This industry is charaoeer
by its reliance on local raw materials. It is thegest contributor of domestic industrial produatsl posses
the highest sales volume, as well as the largestiata of exports abroad. 13% of stone and marloldymts
are exported directly to over 35 countries acrd&s world. 55% of production is sold to Israel, wih
apportion of sales being re-exported abroad andetmeinder consumed by the local market as follows

According to various studies and statistics avéglalthe sector's productivity is relatively high,
approximately USD 60,000 annually per employeeirfte$ the productivity in other industrial sectors).
Estimates of researchers and figures of the UnfoBtone and Marble Industries estimate the numiber o
enterprises operating officially and unofficially the West Bank at about 742. Table No. (3) feattie
geographical distribution of stone and marble gmises in the West Bank, before the outbreak ost#wond
Intifada (Al Agsa Intifada).

In 2000, the sector employed nearly 13,500 workeswas invested in at a value of 215 million Joiaa
Dinars. Production was valued at 276 million JordarDinars, with the size of production reaching an
estimated 22 million square meters. Despite shadiirees in the number of workers employed by tretase
and decreases in the amounts of output duringritdritifada, the volume of investment in the istly rose
to 353 million Dinars in 2005 and the volume of astic production had risen by 30 million squareerset
annually. The West Bank, spanning from north talsaig rich in raw materials in the form of stonegries,
with heavy industry mainly concentrated in the arebBethlehem and Hebron. Contributing to month
5% of the GDP, the sector offers a variety of fieid products for various uses, including:

- Outdoor uses;

- Indoor uses;

- Decorative uses (i.e. kitchens, bathrooms, mosdexyrative, etc.).
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Table 2. 20. Distribution of quarry facilities by region and type of industry

. Number of Number of Stone
Region . . Workshops
Quarries Factories

Hebron 132 178 43
Bethlehem 32 210 35
Ramallah 42 55 50
Nablus 23 60 30
Jenin 32 78 10
Tulkarem 3 10 12
Qalgilia 0 8 7
Salfit 0 7 5
Jericho 0 2 2
Gaza 0 10 50
Total 264 618 244

Source: Pic -Nf, 2008, The Agricultural Sector Ravin the Northern Governorates

In addition to the sector’'s abundance and highityual the raw materials required in productiore sgector
posses the most advanced technology in this aretatavely good ability to penetrate world marketad an
accumulated worker experience and technical eseertas they were producing according to ISOO
requirements in term of the qualification of cugtiand design. On the other hand, this sector suffem
severe lack of experience among its administrapgesonnel and lacks needed financial and marketing
expertise. The sector also suffers from weakriagerms of, the utilization of technology and infation
systems in performance. Furthermore, large losage been faced by the industry due to the burdéns o
transport, as well as to multiple environmentabpems, such as marketing constraints, low proditigtand
consequently high cost per unit produced whicheot$l negativity on the competitiveness of produliets.
addition, local market size is limited and verynardable to political and security situations. Aaatording

to producers in this sector they refer most ofrtpedblems to the difficulties in transporting thproducts
due to Israeli security measures, and high costaokportation as they use relatively small vekidgtethis
kind of distribution, including that they have to dll that parts of work with their own self, arftey look

for additional support from governmental and prévag¢ctor institutions.

2.6.3. Food industry

The food-processing sector has witnessed rapidtgrowthe second half of the 1990s, with the sludirde
domestic market growing from 25% to 30%. Marketdsts indicate that the average Palestinian family
spends 42% of their income on basic needs sucloa@s dnd related commodities according to PCBS
statistics ( Consumer price index and consumptionigs weight as in the consumer basket. In aaddito
being very important for today’s economy, the seatas fundamental in ensuring Palestinian food isicu
under the closure and siege of the early yearseofrttifada.

The food industry contributed more than 23% ofwhkie of domestic production, 23% of the total atide
value, 13% of total employment in manufacturinginigithe year 2003. This industry, as many otheas, h
faced numerous difficulties over the past numbeyeairs as a result of Israeli policies and actfotiewing
the onset of second Intifada.

However, the industry still occupies great sigrifice in regards to its ability to absorb a largeipo of the
Palestinian workforce by creating many direct amdirect jobs within the various clusters of inttgd
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industries; from agriculture, storage and trantspgricultural and industrial products, and digitibn to
complementary industries such as packaging, rdseaetvices, etc. In addition, the sector fulfdidarge
part of consumer needs, contributing to Palestisitood security, and, in turn, their capacity ésist.

The food industry is characterized by the diversitits products, which creates a great opportusis need
for integration between its various industrieswal as, creates new investment opportunities. most
significant food production industries in Palestinelude; meat and meat product production, praongss
and preservation, fruits and vegetables procesaimd) preservation, fats and oils (plant and animal)
manufacturing, dairy product, ice cream, , grainllaniautomated manufacturing of animal feed,
confectionery and bakery products, cocoa and chteolsugar, pasta and noodles, beverages, amioeig ot
food industries.

Table 2. 21. Distribution of food-processing factaes(according to 2008 statistics)

Industrial Production | Firms | Employees
Food & Beverage 1511 7310
Meat & Meat Products 11 217
Fruits & Vegetables 14 140
Oils & Fat (Vegetable & Animal) 5 110
Dairy Products & Ice Cream 45 882
Grains 144 380
Animal Feed 25 311
Bakery Goods 891 3407
Cocoa, Chocolate, & Candy 71 470
Pasta & Noodles NA NA
Other Food Industries 304 1054
Non-Alcoholic Drinks & Mineral Water 22 558
Alcoholic Beverages NA NA

Despite the problems currently being faced by Riaiaes food industries, there exist possible opjities
for the development of a number of food productsegard to improving their competitiveness in asagg
external markets. In addition, consumer awarenessbe raised regarding food security in the Palisti
markets, and the need to prefer national produstshat will stimulate the demand for local product.
Possibilities for improving the current levels ojperting may be reachable under some conditiorthes
have to : overcome the main problems faced bynhastry, follow clear policies that motivate thevate
sector, coordinate and cooperate among concemsdutions (governmental and non-governmental),
reduce production costs, and maintain high qualibduction through technology upgrading and empeye
training. Also, there is need to find ways to dasind implement a program of technical assisttmteese
industries to restructure their factories, whemaasanerging may take place under a positive enceunagt
campaign, a new marketing strategy can be intratlafter reviewing the weaknesses in the way itsedsm
far, and in this regard some regional workshops bwyntroduced to review, evaluate and introducs ne
ideas on production, quality, pricing, innovati@chniques, and to share experiences from actdingsifield

of industry, etc..

2.6.4. Engineering and metal industry

According to manufacturing indicators published®B03, the engineering and metal industries areidted
within the classifications of the ISIC (InternatadrClassification of Industries). The metal andieagring
industries in Palestine employ an estimated 8,78&evs and generate a productivity of about USDEE,
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per worker. These industries operate throughoutlest Bank, but are predominantly concentratedén t
areas of Hebron, Ramallah, Nablus and Jenin. Famsyenany of these industries have succeeded énimpt
global markets, such industries include; weldindstaagricultural tools, furniture, metal scalesckaaing
machines, tools, metal bits, etc

Hebron is home to the first engineering and matdustries established for export purposes. It'stang
industries include; industrial machinery, indwstdutting and grinding tools, wires and nails, diedy rods,
metal furniture and shelves, balances, metal @gsttc. Ramallah’'s metal and engineering industrie
predominantly produce; wires and nails, househgldpment and municipal supplies, electrical pamaeid
trailers. While Nablus is home to the production sélar energy devices, aluminum in and engineering
industries, etc. Jenin, on the other hand, mgstiguces; agricultural tools, domestic gas carssiesn for
construction purposes and packaging machines. effithd, metal is mostly manufactured as iron for
construction purposes, also its reported that 60%8086 of metal and engineering products absorbeithdy
local market, in turn, promoting integration antkiges within the industrial and economic sectors.

2.6.5. The SAM application on Occupied Palestinian Territwy economy

SAM model permits to evaluate the structure anditil@ges between local economy’s sectors. Nexetab
shows the circular socioeconomic flow: productimtome, expenditure, with savings and investments a
rest of the world as exogenous accounts.

Table 2. 22. Social Accounting Matrix (2007) for Ocupied Palestinian Territory (thousands of US $)
3 5 8 9

1 2 4 6 7
(output)
Capital & Rest of th
ACCOUNTS Activites Commodities  Factors Households  Compani Government Taxes Sl estotthe TOTAL
X Investments World
(input)
1 Activities 656.242 618.558 66.407 1.341.207
2 Commodities 435.724 14.261 95.649 72,924 618.558
3 Factors 366.862 36.749 403.611
4 Households 145.535 21.552 83.867 18.885 10.239 204.241 484.319
5 Companies 151.769 34.261 186.031
6 Government 101.018 4.131 43.646 148.795
7 Taxes 79.559 51.090 12.334 55.329 198.312
Savings &
8 el 25.578 14.708 32,573 7.918 80.777
depreciation
Rest of the
9 238.545 29.639 97.294 365.478
World
TOTAL 1.341.207 618.558 403.611 484.319 186.031 148.795 198.312 80.777 365.478

Commodities, activities. The SAM distinguishes betweenactivities (the accounts that carry out
production) andcommodities(representing markets for goods and non-factovises). SAM flows are
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valued at producers prices in the activity act®amd at market prices (including value added, aéxer
indirect tax and transactions costs) in the comtgoalcounts. Imports are valued at market pricdslew
indirect taxes on imports are shown in own accoAuotivity sectors generate intermediate consumptibn
inputs, and are linked with factors to generatei@addedBYy rule, activities sell to commodities markets,
which are linked to institutions to show consumptiprocess.Activities are linked also with capital
accounts, producing investments, especially bugsliand machineryimports of final commodities are
shown by column in activities account, while expate shown by rule in commodities accounts. Ralast
economy typically use a large share of importedutinjactors, about 31% of total intermediate inputs.
Commodities from endogenous economy are espegediguced by agricultural sectors, with an important
role played by vegetables plant production.

Factors. These accounts represent analytically the struatfilecal gross domestic product, divided into
compensation of hired employees, mixed operatioplss, depreciation of capital goods, and inditeges
on goods and factord\ large part of compensation of local hired emphsjecorresponding to 68.7%,
comes from public sectors, public administratidreslth, education. Manufacturing pays only 7.2%otdl
wages and salaries, an half of that comes fronréke of the world (Israeli and other settlemeiif)en
Palestinian economy exports labor force, for 378iank dollars, and it send out profits, for 403llihs
dollars, on which the rest of the world pays togbgernment 268 millions dollars of taxd$e large part of
mixed operations surplus which remains locallydastituted by self employed remuneration, concésdra
in agricultural sectors, wholesale and retail saletors.

Institutions accounts. SAM structure map institutions into three accoumgsvate households, private
companies (profit and non profit), government (canaind local public administration].hese account
constitute SAM core. We can read it by rule, déseg from the entry side, and by column, from
expenditure sidelotal household entries amount to 6.3 billions atsl] divided into net hired labor income
(2 billions dollars), self employed labor income3(billions dollars), government aids (0.5 billiodsllars),
foreign transfers (2 billions dollars), with a mhsal role of capital incomeAfter primary income
distribution, household transfers amount to 340ionm$ dollars, equally distributed into the fiveigiles of
equivalent income in which household are divide&#AM structure From the side of expenditures, private
households consumption amount to 5.2 billions dsllelouseholds also pay direct taxes on incom&5ér
millions dollars.

Companies revenues by production factors in Ocdupiestinian Territory amount to 2 billions dodlar
Private companies receive 682 millions dollars wfssdies, of which 182 millions dollars from thestref
the world. From the side of expenditures, non piafivate companies consumption amount to 238 omgli
dollars. Private companies pay 722.7 millions dsllaf direct taxes, and transfer 1.3 billions dsll#o
private households. Savings and depreciation antout6 millions dollars.

Fiscal framework shows entries from taxes for 4llfohs dollars, but large part of them remain insoaeli
government. Consequently, Palestinian Authoritydnfeign aids for 1.4 billions dollars, of which89
come from international grants, and the rest froan§. From the side of expenditures, governmertbisec
consumption amount to 1.8 billions dollars. Soaakurity costs play an important role in this item.
Government aids to households and to private corapame the other expenditure items.

Capital and investments.Palestinian economy produces investments for lilliénis dollars. They are not

covered by internal savings, so the rest of theldvoas to cover for 328 millions dollars. Depre@atof
capital goods represents only 25% of investments.
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Rest of the world. With imports for 3.3 billions dollars and exportsr f0.7 billions dollars, Palestinian
economy has to cover a large foreign commercialalarice. At factors level, revenues from wages and
salaries of Palestinian persons, which work indérand other settlements, are balanced by profits
distributed to foreign companie3o finance both private and public institutions,|eRBtinian Economy
depends critically from foreign flows.

2.7. The West Bank economy

2.7.1. Clothing and textile

The clothing and textile industries are quite ptentiin the northern West Bank, particularly in #ieas
adjacent to Israeli areas. Such is attributed &ithportant role subcontracting with Israeli bussreen
plays in the industry’s boom. Although more aburtdanmore northern governorates, much clothing and
textile factories are present in Tulkarem and Nablu

A number of clothing and textile factories of thiegion have been able to market their products to
international markets, mostly to Israel directlytbrough subcontracts. Such factories include Eaicel
factory in Nablus, Fulayfel Company for Trade anekille Industry which manufactures quilts ,blankets
and bedspreads in Tulkarem, as well as a groBadfan companies in Tulkarm.

This industry generates a diversity of finishedduats. Many of the enterprises specialize in sgwin
clothing (jeans, uniforms, etc.), while others sakze in knitting wool such as wool rugs. Otheogucers
have profited from producing Palestinian traditioembroidery. The next table represents the nurober
enterprises operating in the area of clothing axtile industries in the northern governorateshef West-
Bank.

Table 2. 23. Number of industrial facilities in theprovinces of the north West Bank

Region

Nablus

Jenin

Tulkarem

Salfit

Qalqilia

Tubas

Industries

441

183

182

47

144

22

Source: Pic -Nf, 2008, The Agricultural Sector Ravin the Northern Governorates, www.pcbs.gov.ps

2.7.2. Stone, marble and construction industries

Stone, marble, and construction industries aretimiteed with movements in architecture and develepm
The first concrete production factory was estallisin Nablus, about twenty years ago. After the
construction boom of the mid 1990s, the first faet® were established specializing in concrete ipave
and cement pipes (used in sewage disposal andiraimage). Factories were also established indbmn

for the production of lime, gypsum, cement, refoagtricks, cement tiles, ready-mix concrete, akphtc.

In regards to stone and marble industries, theypaggalent in the north, but more concentratedhia t
southern West Bank. The areas of Jama'een, KabalkdriAsira in Nablus and Qabatiya in Jenin contain
guarries used in the extraction of raw stone fonunfiacturing.

Stone cutting factories are distributed in varyohegrees throughout the northern governorate iningry
sizes. Such industries in the region tend to bdlsmaize, employee a small humber of workers, aed
vulnerable to the limited technology they utiliZ8ver the last two years, the discovery of new ateas
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extract high quality stones in large commercialrgiti@s has emerged. Experts expect the discoveryude
stone to be more distinctive in the north, resgliman opportunity for massive investment in ttane and
marble industry of the north.

The stone and marble industry produces a variefijnished products which include; various typestahes
used on building’s outer facades and various tygestones used in flooring, floor tiles, marble dise
windows and stairs, bathroom and kitchen tilesdoot floor tiles, etc. Industrially produced stortes/e
taken their place in the construction industryhe torthern West Bank, being utilized mostly ineenal
cladding and internal walls. The following tablelicates the distribution of stone, marble, and tagton
industries in the northern West Bank.

Table 2. 24. Number of stone, marble, and construicn industries operating in the North West Bank

Region Nablus Jenin Tulkarem Salfit Qalqilia Tubas
Industries 153 57 21 8 13 4
Source: Pic -Nf, 2008, The Agricultural Sector Rewin the Northern Governoratesyww.pcbs.gov.ps

2.7.3. Food industry

The northern West Bank is home to a diversifieddfpooduction industry, which is among the areasnmai
type of industry. In fact, food processing indwesricontribute a large proportion of market share¢hef
northern West Bank. The meat processing industogtmotably the Islamic Association for Developmiant
Tulkarm and Al-Manar Factory, are among the magjaducers of the industry and have marketed their
products to foreign markets. The beverage industriikewise, a major producers of the north, pwdg
carbonated drinks, mineral water, juices, as weltraditional drinks such as kharroub and Indiatesla
Traditional industries such as sweets produceldrcity of Nablus are still maintained.

The ice cream industry, directly linked to the gairdustry, is highly consumed at the national leved in
some instances has exported products abroad, suc¢h the case of Safa Dairy Plant. Millions oflais
have been invested into the nut snacks industrichndomprises a sizable share of the food industthe
north. Azheiman, based in Jenin, is among the saig®ducers and dealers of nuts and seeds inatta.M\
number of factories have profited from manufactyricocoa, chocolate powder, and chocolate syrups.

Zadna Factory operating in Tubas, is a model of imestment in the agro-food industries. The plzas
made great achievements in the field of producerdilication and has created significant employment
opportunities in the area from direct and indidetior. The factory, likewise, served to continualigrease

its export rates. Pickled foods are likewise praduby many small workshops, such as those opebgted
women's centers, charities, and cottage (home-pasedstries. Vegetable and animal-fat based oil
production represent Nablus’ original industry.

The first industrial plant operating in this sectitre Vegetable Oil Manufacturing Company in Nabluas
established in the 1950s and is still in operatioday with stocks registered in the Palestiniancisto
Exchange. Given the agricultural nature of noréutipularly the abundant cultivation of olive tre@dive
presses are spread throughout the nétlabtawi Group Investment and Developmevds established to
better mobilize olive oil for export purposes. Tiaetory is considered the largest plant of its kindhe
region, with a storage capacity of 1300 tons. Tdtledving table is a breakdown of the number of gnises
operating in the field of food production in thert@rn governorates of the West Bank.
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Table 2. 25. Number of food producing industries ograting in the North West Bank

Region

Nablus

Jenin

Tulkarem

Salfit

Qalqilia

Tubas

Industries

459

277

188

63

86

2

Source: Pic -Nf, 2008, The Agricultural Sector Ravin the Northern Governoratesyw.pcbs.gov.ps

2.7.4. Engineering and metal industries

Engineering and Metal industries comprise mosthef industries registered in the northern West Bank,
particularly among the city of Nablus. Engineerigngd Metal industries range from small workshops to
factories which are highly invested in. The indusproduces a variety of product types; aluminum,
manufacturing equipment, central heating, solarrggneequipment, lifting and handling equipment,
nonferrous metal , iron rods for construction, neof hand tools, metal kitchen tools , tin caisijrig nets,
alloys, jewelry, wire, freight containers (usednmunicipal services and industry), metal furnitum@ning
and quarrying equipment, stone cutting equipmet, & electrical and lighting equipment are addduw:

list will go on to include; light bulbs, lightinggeipment, switchboards, television and radio réoepparts,
etc.. The following table indicates the high numbkengineering and metal industries in the north&fest
Bank and their distribution.

Table 2. 26. Number of engineering and metal induses operating in the North West Bank

Region Nablus Jenin Tulkarem Salfit Qalqilia Tubas
Industries 733 475 288 128 203 91
Source: Pic -Nf, 2008, The Agricultural Sector Ravin the Northern Governoratesyw.pcbs.gov.ps

2.7.5. Plastic and chemical industries

The plastic and chemical industries produce a deverray of finished products in the North. In terof
chemical products, the industry products the follmy detergents (in liquid, powder, and paste form
traditional Nabulsi soap, women's cosmetics, desitaints, cleaning products, water and oil-basetdpagtc.

In terms of plastics production, the industry proek; pipes, nylon, nylon bags, printing materials,
agricultural nurseries, bottles, sponges, rubtiastic furniture, disposable cups, plates, attihgaitensils,
brooms, blankets, umbrellas, etc.

As evident on retail shelves, locally producedsiitaand chemical products are relatively availgbib and
consumed by the domestic market. Many of thesesiniéis are marketing their products abroad, sigguifi
strides towards development by the industry.

The plastics industry and its products are closelynected to the agricultural nature of the northregion,

as they supply local market with needed agricultsmaplies. A portion of such products have begroeed

to Jordan and other foreign markets. Data obtaithezligh informal means from factory owners mention
that 75% of their manufacturing is distributed e focal markets and the rest for export. Howehisr may
not be an exact nor accurate and verifiable numidenufacturers of plastic and chemicals are mostly
located in the city of Nablus, followed by the cibf Jenin. The geographical distribution of these
manufacturers appears in the following table.

Table 2. 27. Number of plastic and chemical industes operating in the North West Bank

Region

Nablus

Jenin

Tulkarem

Salfit

Qalqilia

Tubas

Industries

60

47

13

1

14

2

Source: Pic -Nf, 2008, The Agricultural Sector Rawvin the Northern Governorates, www.pcbs.gov.ps
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2.7.6. Wooden furniture industry

The wooden furniture industry is predominantly cemicated in the Nablus area, followed second by the
Jenin area. The factories in the north are the msapplier of furniture to West Bank market . What

distinguishes this industry is its domestic compatiness in terms of price and availability of geod

The closure of Gaza, as a result of the latessing; led to the concentration of this industrythe north.

Despite the accumulated experience in the industrys still lacking in design and quality. Other

complementary industries include; the mattressstigtand painted and upholstery furniture. The ifure

and wood industry produces a diverse range of mtsdu.e. doors, windows, decorative wood panels,

wooden boxes (used in agriculture and industrg), et

The following table indicates the distribution afiiture and wood industries in the northern WestiB

Table 2. 28. Number of furniture and wood industries operating in the North West Bank

Region

Nablus

Jenin

Tulkarem

Salfit

Qalqilia

Tubas

Industries

34

193

19

0

5

7

Source: Pic -Nf, 2008, The Agricultural Sector Rawvin the Northern Governorates, www.pcbs.gov.ps

2.7.7. The SAM application on West Bank economy

A Macro Sam has been built also for West Bank mgiath the same framework of Occupied Palestinian

Territory matrix, to identify local socio-economngpecializations.

Table 2. 29. Social Accounting Matrix (2007) for Wst Bank (thousands of US $)
1 2 3 4 5 6 7 8 9
(output)
ACCOUNTS Activities Commodities  Factors Households  Companies Government Taxes Capital & | Rest of the TOTAL
. Investments World
(input)

1 Activities 4.458.744 5.205.966 904.600 10.569.310
2 Commodities 3.539.901 119.700 852.365 694.000 5.205.966
3 Factors 2.956.892 451.600 3.408.492
4 Households 1.348.203 178.222 746.503 156.160 84.670 1.637.643 4.151.401
5 Companies 1.148.954 297.200 108.268 1.554.423
6 Government 905.959 38.851 360.916 1.305.726
7 Taxes 734.651 439.824 117.163 418.866 1.710.505

Savings &
8 e 247.130 316.115 269.354 195.521 1.028.121

depreciation

Rest of the
9 2.419.023 224.380 804.546 3.447.948

World
TOTAL 10.569.310 5.205.966 3.408.492 4.151.401 1.554.423 1.305.726 1.710.505 1.028.121 3.447.948
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West Bank gross domestic product amount to 2.9@Mil dollars, corresponding to 60% of total Péitesh
production. Although, West Bank economy is majosdsh on industrial sectors. Occupied persons in
manufacturing amount to 8.7%, and depreciationapital goods amount to 247 millions dollars, 84% of
total Palestinian territory value. Government risléess important in West Bank, both from entried &#om
expenditures. Public consumption in West Bank arhdan852 millions dollars, par to 47% of total
Palestinian value, while social security costs @spnt a share of 57% of total Palestinian valuecigo
dependence is reduced to 53%, of which only 40%h frdernational grants.

Households budget shows private consumption wighae of 68% of total Palestinian value, while clire
taxes amount to 117 millions dollars, only 33%atat Palestinian value.

West Bank economy shows performance higher tha @tcuped Palestinian Territory also on exports,
with a share of 93% of total Palestinian value, vatue of wages and salaries from Israeli and other
settlements, with a share of 82% and on value r@ida remittances to private households (shareBé6)7
That permits lower level of public foreign depencenFlows with the rest of the world on capital and
private companies is proportional to medium shareegpective gross domestic product.

Next table shows shares of West Bank economy floith respect to the total Occupied Palestinian
Territory. We report in black the shares highethim respective gross domestic product share levedd the
values lower.

Table 2. 30. 2007 Macro Social Accounting Matrix foWest Bank: shares on total OPT

(output)
ACCOUNTS Activities Commodities Factors Households Companies Government Taxes Capital & Rest of the
. Investments World
(input)
Activities 61% 65% 78%
Commodities 68% 50% 47% 93%
Factors 60% 82%
Households 67% 52% 57% 31% 93% 78%
Companies 56% 59% 59%
Government 55% 13% 40%
Taxes 79% 63% 33% 58%
Savings &
84% 68% 58% 59%
depreciation
Rest of the 73% 56% 75%
World ’

2.8. The Jenin governorate local economy

On the governorates level, its worth mentioning tieed to focus on Jenin governorate as its onéef t
crucial governorates in the northern parts of Viesik.

The following table shows the Macro Social AccongtMatrix for Jenin for 2007, in current thousamds
US dollars.
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Table 2.

31. Social Accounting Matrix (2007) for &nin Governorate (thousands of US $)

1 2 3 4 5 6 7 8 9
(output)
ACCOUNTS Activities Commodities  Factors holds Comp Government Taxes EIEIS || Resditis TOTAL
. Investments World
(input)
1 Activities 656.242 618.558 66.407 1.341.207
2 Commodities 435.724 14.261 95.649 72.924 618.558
3 Factors 366.862 36.749 403.611
4 Households 145.535 21.552 83.867 18.885 10.239 204.241 484.319
5 Companies 151.769 34.261 186.031
6 Government 101.018 4.131 43.646 148.795
7 Taxes 79.559 51.090 12.334 55.329 198.312
Savings &
8 - 25.578 14.708 32,573 7.918 80.777
depreciation
Rest of the
9 238.545 29.639 97.294 365.478
World
TOTAL 1.341.207 618.558 403.611 484.319 186.031 148.795 198.312 80.777 365.478

Industrial intermediate inputs amount to 190.6 iom§ dollars, while total Jenin Governorate adegt

intermediate consumption amount to 656,2 millido#lars. Industrial share is higher than total Gued

Palestinian Territory (30% vs. 15%) and also thaest\Bank value (27%). Is not the same for industria
value added. Jenin Governorate share on total adided amount to 26%, lower both than West Bank
(34%) and total Occupied Palestinian Territory (31%he results of analysis on Industry Survey data
suggest that it depends from establishment sizerdviénterprises are a peculiarity of Jenin Govexteor

where is difficult to observer establishment moré@employee persons.
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Table 2. 32. Gross domestic product (2007) structarby sector of activity (thousands of US $)

OPT wB JENIN Share of GDP (%)
Agricolture 433.793 302.087 61.598 7,4% 8,2% 13,8%
Plant production 286.566 176.139 40.478 4,9% 4,8% 9,1%
Livestock 147.227 125.948 21.120 2,5% 3,4% 4,7%
Industry 2.183.647 1.437.594 127.669 37,4% 38,9% 28,6%
Mining & Quarrying 83.266 83.266 6.222 1,4% 2,3% 1,4%
Manufacturing 1.660.162 | 1.145.387 107.167 28,4% 31,0% 24,0%
Electricity and Water 72.892 22.862 2.457 1,2% 0,6% 0,6%
Construction 367.328 186.080 11.823 6,3% 5,0% 2,6%
Services 3.226.260 1.951.862 257.154 55,2% 52,9% 57,6%
Wholesale and retail trade, restaurants and hotels 586.889 336.984 74.723 10,0% 9,1% 16,7%
Transport, storage, communication 522.780 354.518 42.191 8,9% 9,6% 9,5%
Finance, insurance, real estate and business activities 472.476 282.572 18.350 8,1% 7,7% 4,1%
Government services 1.576.692 938.573 118.124 27,0% 25,4% 26,5%
Community and other services 67.423 39.215 3.765 1,2% 1,1% 0,8%
GDP at market prices 5.843.701 3.691.543 446.420 100,0%  100,0%  100,0%
Indirect taxes | 932.052 | 734651 | 79.559 | 15,9% 19,9% 17,8%
GDP at factor cost 4.911.649 2.956.892 366.862 84,1% 80,1% 82,2%

Source: author’s elaboration on SAM

Jenin Governorate gross domestic product is showable 2.32. We can see the absolute values of Jenin
compared with the values of total Occupied Palestifferritory and West Bank economies. Jenin ecgnom
shows a larger specialization in agricultural sesstboth plant production sectors (with a shar8.@$6 vs.
4.9% for total Occupied Palestinian Territory arsd 4.8% for West Bank) and livestock sectors (4v&%
2.5% and 3.4% respectively). For the industrigkaes, data show analytically the Jenin econony ga
gross domestic product level for Mining and Quargyi Manufactoring sectors, electricity and water,
constructions. Major gap is shown by constructisestors, with a share of 2.6% on total local gross
domestic product, vs. a share of 6.3% for totalUpeed Palestinian Territory and a share of 5% fasw
Bank. In services the major difference is showntiagle sectors, with a share of 16.7% on total gross
domestic product, vs. a share of 10% for total @l Palestinian Territory and a share of 9.1%\f@st
Bank. Indirect taxes level, with a share of 17.8fctatal gross domestic product, is larger thandare
referred to total Occupied Palestinian Territory.@26) but lower than West Bank share (19.9%).
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Table 2. 33. Gross domestic product (2007) by demdufthousands of US $)

OPT WB JENIN Share of GDP (%)
Consumption expenditure 7.257.800 4.511.966 545.635 124,2%  122,2%  122,2%
Households Quintile | 385.735 241.462 28.129 6,6% 6,5% 6,3%
Households Quintile Il 644.114 446.132 53.649 11,0% 12,1% 12,0%
Households Quintile 111 865.410 595.737 73.280 14,8% 16,1% 16,4%
Households Quintile IV 1.205.156 850.596 104.774 20,6% 23,0% 23,5%
Households Quintile V 2.092.520 | 1.405.974 175.891 35,8% 38,1% 39,4%
Non profit companies 238.100 119.700 14.261 4,1% 3,2% 3,2%
Government 1.826.765 852.365 95.649 31,3% 23,1% 21,4%
Gross capital formation 1.159.100 904.600 66.407 19,8% 24,5% 14,9%
Agricolture 48.015 47.954 7.668 0,8% 1,3% 1,7%
Metal products 662 750 73 0,0% 0,0% 0,0%
Others manifacturing 492.712 467.691 32.693 8,4% 12,7% 7,3%
Electricity, gas, water supply 11 5 0 0,0% 0,0% 0,0%
Constructions 617.700 388.200 25.971 10,6% 10,5% 5,8%
Foreign balance -2.573.200 -1.725.023 -165.621 -44,0% -46,7% -37,1%
Export of goods 661.047 617.681 65.836 11,3% 16,7% 14,7%
Export of services 87.053 76.319 7.088 1,5% 2,1% 1,6%
Import of goods 3.039.598 | 2.292.897 225.760 52,0% 62,1% 50,6%
Import of services 281.702 126.126 12.785 4,8% 3,4% 2,9%
GDP at market prices 5.843.701 3.691.543 446.420 100,0%  100,0%  100,0%

Source: author’s elaboration on SAM

Table 2.33shows gross domestic product structure from dersated Consumptions are classified into five

household classes, by quintiles of equivalent ireoamd also with non profit companies and govertmen
consumption. The Jenin and the Occupied Palestimimmomies show levels of consumption expenditure
larger than gross domestic product level, with sha@spectively of 122.2% and 124.2%. Government
consumption in Jenin Governorate is lower than ©txupied Palestinian Territory, with share resipety

of 21.4% and 31.3%.

About the gross capital formation the major ga@deain Governorate is represented by constructiotoise
Buildings investments in Jenin Governonate amoor#5t9 millions dollars, with a share of 5.8% ooy
domestic product. For a comparison, share levileisL0.6% on the total Occupied Palestinian Teagrigmd

the 10.5% on West Bank. Others manufacturing imeests in Jenin Governorate amount to 32.7 millions
dollars, with a share of 7.3% on gross domestidyect

Gross domestic product structure is completed bta dm foreign balance. Import levels in Jenin
Governorate is lower than the total West Bank negwith a share of 50.6% and 62.1% respectivelyinle
Governorate foreign inbalance is consequently lowéth a share of 37.1% on gross domestic products,
about -10% respect to the total West Bank region.
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Table 2. 34. Some accountability enterprise valudsr Occupied Palestinian Territory, West Bank and
Jenin Governorate (2007, data in thousands of US $)

Materials and purchased

TURNOVER ) Services VALUE ADDED
merchandise
OPT wB JENIN OPT wB JENIN OPT WB JENIN OPT WB JENIN
Mining,
) 8.901,8 8.891,4 3155 4.660,3 4.658,6 97,7 994,2 992,6 45,4 3.2473 3.240,2 172,4
quarrying
Food &
69.271,1 | 51.060,3 | 3.261,4 36.427,9 | 26.799,3 1.435,5 5.296,9 3.888,4 234,0 27.546,3 | 20.372,6 1.592,0
beverages
Textile &
) 55.208,4 | 48.166,8 | 2.900,7 13.312,3 | 11.398,9 809,3 2.4453 1.994,2 153,4 39.450,8 | 34.773,7 1.938,0
clothing
Leather
8.353,1 7.803,8 22,5 1.532,5 1.454,8 2,8 420,9 395,7 0,8 6.399,7 5.953,3 18,8
products
Chemical &
. 7.898,5 6.912,3 289,1 3.937,2 3.415,8 150,7 699,7 578,2 38,1 3.261,6 2.918,3 100,3
cosmetics
Plastic &
9.725,8 6.185,6 141,9 4.592,0 2.825,2 74,7 873,4 564,3 21,8 4.260,5 2.796,1 454
rubber
Building
) 106.694,0 | 94.896,8 4.076,7 40.635,0 35.812,1 1.614,8 5.800,2 5.008,6 311,8 60.258,8 54.076,1 2.150,1
materials
Metal products 13.354,5 10.335,3 1.002,8 7.472,0 5.787,1 551,2 1.393,2 1.081,3 106,7 4.489,4 3.466,8 3449
Others
) ) 37.621,9 | 28.260,9 1.039,3 17.488,3 | 13.090,8 450,6 2.751,9 2.020,1 100,0 17.381,7 | 13.150,0 488,7
manifacturing
Electricity, gas,
o 67.760,0 | 21.455,9 424,0 14.164,9 5.556,1 287,5 4.608,0 1.417,6 36,2 48.987,2 | 14.482,3 100,3
wa

Source: author’s elaboration on SAM

Table 2.34. shows analytically industry accounts for Jeninv&aorate, West Bank region and total
Occupied Palestinian Territory. Project area isiradustrial district, so it is important to know sjifec
industrial population in Jenin Governorate, bothbiognch specialization and by enterprise size. Gdige
major industrial branch in Jenin Governorate isrespnted by food and beverage industries, texdites
clothes, building materials and metal productaigtdes. All sectors show a population of micro anahll
industries, with low levels of value added genetated also low levels on intermediate inputs demahds

is reflected on performance levels show in theetaddbove. If for metal products industries thereais
structural problem of Palestinian economy, for oieer sectors it depends from a specific Jenin @ogn
gap. Project implementation, and also project parémce, depend critically from this considerations.

2.8.1. SAM multipliers analysis

This section analyzes how exogenous shocks aremiitiad through local sectors and institutionsalation

to their level of integration in the economy. ThaNs multipliers based on the 2007 SAM for Jenin are
reported intable 2.35.and2.36. They reflect the magnitude of the effects preduby a unit change in the
exogenous accounts (government, capital and theofethe economy) targeted to specific sectors or
institutions. Table 2.35. reports the multiplie the agricultural, manufacturing and service @act
Considering, for example, the first column, thefGoents reported describe the effect of a unibganous
change in the agriculture sector on agriculturelfitdl.107) and on the others sectors reportetdércolumn.
The largest effects are registered for the chen{ig&65) and wholesale and retail sectors (0.39B)e
elements on the diagonal are all greater than oree shey incorporate the initial unit injectiondarin
addition, the feedback effects. Therefore, theyasgnt the overall effect on the sector directfeaéd by

77



the shock. The highest effects are reported byrbiml sector (1.321), within manufacturing sectargj by
the banking sector (1.625) that registers alsdnitpeest impact on the total economy (3.401) preddgethe
leather sector (3.816). The difference betweentioas reported in the last row and reflects tHfeuence on
the remaining sectors.

Other sectors with potentials to generate effentshe local economy are the metal, plastic and eulind
construction sectors. An expansion of this latemtar, in particular, will largely benefit the |ddaxtile and
clothing, leather and building materials sectofs exogenous intervention in the metal sector eiad} is
likely to produce larger spillover effects on tleatile and clothing and chemical sectors.

Table 2.36reports the SAM multipliers regarding the forroatiand distribution of income. We distinguish
between the two component of value added: laborcapdal. Households are classified into 5 categoon
the basis of the level of disposal income per a€egtiivalent. Households obtain their income fronges
independent labor remuneration, capital revenuas taansfers from other households and from the
government.

The highest income on the demand for labor is preduby the metal sector (0.198) followed by the
construction sector (0.142) that has the highegaghon the remuneration of capital (0.648). Ineyeh
households in the higher categories are more iategdrin the economy and therefore are more likelyet
affected by interventions in the agricultural, mi@oturing and service sectors. However the effgaty
notably across sectors.
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Table 2. 35. SAM multipliers 2007 by sector (Jenin)
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Table 2. 36. SAM multipliers 2007 by factor and instutions (Jenin)
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2.8.2. Simulations of the socio-economic impact

In this section we conduct a series of simulatimnsvaluate the socio-economic impact of the coeabif a
logistic and industrial park in Jenin on the loeabnomy. In particular, the analysis focuses oreffexts on
regional GDP and household income. The industrizd @overs the 70% of the area allocated to thistiog
and industrial park. The manufacturing sectors thifit be most likely involved in the project areeth
following: textile and clothing, food and beverageetal products, chemical, plastic and rubber farally
the leather products sector. Also the construdtartor will be largely affected by the project.cdal of 157
new firms have been estimated to be operativeanttiustrial area and are distributed as reportddhle
2.37.. These firms are in general larger than thoseently operating in the Jenin territory. Jenin ooy
is characterized by small enterprises while theegtoinvolves medium size firms that are therefore
structurally different from the existing ones. Tlatter issue will be taken into account later wkeanario 4
and 5 will be discussed. The expected amount objmiortunities created is reported in column 6.tkn
basis of this information we estimate the exogeriojgstion in each sector that is reported as agrdage
of current output (2007) in the last column.

Table 2. 37. Current and simulated scenarios

Jenin economy — current scenario Industrial pagtimates Scenario 1
Total Output Number of Number of Number of Number of Injection (as %
Sector ' employees ' employees
by sector firms firms of output)
(average) (average)
Metal 219001 314 693(2) 24 720(30) 104
Food and beverages 570043 296 940(3) 31 1240(4( 132
Chemical 997569 40 121(3) 16 592(37) 489
Building materials 739924 184 1041(5) 15 435(29) 42
Leather 83087 1 13(13) 3 120(40) 923
Textile and clothing 1033320 182 1356(7) 20 800(40) 59
Plastic and rubber 66639 8 30(3) 4 100(25) 333
Others 680380 225 518(2) 44 880(20) 151
Construction 438778 36 243(6) 8 46(6) 19
Total 165 4833

At this stage, the simulation ignores the effectshe local economy of the creation of the logisgction of
the park. Moreover, the technology in each secdaonsidered fixed, this assumes that firms innne
industrial park are adopting current and not bat#ehnologies and, at the same time, potential ymtddty

spillovers are also neglected. A second scenasitsiders the overall impact when also the logistic,
administrative, eco-center, checkpoint and watenagament areas are taken into account. About 518
employees are required mainly in for logistic amnanistrative tasks. Given the average value bbila
productivity in these two areas, we simulate tifeat$ of an injection of 50% and 9% of current ot

the transport and public administration and segsittors respectively.
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Graphic 2. 4. Percentage expected increase in lo@DP
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The results reported igraphic 2.4.shows that the project will generate an increaskedal GDP of about
3.2 % (scenario 1) and of about 4% when the lagiatid administrative areas are taken into account
(scenario 2). This can be translated into an ovaraedease of real GDP in the Jenin governatoréi@bout

14 million US dollars. The benefits largerly affébe manufacturing and construction sectors thatvsdin
increase of about 8.5% of value added. There angever, notable spillover effects on the agricatand
services sectors that register an increase ofrfti®2a percent. The impact simulated here is ergetct be
larger once the technology spillovers above meptioare taken into account. At the moment, however,
there is not sufficient information to simulate Bwetfects on the local economy.

Graphic 2. 5. Expected increase in local demand fdabor
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Graphic 2.5reports the impact on the demand for labor inJisein territory. These effects incorporate the
initial indirect increase in the demand for labaedo the creation of new firms and the provisibsayvices
within the Industrial and logist area and the iaseein the demand for labor in the surrouding esgno
induced by the indirect and circular effects oneottocal sectors and institutions. The effectsofellithe
same pattern of previous results since most ofinbeease in the demand for labor is observed in the
manufacturing sectors (about 9%).
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Graphic 2. 6. Expected percentage change in income
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Graphic 2.6.reports the effects on the level of income of ldzauseholds. The industrial and logist area is
expected to increase overall income by 1.2 perc&mphic 2.6.also reports the distribuition of the effects
across categories. It is worth noting that the gombgseems to have a redistributive effect and cbelg
reduce inequality since households in the lowetdgoay of income receive gretaer benefits. The ohpa
simulated so far is expected to be larger oncetebbnology spillovers above mentioned are takeo int
account. In order to provide a baseline for thduataon of the effects of a technological changtuted by
the introduction of more advanced production preesswithin the industrial area we propose a third
scenario.

This scenario takes into account the technologtkspted within the industrial park but still neglatse
productivity spillovers on the sectors not diredtlyolved in the project. Because, at the momeetde not
have sufficient information to produce an estinftsuch technological change we hipothesy an isered
the average labor productivity in the involved sestbetween 10 and 20 percent.

Graphic 2. 7. Expected percentage change in GDP &mario 3)
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Graphic 2.7 shows the results of the third scenario. Wherirtbeease in labor productivity due to the use of
more advance technologies is taken into accourdalLGDP is expected to increase by 4.5 to 6.3 pérce
This represents an increase in the value addedaeddn the Jenin territory of about 17 - 24 roifliof US
dollars. Finally we analyze a further scenario thalvides an estimate of the structural changesced by
the project. Considering that new firms will be mgieng at different and, in particular, larger gcale have
estimated the input and factor requirements for types of medium firms: 10-20 employees (type A an
20-50 employees (Type B). Using this estimates axelobtained a new set of sector technical coefftsi
where the weights are the number of new employeestotal employees of the sector. Scenario 4 densi
changes in factor requirements for type A and Bidiwvhile scenario 5 considers the changes in logthts
and factors. The results are reported in grapl@i2.
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Graphic 2.8.shows that local GDP will increase by about 10% (3illion US dollars) when technical
coefficients are adjusted for the presence of riamsfwith different structural characteristics. $heesults
refer to factor requirements only. When changesverage inputs requirements are also considered the
benefits to the local economy are much largeaghic 2.9). The increase in GDP reaches 41%, (153 million
US dollars). Because type B firms are in generafemefficient and therefore requires relatively lowe
amount of inputs, spillover effects to the othectses not directly involved in the projects are ueed.
However the overall benefits are still large andRGB expected to grow by 33% (123 million US ddal)ar
Because the project involves both type A and Bditive overall impact is expected to be an averadfaeeo
effects reported above. The impact on househaldni® (not reported) follows the same pattern of the
results reported above but is of higher magnit@tmnsidering this latter scenario the project iseexgd to
increase overall income by about 12%.

2.8.3. Conclusions and further research

The results obtained so far have shown that tha Jerstainable industrial and logistic area wilbgwuce
heterogeneous effects on the local sectors anitutitats that depend on their level of integrataomd on the
ability to absorb technological spillovers. A highevel of disaggregation, at territorial level anderms of
income formation will allow us to better capturelsineterogeneities. We analyze 5 scenarios thmesicer
different spillover effects on the local economyeTresults show that significant effects are predumn the
local economy benefitting also sectors not directiyolved by the project. The project is expecidhtuce
an increase in local GDP that reaches 30-40% tmetethnological spillovers are taken into account.
The information gathered in this first analysis|veg used for the development of a spatial regigealeral
equilibrium model that will incorporate intra anaterregional flows. The model will take into accotme
presence of barriers to intra and inter-regionaifl due to numerous Israeli road blocks, closedsare
restricted roads by employing a mixed complemeritamework.
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3. Restriction to movements of goods and people: antesate of
the economic costs of closure

3.1. Introduction

For centuries, the Ancient Silk Road opened by\tbeetian merchant Marco Polo, connected Europe with
Asia through a complex network of trade routes. Ewplorer left Venice in 1271 and landed in Akko
situated at the north of the actual Haifa citylsirael. The natural re-opening of the Ancient Hitkad passes
through the establishment of peace in the Middist.Bais generally believed that the solutionhe tsraeli-
Palestinian conflict would be facilitated by thdieation of stable economic and trade relationslhigtsveen
Israel and Palestine through the “Peace CorridmKkjng Haifa to Sheickh-Hussein in Jordan crosding
West Bank, along the path signed by Marco Pol@gpfints.

This ambitious political objective would open ue thalestinian “cul-de-sac” economy with benefitsiioth
the Israeli and Palestinian party. A reductionhef bccupation intensity would have the effect aféasing
trade flows between the many enclave economiesedegithin the West Bank by the network of military
checkpoints. In peaceful periods, military contiokexerted through a network of fixed checkpointsoh
limit free movements of people and goods by abalit &f the potential sustainable traffic in the s#iig
road system as reported by The World Bank (20@4% éstimated that Palestinians mobility is restad
from 41 road sections in the West Bank by a sysiepermanent “fixed” blocks located on the maindsa
as reported by the United Nations Office for theof@ination of Humanitarian Aid, UN-OCHA (2009). The
restricted roads are major north-south and East-\Wassport routes reserved mainly to the movenoént
Israeli settlers. Palestinian drivers and commeérkahicles can apply for special permits to use¢hmads.
In periods of political turmoil, the number of tearpry “flying” checkpoints increases and can mdrant
double in a very short period of time.

In situations of “bad” political times, cargo andgple movements are reduced to a minimum becaube of
increased number of road blocks and longer chedkings due to more scrupulous controls. The risk of
losing perishable loads also increases. The scamements tend to follow alternative, but more righytes,

of lower quality, in order to get the checkpointswand. This strategic system of traffic blocks givese to
many local enclave economies, as if they were<citieder siege, leading to the economic paralystbef
whole economy. The majority of Palestinian familg@ecipitate with no type of insurance parachute in
disaster situation of hunger and abyssal povertys Situation generates strong collective resentraad
retaliation rage, which both perpetuates a strameéationship, and condemns the Palestinian pdpuldb
stay on the path of underdevelopment.

3.1.1. Motivation

The past experience of war conflicts around theldvoemonstrates that, in order to open the way to
prosperity and security for the future, it is nessgy that economic progress go hand in hand wilitiqad
progress. For more than ten years now it was proard it continues to circulate the idea according
which further malaise for Palestinians will onlycirase the humanitarian suffering, while for Israel
economic deterioration of Palestinian territoriad anobility conditions can only increase securigks. For
both sides, the current vicious circle of poventyd ainemployment contributing to instability and flich
can possibly be broken with the contribution of prévate sectors. The encouragement of industndl a
trade activities between Israeli and Palestinidagspan important role in this project. Howeveg firivate
sector development in Palestinian territories isently drawn back by a number of barriers. Som¢hef
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most critical hindrances on the way of economicetigyment are related to dat-to-day mobility of goadd
people. The barriers to movement and access betvitienthroughout the West Bank and on routesnigk
this area to the rest of the world, including itsghbor, Israel, along with the access to landesgnmt the
crux of the Israeli-Palestinian matter, with grissamulti-layered repercussions on the Palestintam@my
and society. The obstruction of intra- and integional, of the local production and consumptionggated
inadeguate procurement service, food (in)secunty laealth and determined (un)employment, educdtiona
choice, social segregation, social hierarchy aadilfy structure mutations. The incapacity to plae t
achievement of future objectives due to the unstgblitical relationships, are some of the closeffects
that generate future pessimism and fomenting hatefa. These “eager droppings” into an alreadytébit
milk” represent steps towards more accentuatedrpoeé the poor, on a political scene dominatedthosy
fuzzy rules of uncertainty.

But how did the movement restrictions become scegpdead and rigid across the West Bank? Whatsole i
played by the commercial trade flows for the sdgusisues related to Palestinian roads? What iauthaunt

of checkpoints that might be traded-off to ens@muse transports? Let us summarize some of thdsetleat
determined, in our view, the current configuratafnthe Palestinian transport network. By the midds$
Israel began to settle its own population on l@egond its prewar border. Palestinian land and mwate
sources began to be appropriated, and policies serén place to capture the Palestinian economy by
ensuring its dependence on the Israeli labor makdttrade. In 1987, the outbreak of the first al&an
intifada, ushered in new Israeli security restoict throughout the early 1990s. In 1991, the “opeor’
policy was revoked and personal permits were iniced for Palestinians that wanted to circulatesiadl.

In the same year the amount of “closure days” atkpoints — defined as comprehensive clampdowns on
movement in the territories — was registered fod&ys, curtailing Palestinians social and econdifi@@nd
preventing them from accessing Israel or neighlgodountries. In 1993, restrictions tightened furtaed
the Israeli authorities imposed a general closur¢he West Bank. For the first time, West Bankdests
were required to apply for a permit to enter Eastidalem, an area not only symbolic from a religipaint

of view, but also critical for specialized medicalre, university education, work, trade, cultuagial and
family relationships. In 1994, the Oslo peace pssagranted Palestinians a greater degree of auforaomd

a national government, the Palestinian Nationalhadty (PNA), was created. However, from the mid-
1990s, despite an influx of investment and donsistence, Palestinian economic growth was undednine
by continued limits on its sovereignty, the expansof the settlements, and ever-tightening reginston
the movement of people and goods. During this ders checkpoints and other obstacles, adminigtrati
and legal, became more numerous, Gaza and theB&Bktbecame increasingly cut-off from each other.

In 1995, the Oslo agreement split the West Bank thtee areas, A, B, and C, with different secuaityl
administrative arrangements and authorities. A stagwing the geographical position of areas A, B @nd
in the West Bank is presented in figure 3.1. beldte area A which contains all major populationtces)
and the area B, formed of mostly rural zones, actages under the Palestinian control. They an®anded
by Area C, which covers the entire remaining arepresenting 66% of the West Bank. The area C remai
under full Israeli control for both security anditan affairs, including land administration anthpning. It

is sparsely populated and underutilized. In 20Q#llowing the failure of the second Camp David
negotiations, a second Palestinian intifada eryged conflict ensued with devastating result002, in a
bid to reign in militant Palestinian groups, Isrdéalinched Operation Defensive Shield, a compretiensi
invasion of the West Bank that included incursion® the six of the largest cities with devastating
conseqguences. Palestinians sustained loss offjfey and massive destruction of their properhgliiding
homes, infrastructure, and institutions. Economgsés during this period were significant on batles
ordinary people were prevented from reaching tjudis and levels of unemployment and poverty rose at
unexpected levels. The World Bank estimated thakatly, some 35% of the total Palestinian popatatn
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West Bank and Gaza is under the poverty line ofSD per day. Land is of fundamental importance to
economic activity and development.

Figure 3. 1. OCHA map showing areas A, B, C and theutposts of Israeli Settlements in the West
Bank and East Jerusalem, Nov.2009
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The demarcations of Areas A, B, and C effectivdlgva Palestinians control over populated areasrmit
over the vast majority of their natural resources agricultural lands, which remain under the I6rae
controf. Consequently, as the population grows and rescamd economic development needs increase in
all areas, but particularly in areas A and B, Radess have nowhere to expand to. The populaticaréas

A and B combined is estimated at 1.8 million, whhe population in area C is just under 250,00@aAC
dwellers are mainly rural farmers and herders wheseial indicators and access to services and
infrastructure are already limited. While Israeldnainistrative and legal arrangements limit their
development to the confines of existing villagebjch already have limited space for demographievgip
38% of the area where they live is taken to seetdesnents and their infrastructure as well assiwurity
apparatus that constrains the movement of peoplgaods (World Bank, 2010). The populated land esss
from areas A and B are fragmented into enclavels avitegime of restrictions between them. Threendist
areas have been created in the West Bank, in adddiEast Jerusalem. Within these areas, furtheaees
have been created as well, bordered by checkpamtsoadblocks that isolate one community from fagrot
Today, the Jordan Valley is almost entirely cutfadim the rest of the West Bank. Military zones anadure
reserves in some cases overlap area C and com8%i of the West Bank.

Currently, most of these areas, banned to Palastinare found in the Jordan Valley and the eastepes
of the Bethlehem and Hebron governorates. Few ftales have permits to enter Jerusalem. Permdens|
are only allowed to enter the city through 4 ofelsting checkpoints, and only by foot. This haséased
time spent queuing for security checks and heigittdrvels of anxiety for those trying to accesssjob
specialist medical care, and places of worship. Wégeneral closure is declared during Jewish apdicbr
security alerts, all access is denied.

In 2002, following a campaign of Palestinian sutcibmbings, Israel began to construct a barriaratdhe
West Bank. The World Bank (2009) estimated the&8af the barrier, a massive concrete and steel
structure, runs inside the West Bank, cutting atlswhrough fertile lands and surrounding 80 Israeli
settlements located between the barrier and theerGigne. In 2006, Hamas won the Palestinian
parliamentary elections and Israel, which had resdoall its settlements and soldiers from Gaza & th
summer of 2005, began a new policy toward the \Basik and Gaza. This included tightening movement
and access restrictions and other legal and admaitii® measures, discontinuing reliance on Paliesti
labor, and withholding Palestinian tax revenueslune 2007, after a near civil war between thedfalan
political movements, Hamas and Fatah, the former swized full control over Gaza. In response, Israe
supported by the international community, begahtéiging a closure regime in operation since the- mid
1990s into a full economic blockade. In the follogisection we present the objectives of this stadya
component of the Jenin Industrial Area feasibititsm.

3.1.2. Objectives of the Transportation Study

Since 1967, the Israeli control over the movemdnPalestinian people, goods and resources withen th
boundaries of the Green Line has relaxed and tiglatefollowing in part the ebb and flow of the dastf
Over time, however, the apparatus of control itka gradually become more sophisticated and eféeict

its ability to interfere in and affect every aspettPalestinian life, including job opportunitiesprk, and
earnings. Extensive and complex, the apparatu®wmtra over the road network in Palestinian terrés
includes a permit system, physical obstacles knasntlosures, restricted roads, prohibitions onremge
large areas of land in the West Bank, and mostbhothe Separation Barrier. It has turned the V\Bzstk

3 Circa 87% of the Palestinian natural resourcesiader Israeli control, as stated by OCHA in 2010.
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into a fragmented set of social and economic idand enclaves, cut off from one another and it has
surrounded Gaza with a perimeter fence with heaxhtrolled crossings.

It became common belief the idea that the solutiotihe Israeli-Palestinian conflict would be faeated by

the activation of stable economic and trade ratatips between the two parties, Israelis and Rail@ss,
through the “Peace Corridor,” linking the port chifh to the Sheickh-Hussein bridge to Jordan, aosising

the north of the West Bank through the Jenin afdéds ambitious political objective would open ugeth
Palestinian “enclave” economy with benefits for thgarties, Israeli and Palestinians. Despite thgehu
amount of reports written on this argument during liast decade, many clue issues remain still amnolig

or necessitate further investigation in order tplax what the freight flows to and from Jenin aveauld

need in order to become sustainable in the medang-term. Some of these issues are the enumerated
below.

1. What is theimportance of freight and private transportatiam the West Bank economy and in
particular, on its northern region, including Jénin

2. What are the actual and potentiade corridorsto be used to reach potential markets, once that a
industrial area is established at Jenin; what tgp®bstacles and what are the associated costs
imposed by delivery delays? What impact on the eognwould have the abatement of these
obstacles and how these obstacles change duriragisits of political turmoil?

3. Whatvolumes of freightan be supported by the actual road network and dethey potentially
change under different political scenarios? Wheasares to adopt in order to make sure that the
loads are safe and the roads are secured?

4. Whatshareof “ineffectiveness”in the service of movement of goods is generatethbe existing
conflict between Palestinians and Israelis (cauliegclosure regime), what is the inefficiency ghar
due to local management and obsolete infrastrucamrd how does this market react to political
climate changes?

5. What is the dimension dfansaction cost®n the final consumption price and how does iecff
consumption and production patterns in the encn@nomies of West Bank, when the political
scenario gets worse? what would be the impact asetof possible “good deals” in the political
panorama?

6. How theactual situation could be improveth terms of road safety and traffic fluidity, say
removing gradually the existing barriers, and fiytal

7. What“peace dividends’may be derived from the removal of barriers and bould those gains be
fairly distributed between Israeli and Palesting@ople?

In this report we provide estimates of the costhefmovement and access focusing on the dimeo$ite
impact that the political turmoil has had on bosiakli and Palestinian people. We explore how the
movement restrictions on trade affected indireptiyduction, consumption and food security, and Inew
tensions in the political events arena have afteotevement restrictions and transaction costseriast ten
years (2000-2010). The findings of this study pdevanswers to the questions 1 to 6 addressed in the
previous paragraph, launching ideas on possiblgtienk to question 7. They are based on an anabysis
macroeconomic monthly data covering the years 200010 and on microeconomic survey data collected
on-field during the months of June and November9280d March 2010, aiming to estimate the costs of
closure, at the truck level and their impact at mh&cro level for the West Bank economy. Survey data
represent a resource of information about trafficditions concerning the movement of goods and Ipeap
West Bank, in particular, on the routes linkingideilo Ramallah for the movement of goods, and tzels
linking Ramallah to Jerusalem, Bethlehem, Jerichd Hebron, for the movement of people. This study
examines the medium-term impacts of restrictionméeement and land access.
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The estimation of economic costs of the Palestitgameli conflict caused by the military control of
movements of goods and people, both inside anddeutse Palestinian boundaries, paves the wayeo th
evaluation of peace dividends stemming from a lowtansity of occupation. Particular emphasis isgu
the effect of “good” and “bad” times on drivers'hlaeior under a risky political situation. The study
organized as follows. In the following section wesdribe the relationship between political turnmamd
movement restrictions in the West Bank describirgquantitative tools we used to differentiate ghagern

of restrictions during “good” and “bad” politicahtes.Section 3presents the features and the limits of the
Palestinian road network. Bection 3.4we present the methodology which formally repraduthe features
of the Palestinian transportation system both imotj and “bad” political scenarios. Data are ddsamliin
section 3.5 Section 3.6.presents the results of a numerical experimenedasn a route choice model
calibrated on the survey data collected througHiald-interviews and discusses both the economit an
social implications of the occupation. The finattsen presents the conclusions and discusses njaitg
issues for future research.

3.2. Political Turmoil and Movement Restrictions

After the “Six-Days” war in 1967, the Israeli authi@s sought forms of integration with the Paleistn
economy by expanding bilateral trade and investnapyortunities. Good neighborhood relationships
further improved thanks to the 1993 Oslo Accordat thranted greater labor mobility and freedom of
movements. Greater openness contributed to growepmendence of the Palestinian economy upon the
Israeli's demand, and induced Palestinians to becomre and more vulnerable to deterioration in the
political peace process. The Second Intifada irr Y890 led to the escalation of terrorist attacgaimast
Israel and exacerbated the fragility of the Paesti economy. To prevent terrorist actions, in 20@2State

of Israel started to construct the 703 kilometoegylWest Bank barrier consisting of concrete fengeto 8
meters high, located mainly on Israeli-occupiedittmies in the West Bank and partly along the 1949
Armistice Line, also known as the "Green Line" betw Israel and Jordan, defining the West Bank
boundaries, to be completed in 2010. The West Bzarkier, whose construction remains underway, has
been having a profound impact on the contiguitiPalestinian communities and traditional market cleds

in the West. The West Bank Barrier is shown inRiggure 3.2. below. Movement and access for Palastin

is increasingly channelled througkébric of Lifé' routes using secondary roads, tunnels and ungeesa
constructed or paved by the Israeli authoritiesFalestinian use. By mid-July 2009, 49 kilometrésuxh
alternative roads had been constructed to restaresgortation contiguity between Palestinian |dies]
disconnected by the West Bank Barrier, and othexels Infrastructure. By the same date, 58.3% ef th
planned West Bank Barrier route had been compidige 10.2% was under construction. When completed,
approximately 15% of the West Bank Barrier will benstructed on the 1949 Armistice “Green Line”
between the West Bank and Israel, while the remgil@5% will be inside the West Bank, extending in
some areas as far as 22 kilometres onwards. Alttdstof West Bank agricultural land will be lost ertbe
construction of the Barrier is complete, a situatio contribute further to the population impovement in
West Bank.

Israeli authorities also introduced more restrietoontrols on commodity shipments and the mobdity
Palestinian residents, both within Palestinianities and along the borders. The barriers undétany
surveillance act as a filtering channel of all &lalows through checkpoints. Figure 3.3. belowws a map
with the distribution of fixed checkpoints acrodge tWest Bank in 2007. The typology of movement
restrictions may take the form of impediments tvéling as “fixed” or “flying” military checkpoint®r
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other types of road barriers such as earth-mowmtgrete blocks, dirt piles, fences, iron gategramches,

in order to block access to main roads and diratgdfinian traffic towards staffed checkpoints. Tied
checkpoints are military control points where a 4n@emovable infrastructure obstructs vehicular and
pedestrian traffic and the presence of Israeli sycpersonnel is permanent. Security personnetrotsthe
official papers of individuals or trucks crossingetcheckpoint and conduct searches on vehicles and
belongings. The number of fixed checkpoints, remaioughly the same on a yearly basis. Flying
checkpoints are either operated using non-removiabidestructure but the security personnel is nmespnt

on a continuous basis, or they may be operated ibtamn cars. The Israeli Defense Force changes the
position of the flying checkpoints and increasesphesence, depending on the level of politicahair and
strategic convenience.
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Figure 3. 2.0CHA map showing the Separation Barrier betweendst and the Occupied Palestinian

Territories (“Green Line”)
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Figure 3. 3. OCHA map (2007) with the location of fixed barriet® movement in West Bank. Green
circles indicate the location of the main fixed ebkpoints for freight passage outside West
Bank
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Massive delays and queues lasting hours are rdytieported, both at fixed and flying checkpoints a
reported by the United Nations Office for the Canation of Humanitarian Aid (UN-OCHA, 2008). We
collect data on the sequence of political evendsnfthe systematic reports of the Palestinian Academ
Society for the Study of International Affairs (P8I& 2009) and théiddeastWeb AssociationNliddeast
2009), and rank the political relevance of thedaxicording to thecale of political relevance

The scale of political relevan&R is a ranking from 1 to 3 of three types of events:
1- "signature of agreements or lack of success inipalitalks’,
2- “death of political representative or election tirhemnd
3- “inciting behavior, terrorist attacks, military attles, or actions of land occupation

The ranking monotonically increases with the nundferasualties, which are positively correlatedhvifte
degree of political upheaval. The events that dobabong to any of the categories above are judged
politically irrelevant. Then, we analyze the evauatof some continuous variables on the backgrafrttie

PR scale. Some simple examples are presented irotlogving. Figure 3.4. below shows the evolution of
the number of flying checkpoints in the West Bankelation with the occurrence of political everiibe

key to this figure presents a series of illustatdwvents ranked 3 on tiRR scale. Inspection of the figure
reveals that before the start of the Second Iraifddring June and July 2000, there was a sharp and
sustained increase in the number of flying cheakgsain the Palestinian roads, with a peak of 91 ufhe
Second Intifada registered the loss of hundredbusfian lives and is therefore ranked 3 on the scale
Similarly, before starting the “Defensive Shieldiavation in the West Bank in March 2002 - an easb
ranked 3 on the scale - the Israeli Defense Foireased the number of flying checkpoints by mben
100 units in a month. When Haifa was bombed in 2006, the Israeli Defense Force increased the aumb
of controls on the Palestinian roads from 600 teost 900 in a single month. Interestingly, thiscpe was

not implemented during the Gaza War operation “Casd” in December 2008, when the number of flying
checkpoints in the West Bank remained at the |@feB0O0. This was partly due to the fact that the
Palestinian Fatah party, popular in the West Bamkjntained good relationships with Israel, while
dissociating from the extremist ideas of Hamasdeath Gaza. On the other hand, the limited impacdthe
number of flying checkpoints was also dictated htany convenience.

In general, we observe that the occurrence of agliepolitical events has been positively correlatdt the

number of flying checkpoints in the West Bank dgrthe last ten years, except for 2008 and 2009nwhe
there is a negative correlation of -0.46 betweemilimber of checkpoints and tAR scale.
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Figure 3. 4.Relationship between the ranking of events PR ahd humber of flying checkpoints in West
Bank (monthly data from 2000 to 2009)

Number of flying checkpoints and the political turmoil in the West Bank
Right scale: ranking of events PR
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Key to Figure 3.4.:
Sept-2000 Palestinians start riots after Ariel Shras visit to Temple Mount
Oct-2000 Second Intifada starts
Sept-2001 Terror attacks on U.S. World Trade CefeQaida);
Mar-2002 Israel starts “defensive shield operatian”West Bank
Apr-2002 Jenin battle
May-2002 Church of Nativity in Bethlehem sieged
Nov-2004 PA Presid.Yasser Arafat dies
June-2005 Violence flares in Gaza
July-2006 Hezbollah attacks on Israel (in Haifa)
Feb-2008 Suicide bombers and rockets from Gaza
Dec-2008 Gaza War, operation "Cast Lead" started

Figure 3.5. below shows the relationship betweerPtR scale, the number of Palestinian injuries, and the
media coverage.
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Figure 3. 5. Relationship between the ranking of ents PR, the number of fatalities and media
coverage measured as the number of articles publiet in “New York Times Journal”
(monthly data from 2000 to 2009)

No. of published articles in NYT conceming the Isracli-Palestinian conflict and the
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Key to Figure 3.4.:

Sept-2000 Palestinians start riots after Ariel Sivds visit to Temple Mount
Oct-2000 Second Intifada starts

Sept-2001 Terror attacks on U.S. World Trade CethéQaida);
Mar-2002 Israel starts “defensive shield operatian”West Bank
Apr-2002 Jenin battle

May-2002 Church of Nativity in Bethlehem sieged

Nov-2004 PA Presid.Yasser Arafat dies

June-2005 Violence flares in Gaza

July-2006 Hezbollah attacks on Israel (in Haifa)

Feb-2008 Suicide bombers and rockets from Gaza
Dec-2008 Gaza War, operation "Cast Lead" started

During the last ten years, the number of injuriesl diatalities in the West Bank has been positively
correlated with the ferment of the political sitoat as confirmed through numerous reports of UN-BC
(2000-2009), the Palestinian Trade Association (PRRDE 2008-2009), and the B'tselem Association
(2006-2009). It is worth noting the importance w#ligious” events. In proximity of either Hebrew Arabic
religious feasts, the social balance is much mosgalble than in other periods of the year and tigigal
tension grows. To capture this effect, we introdtwee dummy variables for the months in which thare
Israeli and, respectively, Palestinian religiousists. In “bad” political times, the number of flgin
checkpoints increases, whereas in “good” times imore likely to decrease compared to the average,
following the inertia of political events.

We summarize the features of this set of relatmnsupposing that in “good” times, which are triadially
not associated with the periods of political turh@sid religious feasts, the number of flying chemkgs is
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relatively lower in each region of the West Bankingd] as co-variates the scale, the religious dwsnand
the number of flying checkpoints in each goverrmmailt the West Bank in a latent clustering analysis,
identify, from monthly data collected on the |la=t tyears, those months that represent “bad” timdgleose
representing “good” times, for both Israeli andgtihians. Tests on the final result show thatdhes
states of the nature exhibit significantly dissamicharacteristics. To identify the good and batitipal
times, we define aindex of Political AlertPA as the outcome of the latent cluster analysis coieduon
proxy variables describing the political turmotiusition such as the PR scale of events, the nuaililgiing
checkpoints in each Palestinian governorate, adidators of those months in which either Palestisiar
Israeli people celebrate religious feasts. The hwobrresponding tBA=1 indicate bad times, and months
in which PA=0 represent a more peaceful period as a good time.

As a consequence of the closure regime, with sgawstrictions on the movement and access of faikas
goods and people, the economic growth processgisfisantly affected. Between 2000 and 2002, the
economy contracted by 30-35% (de Boer and Miss&§l@6). In 2004 unemployment levels reached 23%,
whereas the poverty level rose substantially, Witko of Palestinians living below the official potyeline

of 2.1 USD per day as estimated by The World B&@04). Over time, this closure has had several majo
impacts (Balls and Cunliffe 2007, and World Bank2p

it denied Palestinian producers the access to pattenternational, Israeli and domestic markets.
Restrictions either delayed or prevented the mowerné goods, making it both expensive and
unsafe to satisfy demand;

it reduced the mobility of people both within antt@ss Palestinian territories. This contracted the
flexibility of the Palestinian labor market, thugieasing unemployment, reducing remittances, and
discouraging international investors;

it contributed to maintain a high level of polititansion.

To gain access to world markets, Palestinian enseipface the challenge of moving within the ek
itself in spite of high transportation costs limgi the possibility to benefit from the advantagésaale
economies. A pernicious effect of the closure regimthe uncertainty it creates. Because shipparaat
accurately predict how long it will take to moveogis, it is difficult to commit to delivery times @mo enter
export markets professionally. Astrup and Dess08,1Zstimate that, as a result of movement restnit
after the Second Intifada, Palestinian internatidrdas declined by 40% and its external overatletra
decreased by 60%. The United Nations Special Coatoli (UNSC 2000) estimate a daily loss of about
USD 1.9 million in exports.

Transportation Statistics provided by the PalestinCentral Bureau of Statistics (PCBS 2010) shaat th
movement and access blocks affect mostly industhi@isrely heavily on transportation, such as vaigles,
fruits and bakery and other primary goods. It isttvaoting that transportation and communicatiavises
account for 11% out of the total West Bank GDP.degvrates in the West Bank are high due to the de-
development effect generated by the trade losdam@xchange volumes among local communities. At th
present rate of population growth the Palestiniemnemy would need to generate over 500 thousand new
jobs by 2015 in order to maintain unemploymentratiptifada levels and to avoid the risk of a fistdsis.
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3.3.

Road Network, geographical configuration and the cwotrol procedures

The occupied Palestinian territory of the West Biaek on the western edge of the Asian continedtthe
eastern side of the Mediterranean Sea. It is divela small area, covering 5800 square kilometars] is
located between Israel to the West and Jordanededst. It is divided into three main regions weight
sub-districts, namely the northern region of Jefimkarem, and Nablus; the central region of Jeeusa
Jericho, Ramallah and Bethlehem; and the souttegyiorr of Hebron. Palestinian enterprises’ partibgra
in international trade is therefore conducted Wi nieighboring territories of Egypt, Jordan anddsrFrom
data on trade flows as well as from on-field iniews with the local institutional and private buess
representatives, we identified the major tradeidors linking the West Bank with the rest of therldoThe
characteristics of these connections are presamtée table 3.1. below.

Table 3. 1. Main routes for transport flows linking West Bank to the Rest of the World

West Bank « | Via hub Advantages Disadvantages Overall
Shipm. solutions
Destination

WB—Europe Israeli ports: Haifd,less  expensive] high standards for security convenient

Ashdod faster requirements;

WB—North Israel ports: Haifa] less  expensive} NA™ convenient

America Ashdod faster

WB—Asia Agaba port less  expensivieNA convenient if

faster it will attract
more
shipments

WB—AIl desti- | Israeli Ben Gurion Multiple high costs of ground transportationiNA

nations, airport destinations high security fees;

large air shipm. available

WB—All Jordanian QueenLower  security| Fewer destinations available;NA

destinations, Alia airport costs difficulty incurred by passing the

large air shipm. Allenby Bridge on the way (back-ta-
back pallets transfer on a non-covered
platform,, no containers may be used,
no cold storage, crossing takes 4-8
hours, not opened during Isragli
holidays);

WB—Arab Gulf | Land borders to NA difficulty incurred by passing the NA

Jordan Allenby Bridge on the way (back-ta-
back pallets transfer on a non-covered
platform, no containers may be used,
no cold storage crossing takes 4-8
hours, not opened during Isragli
holidays);

Arab Gulf>WB | Alenby Bridge NA Scanning of goods is mandatgryalestinian
containers are not allowed, palletsmporters
small enough (not scanned pallets araust use
transferred to Ashdod); Israeli

intermediaries

Source: UNCTAD and World Bank studies * NA: Infation is Not Available

It worth noting here that the network connectingeBEnian territory with Egypt and Jordan lacksrefied

marking system, with most of the roads only markedording to local systems. There are three border
crossing points and four re-export points betwden Palestinian territory and its immediate neigbbor

(Egypt and Jordan, other than Israel, which exéiaiparticular situation, described below). They alf in
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poor shape, lacking storage areas, public utildies service stations for cargo vehicles, withtiéailoading
capacity and inadequate support facilities.

- Commercial crossings and re-export points with Eggafah is the only Palestinian commercial
crossing point with Egypt. It is mainly used faarisporting Palestinian imports and exports between
Gaza and Egypt. Most imports to the West Bank engethe Egyptian-Israeli commercial crossing.
Re-export points include Cairo airport, Port Saidl ahe Nueba crossing point (sea and overland
transport), however, to date Palestinian tradeve hat used these.

- Commercial crossings and re-export points with dordrhere are two commercial crossings with
Jordan, including Karamah bridge, (also referredgding Hussein Bridge or Allenby) and Damya
Bridge (also referred to as Prince Mohammed or Adaitige). Importers use the former, while the
latter is used for exports from the West Bank araka; especially citrus and fresh products.
Palestinian goods destined for transit through alortb neighboring countries are usually re-
exported through Al-Shouna in the Jordan ValleylyQi0% of total Palestinian merchandise trade
flows through these commercial crossings. In 198rly 5% of Palestinian trade went through
Karamah crossing, 3.2% through Rafah and aroundh2étigh Damya. The bulk of exports flow
through Erez crossing, reflecting the trade sestbeéavy concentration with Israel. Any of these
crossings, despite their geographical position,ndb have the role of “customs”for Palestinians,
since taxes, both for incoming and outgoing loads,collected by Israel and refunded later (usually
after long lasting procedures and controls, andigeal that no further blocks occur on behalf of the
Israeli authorities, as it recently happen with Wadue Added Tax refunds).

- Commercial crossings to Isradlhere are several checkpoints that allow for fregassage between
West Bank and Israel (Al Jalama, Bisan, Taybehgiyal, Beytunia, Tarkumya, as permanent
crossing points). From recent interviews with timefield experts (June 2009), it emerged that that
the Qalgilya crossing-point is prohibited for Pélgan loads whereas Tarkumia may be used for
incoming loads only.

Previous studies individuated attributes of somthe$e main re-exporting routes from West Bankedtilts
that the most effective ways, in operational teroeed for the transport of goods from the West Bank
towards Europe pass through Israeli ports, whetteagransport of goods from West Bank towards Arab
Countries is done through Jordanian land bordedspants. Their main advantages and disadvantages we
pointed out previously, by numerous studies (se€TAD 2005, 2006, 2007 and World Bank 2007, 2008)
as well as the possible advantages emerging fremrémoval of road barriers. The main criteria uted
assess the advantages and disadvantages of thiesarpo

- ground transport and accessory costs,

- number of security standards and security costs,

- number of desserved destinations,

- loss of time in the ports due to checks and queues.

Moreover, remark that Israeli airports and landtipand Jordan seaports are mostly preferred bytiasn
trade. The former are the unique alternatives abkal to export and import goods in the West Bank,
considering even the flows directed to other Aratmcantries, since the only crossing border outsiae
Israeli territory, Alenby bridge, cannot be usegkdily by Palestinians, but by their Israeli intedraries
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The road network in West Bank is fairly extendedl afi rather poor quality. There are no rail-roads,
motorways (full control of access roads), or fuoiesil airports or seaports in the West Bank arelasteTare
only two roads in the West Bank that are classifisdnain roads (state or national roads), nameite r80
and route 60. However, many segments of these roaits ought to be classified as local roads, ealbgci
due to the fact that they pass in densely urbarazeds, some of them contain speed breakers aadd®sec
there are numerous road blocks and checkpointseattin roads. The West Bank mainland road network
which connects the major locations and providegsgto main borders has a length of approximat@g®
km. A list of the most relevant trade corridorkimg West Bank locations and Israel is providethiole 3.2.
below. Following a zoning procedure at the govearae level, we identified more than 15 main itar@s

as being relevant for the inter-regional trade @adsport flows of goods between the West Bank'stma
cities and its neighboring regions. For example, tfain roads numbers 57, 60 and 66 link North tatfso
and East to West the northern regions of West Bahkreas several secondary roads provide linksematw
smaller locations in the same region (roads nuMdér 574, 578, 584, 585 and 588). In thble 3.1.we
indicate the relevant trade corridors from the V\Bamk along with the possible routes that link eadbin

to each destination. As far as restrictions areowap to Palestinians, truck drivers usually chabsdr
itinerary based on stochastic factors, such asitingber of flying checkpoints or based on theiringstion
about the queuing time at checkpoints in a padicday, rather than considering objective deternisa

The existing road network is in a poor state anoviples inadequate services following long years of
occupation, lack of maintenance and lack of apgatginvestment policies. Unlike the Gaza road oetw
situation, around 40% of the West Bank road netwsrkelow acceptable service levels, with the road
capacity being unexploited at its limit levels. garsections of the network pass through denselylptgu
areas. Moreover, problems such as congestion, &igident rate, travel time losses and high vehicle
maintenance costs are common to Palestinian traB#sts concerning infrastructure improvement are
priority for the local government, but they envisagnostly the rehabilitation of municipal roads ahd
improvement of accessibility to villages. Infrastiure projects with a wider development focus aretéd

in number and geographical coverage due to Israeldrol over large sections of the main road netwo
Public institutions, although present in a high bem are poorly coordinated and this leads to caafuin
their responsibilities and lack of efficiency, snthe development of the transport sector fallseuride
responsibility of a number of ministries and pubkdigencies including the Ministries of Public Works,
Transport, Planning and International Cooperatiwh lzocal Government.

Claiming the protection of Israeli citizens fromaaks, Israel introduced restrictive controls onveraent
(checkpoints) on the Palestinian roads and beybadbundaries of these territories. Although Isteesd
exercised movement restrictions on Palestinians thait goods following the Oslo Agreement, closure
during the outbreak of the second Intifada wasnsiteed systemically. The restrictions to movemarg
implemented by preventing commodity shipments aaldd®inians resident in the West Bank and Gaza from
traveling into or through Israeli controlled arebsparticular, the internal and external restaos channel
the passage of all travel flows through checkmoiiithe typology of movement restrictions is diverse
ranging from impediments to traveling, such asdiaad flying (or random) checkpoints, road barrimd
blocks, earth-mounds and trenches, to intimidat@aipniques, such as complete closure for seveyal ofa
the existing crossing terminals, aiming to discger&raveling by making use of the “uncertainty celtig
For the most part, the restricted roads in the VBastk are major North-South and East-West itinegari
reserved only to the movement of the settlers ofd international representatives. Palestiniaveds and
vehicles can apply for special permits to passutinothe fixed checkpoints on these roads, butrigyi
checkpoints are routinely in operation and appicechost Palestinian vehicles. The application aecsion
procedures to obtain these special permits are etsutme, ambiguous and often discriminatory. For
instance, a Palestinian driver is allowed to remur special permit only if he/she possesses aelilsra
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identification card - ID (this, in turn, imposesnditions on the driver's civil status, age and destial
location). On the other side, vehicles' specialspgs permits are materialized through the Isramdnse
plates (known as “yellow plates”, whereas the Ralies license plates are known as “green plateRip
Israeli license plates may be obtained if and dintiie truck owner (company, enterprise or othgret of
business) is registered with an Israeli ID. It iscemmon practice that, throughout the West Bangshg
companies, only those which are owned by Israelh¢lblers are staffed with Israeli license plates.
Furthermore, only the simultaneous matching betwherdriver with Israeli ID and the Israeli licengiate
may assure the exercise of the right to pass thréixgd checkpoints, whereas there is no “speceaht”
issued in order to bypass the flying checkpointkis Timplicity means that no driver withholding a
Palestinian ID is allowed to drive trucks with lglidicense plates. In table 3.6. from appendiximgude
detailed information reported by the United Nati@i$ice in the West Bank and Gaza (OCHA 2007) and
the World Bank (2007) concerning the screening gaaces in some of the most frequently used langport
airports and checkpoints.

Table 3. 2. Routes Linking Locations in the West Bak and Israel

Itineraries* Routes Number of fixed** checkpointand | Coeff.of
the type of road importance
for trade
(total=100)
a. through Tubas a. 1 check-point, safe 1
1-2. Jenin-Nablus < | b. through Huwara b. 1 check-point, safe;
Nablus-Jenin c. through secondary roagi<. no check-points, risky route.
a. 3 check-points
) _ a. through Beytunia b. 1 check-point (Al Jamallah)
3-4.  Jenin-Haifa < | through Al Jamallah | restricted for Palestinians, except fos
Haifa-Jenin; '
c. through secondary roagdood
c. no check-points, risky route.
. ) a. 2 check-points
5-6. Jenln—Rgmallam E_ :mgﬂgﬂ Ll;tt),?uss b. 2 check-points c¢. no check-points; 5
Ramallah-Jenin; c. through secondary roagldisky.
7-8. Jenin-Jericho « | a. through Tubas a. 1 check-point b. no check-points?
Jericho-Jenin b. through secondaryrisky.
roads
9-10. Jenin-Allenby« | a. through Za'atara a. 1 check-point b. 1 check-point | 0.5
Allenby-Jenin b. through Tubas c. no check-points, risky.
c. through secondary roads
11-12. Jenin-Affula <« | a. through Beytunia a. 3 check-points b. 1 check-point | 0.5
Affula-Jenin b. through Al Jamallah €. no secondary roads available
15-16. Ramallah-Jerichpa. through Jericho cp a. 1 check-point b. no check-poinis4
< Jericho-Ramallah b. through secondary-risky.
roads
17-18. Ramallah-Haifa a. through Beytunia a. 1 check-point b.1 check-point 5
< Haifa Ramallah b. through Tulkarm c. 3 check-points, no secondary roads
c. through Al Jamallah available
19-20. Ramallaht a. through Tulkarm a. 1 check-point 10
Ashdod <«  Ashod-| b. through Beytunia b. 1 check-point c¢. no seconddry
Ramallah roads available
21-22. Ramallah-Te] a. through Beytunia a. 1 check-point b. 1 check-point 2
Aviv  —  Tel-Aviv- | b. through Tulkarm €. no secondary roads available
Ramallah
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23-24. Ramallah-Haifa a. through Beytunia a. 1 check-point b.1 check-point 10
< Haifa-Ramallah b. through Tulkarm . no secondary roads available
25-26. Ramallah-Alenby a. through Jericho cp a. 1 check-point b. no check-poinisl5
< Alenby-Ramallah b. through secondaryrisky.

roads
27-28. Ramallahi a. through Beytunia a. 1 check-point b. no seaond 20
Jerusalem— Jerusalem- roads available
Ramallah
29-30. Ramallah-Agabgaa. through Beytunia a. 1 check-point b.1 check-point |c10
«— Agaba-Ramallah b. through Jericho cp no check-points, risky.

c. through secondary roads

Notes: * Itineraries are assigned double numbering in ortlerllow the same O-D pairs to play different
roles, depending on the transport flow direction.

From the corridors identified itable 2 above, we selected three main corridors, that cehgmsively
account for 30% of the total trade flows. Theseidors are corridors numbers 3-4 5-6 and 19-2Q,itha

the corridorJenin — RamallahThe real distance between the two locations ikildéneters whereas
the distance imposed by the presence of barriensoement is equal to 110 kilometers. It means
that, without the military road blocks on the roatisck drivers would cover a distance equal to 76
kilometers, whereas, given the current restrictimnsiovement they must lengthen their journey by
34 kilometers.

the corridorJenin — Haifa The real distance between the two locations ikildneters, whereas the
distance imposed by the existence of barriers teement, passing through Ramallah and Beitunya
crossing point, amounts to 280 kilometers.

the corridorRamallah — Ashod.

The first two corridors develop mostly along theimaads 57 and 60 respectively and provide support
more than 30% of the total intra-regional tradehaf West Bank, being over-classed only by the \Eest-
corridor going from Ramallah to Allenby throughidbo and by the Ramallah-Hebron corridor in dirercti
South. Since November 2009 transporting goods ffenin to Haifa was not allowed through the Al Jalam
crossing gate on the Green Line at North of Jemnesthis gate was used mostly for controlling peop
crossing on foot only. Al Jalama was opened toksua December 2009, on a temporary basis. During
“pbad” times of political turmoil or during religiaufeasts, in order to avoid long queues and evertas
waiting at checkpoints, the trucks transporting dgpfollowed alternative secondary roads (off-roamfsa
lower quality, such as roads n. 588, 508, 505 &®&lot other rocky ways crossing through the moustai

The main roads linking Jenin to Ramallah are mawly: 1) Jenin— Huwara— Za'atara— Ramallah,
and 2) Jenin— Al Hamra — Ramallah. Road optiod) runs North to South through two fixed
checkpoints, and follows mainly the route 60 (raferFigure 3.4). The second option is longer, ragni
North to South through the Eastern checkpoint irHamra, on road 57. Recently, this last option lieen
theoretically canceled (in march 2010), due toodmg infrastructural interventions on this road.wéwer,
there are other options following secondary roasially of bad quality or passing over rocky graaind
These off-roads may be chosen by truck driversyigeal the goods transported are not fragile, whenev
other options become infeasible. Complete clostiréhe fixed checkpoints during the Jewish Passover
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“Pessah or whenever the politicall turmoil increases d@he common practice. For example, the rocket
flares in Gaza at the end of 2008 determined tetridosure rules on the West Bank roads too, riaditezd

in longer inspections at the fixed checkpoints dhds, longer queues, and higher number of flying
checkpoints on the roads and off-roads linking fad&n cities. The existing fixed checkpoints bade two
main roads are permanently staffed and allow fergassage of both types of trucks, with Palestiarah
Israeli license plates, although the first onesrageiired special permits. No restrictions are isggbon the
type of goods transported. Queuing time at theselgoints and the duration of controls are amordédhs
time-consuming throughout the West Bank, due mambye fact that these roads cross mostly areggpef

A and B and the number of checkpoints is restricfdsio, curious and contradictory “regional” effechay
still be observed, during periods of “alert” suchiasudden decrease in the number of flying checkpamt
North whenever the conflict takes place mostly autBern regions, meaning that Israeli military &sare
mostly employed at South, aiifl no controls in checkpoints are reported by somektdrivers, because, in
order to avoid long queues and controls, they #tait journey very early in the morning (3-4amjem the
checkpoints are not staffed. Delivery scheduledatayed by an uncertain amount of time, rangiognf85

to 120 minutes compared to the “ideal” journey Kwiit any roadblocks), on a typical 100-kilometer
distance, such as the distance between Jenin andllRb. Under these circumstances, there is naoriileg-
by-doing” from one journey to another, since t@fionditions change day by day and so, minimizing
logistics costs by programming truck flows becomesmpossible mission. Delayed deliveries contaltot
increase transaction costs up to inconceivableegafteaching margins of 35% from the final saleésepy
such that consumption prices of goods on the Ruai@stmarket, absorbing the inefficiencies from the
transport chain, are similar or even higher thanpthices of similar goods on the Israeli markets.

3.4. Methodology

Once we identified the three main trade corridass,proceed with a theoretical framework to repredas
closely as possible the features of day-by-daywedetis along these roads. The choice of route diEpen a
rather subjective evaluation of the drivers over thaffic conditions before departure, and usuéii
information is only limited to some sections of doand it typically comes from unofficial sourceshel
problem we study in this section aims at reprodytite best as possible the main features of goadbdlity
across the governatorates of the occupied teegand borders. The travel costs currently rept&3n of
the selling price of goods in the West Bank. Thghhpercentage corresponds to more than three tinges
estimated average level of 10%, practiced in theroMiddle East countries (de Boer and Missagfg).
We calibrate a route-choice model with risk-avansers (the truck drivers) on the three trade corsidi)
Jenin-Ramallah, ii) Ramallah-Ashdod, and iii) JeHmifa. Figure 3.6. below shows a map with th&yis
and safe routes linking each origin and destinatibthese itineraries. The safe routes are colordalue
while the risky routes are magenta. The two coradd and ii) stream along the main roads 57 and 60
respectively, to collect most of the cargo moveméogether with the West-East corridor running from
Ramallah to Allenby through Jericho, and with theRllah - Hebron corridor in direction South, whae
not the object of this study. The total cost ofvéaare specific to each type of route and to étgel of
closure. We distinguish between “safe” and “riskguites as followsin general, aafe routeis a main road
passing through fixed checkpoints. Travel time ke toute is roughly predictable because the dsikaow

a priori the location of fixed checkpoints along tioute. On the contrary, thisky routeis a secondary road
or an off-road where flying checkpoints can be emtered. Travel times on this route are unpredietab
since they vary randomly, in relationship with thember of flying checkpoints and the duration aftcols.

The control procedures are complex, starting evefiorb the departure with the coordination procedure
following the queues before each checkpoint andirtepection procedure for trucks and drivers. Truck
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drivers directed either to Israel or to other WBahk locations, are supposed to inform in advabge,
telephone, the Israeli military authorities locastdthe fixed checkpoints along their planned iting in
order to anticipate the passage within a certaile schedule. The approval or denial to pass congditeach
departure. This procedure is implemented by thaelsiDefense Force on a sporadic basis and it lysual
takes between 5 and 30 minutes. Other special aloptocedures are applied to cargo transports when
passing through “Green Line” fixed checkpoints. kmtance, back-to-back cargo control is made tjmou
the transfer of loose goods from one truck to ampthy positioning two trucks against each othdrisT
procedure usually involves labor-intensive handlimge delays and damage to perishable cargo.

As a consequencthe total cost of travak generalized to include both fixed and variadwsts, incurred by
a trip along the itinerary . The fixed cost cor@sgs to the amount paid for moving one unit of goadhe
distance. This cost is associated with the load gpd does not depend on the itinerary. The variedst is
the cost component varying with travel time. Tatalzel time may be decomposed into sub-compon#rgs:
duration of the coordination procedure before deepay the total queuing time before the fixed alyth§
checkpoints, and the total duration of controldimithese checkpoints. Total travel time - and igigy, the
generalized travel cost - increases with the nurobeheckpoints. All the figures related to tratiates are
either measured in minutes or hours, whereas mgnettues are considered as USD per hour.
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Figure 3. 6. Three main corridors for cargo movemets: Jenin-Ramallah (darkblue), Jenin-Haifa
(magenta) and Ramallah-Ashdod (lightblue). Safe raes are represented by continuous
lines; risky routes are represented by dashed lines
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The monetary costs of travel are established mspart companies. These costs vary both with thkawiie
and with the type of route chosen (i.e. risky ofelaln figure 3.6. below we present some illusteat
examples of taxation of the cargo movements on sointbe major trade corridors in the West Bank, as
reported by the World Bank and Paltrade (2007A)ditth noting here that the roads on which transfors
charge the highest monetary prices are the roalls\gj the West bank with to abroad. In fact, deie®
made on roads that link the West Bank with othamtages, including Israel (Ramallah-haifa, Ramallah
Ashdod, Ramallah-Jerusalem) are more expensive thanintra-West Bank trips (Ramallah-Jenin,
Ramallah-Jericho). From the latter category, thadravith the highest tax is the one linking Jenin to
Ramallah. Interestingly, the high tax here, whelpproximately 650 USD per ton, corresponds tiglaehn
degree of risk associated with travel time unpradhitity rather than the distance, which is of 28eters.

Figure 3. 7. Monetary Costs of Travel in the WesBank, USD/ton. (Source: World Bank and Paltrade

2007)
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3.5. Data

This study uses both a "political” data-set complogEmonthly data from 2000 to 2009 on the evolutid
political and macro-economic indicators, and arf$@ortation” data-set based on survey data weateten
the period between November 2009 and March 201Gciiion of each data-set and the collection
procedures follow.
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3.5.1. Political Data at the Macro Level

We collected information concerning the monthly letion of political and economic indicators in Isfa
and West Bank and Gaza during the past ten yeam, January 2000 to December 2009, for a total6f 1
observations. The evolution of the events chariaatgrthe Israeli-Palestinian political scene isd#ed by
a set of indicators consisting of the number ofnflycheckpoints across the West Bank, the number of
declared curfew hours, the number of injuries amatlts from open conflicts, the number of Isradtiess in
the West Bank, the number of Palestinian ruinetleeses and the effective homeless people. Thasitye
of political ferment and its international relevartas been captured measuring the media coveragaria
of number of articles published by “The New YorkriEs” Journal concerning the Israeli-Palestiniangss
In order to describe the impact of the politicaligtion on the economy, we also collected indicator the
volume of the Israeli-Palestinian trade and with Wnited States, the Gross Domestic Product (Gibe),
Consumer Price Index (CPI), the value of Foreigre@iInvestments (FDI), food production and theueal
of agricultural output in both economies.

Summary statistics for the aggregate data-set @gepted in tables 3.6., 3.7., a®®. in the appendix.
Table 3.6. shows that, as expected, during badigadliimes, the number of flying checkpoints i ttWest
Bank increases from 313 to 584 on average per mémthe north and south of the West Bank, thisirig
more than doubles from 126 to 264 units and from 8 219 units respectively. Within governorates
located at the center of West Bank, the numbelyofg checkpoints remains almost invariant at #neel of

76 units. We compute the number of flying checktsofor the itineraries of interest - Jenin-RamallaR),
Jenin-Haifa (JH) and Ramallah-Ashdod (RA). The nemiff checkpoints on each itinerary is calculated a
the sum of checkpoints corresponding to each govata crossed by each corridor, scaled down bytarfa
of network density equal to 30 for the itinerarl#® and JH and to 60 for the itinerary RA (PALTRADE,
2007). Note that there is a substantial increaskémumber of checkpoints for itineraries JR addnlbad
times compared to good times, and a mild increaska case of RA. Because of the closure regimbath
times the number of Israeli trucks directed to West Bank decreases by 8%, whereas the number of
outgoing trucks decreases by almost 57% compargodd times. Inspection of table 3.7. reveals that
number of Palestinian victims increases sharplyt wie monthly average number of fatalities goiranf

44 to 54. In bad times, the number of injuriesws times higher than in good political times. Dyribad
times the attention of worldwide media also incesasThe “New York Times” Journal writes on average
68% more articles on the Israeli-Palestinian isswebad political month as compared to a goodoperi

In terms of economic effects, bad times impactifigantly on both the output and the bilateral wraaf each
economy: the yearly GDP drops by 6% in Israel apdl®% in the West Bank and Gaza in bad times
compared to good times (see table 3.9. in appeniix)ad times, trade between the West Bank aralisr
decreases sharply, since the Israel's demand FestiP@an imports decreases by 53% in favor ofraltve
partners such as the United States and EuropePalestinian economy also redirects exports to pestas
the United States and other Arab countries, evan & much smaller scale. Palestinian exports usvire
United States increase by 68% in bad times compargdod times.

3.5.2.  Transportation Data at the Micro Level

Survey data at the micro level were collected fidavember 2009 to March 2010. We conducted face-to-
face and telephone interviews with the truck-disvavorking for 5 Israeli-Palestinian transportation
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companies, 6 retail and distribution companiesradli customs agency, and 2 international reptateas

of companies that distribute aid in the West BaFtke survey contains 25 questions about the threst mo
recent shipments on at least one of the itinerariesterest JR, JH, and RA. The qualitative daithected
are related to the type of goods transported, tbedacteristics such as weight and volume, typlicefise
plate, monetary costs of transport, route choi@vel times, coordination duration, queuing andckhey
time for each trip.

Previous studies on goods movement in the West Bang&idered that traffic flows, in terms of numioér
trips per day are concentrated for 34% on the JRamallah itinerary, for 22% on the Ramallah-Ashdod
and Jenin-Ramallah-Haifa itineraries together amd48% on the Ramallah-Hebron itinerary (PALTRADE
2007). Therefore, we decided to maintain similgpamance weights in our sampling procedure conogrni
the three itineraries of interest JR, JH and RAeAthe quality control of the completed questioresathe
final sample size is of 277 shipments distributeabag itineraries as follows: 51% of the observation
concern the itinerary Ramallah-Jenin, 15% of thgmbnts are on the itinerary Jenin-Haifa and the
remaining 34% are on the Ramallah-Ashdod itinerary.

In general, the knowledge about the travel timeessary to move a load from one city to anotherots n
deterministic since the number of checkpoints thay be encountered on the way cannot be estimated.
However, travel times play a crucial role for thaivery service of goods, especially when the tpangd
goods are perishable. Therefore, data collectiotherfield is not only necessary but it representsiique
source of information concerning real travel timelse distributions of trips in function of totahtrel times
corresponding to each of the three itinerariesindBamallah, Ramallah-Ashdod and Jenin.Haifa, are
presented in the figure 3.8. a), b), and c) beldle truck drivers traveling on these roads wereedsh
report, along with the choice of routerisky or safe defined as above - the duration of each control
procedure they passed through along the trip, tieeiiqg time before each checkpoint and the number a
type of checkpoints encountered — fixed or flyings well as the pure travel time, intended agithe spent

in movement, waiting times excluded. The sum ollegha temporary measures is defined astthal travel
time of a trip (TTT)and it is represented iiigure 3.8.for each itinerary (OD) and for each type of link -
risky and safe

Inspection offigure 3.8. a)reveals some interesting features concerning tsteilalition of Jenin-Ramallah
trips on the risky and safe routes:

- travel time is shorter than 80 minutes with probghi0.70 on the safe route (via Huwara-Za'atara)
and with probability 0.6 on the risky route (offaas);

- the probability of a trip to take more than 200 utes (more than 3 hours) is higher on the safeerout
compared to the risky route (with both probabitittaking values no greater than 0.15);

- there is a non-zero probability of a trip to beder than 500 minutes on the risky route whereias th
probability is zero on the safe route.

Inspection ofigure 3.8. byelated to the trips between Ramallah and Ashaaaals the following:
- travel time is shorter than 100 minutes with prolitgh0.25 on the safe route (via Hebron) and with
probability 0.2 on the risky route (off-roads);
- the probability of a trip to take more than 200 utes (more than 3 hours) is higher on the safeerout
compared to the risky route where this probabisitgull;
- thereis a positive probability of a trip to lmagier than 300 minutes on the safe route wheréss th
probability is zero on the risky route.
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In figure 3.8. c)related to the trips between Jenin and Haifa, we aaserve that there exists a positive
probability for very long trips (500 minutes) orethisky route whereas this probability is zero be safe
route. This characteristic of the safe road inaedis attractivity in good times.

Recall from the previous sections that the periodvhich we collected the survey - the end of 2809
corresponded to “good” time according to the indegolitical allert (PA) defined above. With thisgmises
at hand, it appears that traffic conditions jusisirated by the graphics a), b) and c¢) influefeedhoice of
route in the following way:

Jenin-Ramallah: in good times, risk-averse uselilschbose the safe route whereas we expect that
risk-lover and risk-neutral agents will choose ttis&y route;

Ramallah-Ashdod: in good times, both risk-aversg /@gk-neutral or risk-loving agents choose the
safe option;

Jenin-Haifa: in good times, the safe route isgretd by the majority of truck drivers.

Figure 3. 8. Travel Time Distribution of Trucks: Survey Data by Origin-Destination and by Link (Safe
and Risky)
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Table 3.3. below reports the detailed summary s$tesi of the survey data collected on each itiryerar
Inspection of the table reveals the following:

the longest checking times at the fixed checkpangsregistered on the route Jenin-Haifa (almost 39
minutes per checkpoint represents the averagengaticountered on risky and safe routes);

the longest queues before fixed checkpoints (lidlites is the average time between risky and safe
routes) are encountered on the route Ramallah-Athdo

the longest checking time at flying checkpointserscountered on the route Jenin-Haifa (78.6
minutes per flying checkpoint). This average tirsealso characterized by a substantial standard
deviation (more than 228 units), confirmation ofe thunpredictible character of the control
procedures at the flying checkpoints;

when compared to the average checking time pendlyheckpoint on the route Jenin-Ramallah
(equal to 7.2 minutes), the substantial duratiocositrols on JH confirms the riskiness of this eput
the average load value that circulate between JemihRamallah is approximately 31,000 dollars
and the average truck weights less than 3 tonds.fatt denotes on one side, that the deliveries ar
of small-medium size or, on another side, importaefficiencies derived from trucks not traveling
at full capacity.

Table 3. 3. Truck Survey Data - Summary Statisticby Origin-Destination

Jenin- Ramallah- Jenin-
Ashdod
Variable |Definition Ramallah Haifa
(monthly data, except where specified) Mean (Std.Dev) Mean (Std.Dey) Mean (Std.De
Number of Observations: 142 91 44
Ck1fix checking at the 1st FIXED ckp (minutes) 7.18 (6.50) 29.61 (41.34) 38.84 (45.21)
Ck2fix checking at the 2nd FIXED ckp (minutes) 6.39 (5.99) 0 (0) 0 (0)
Ck3fix checking at the 3rd FIXED ckp (minutes) 0.70 (3.34) 0 (0) 0 (0)
Ckfixtot  |total checking at FIXED ckp (minutes): 14.27 (13.67) 29.61 (41.34) 38.84 (45.21)
ckfix+ck2fix+ck3fix
Quifix gueuing at the 1st FIXED ckp (minutes) 14.48 (1p.23 |101.20 (299.72) 27.52 (30.74)
Qu2fix gueuing at the 2nd FIXED ckp (minutes) 10.95 (0.91) 0 (0) 0 (0)
Qu3fix queuing at the 3rd FIXED ckp (minutes) 0.91 (3.50) 0 (0) 0 (0)
Qufixtot Total queuing at FIXED ckp (minutes) 26.74 (24.55) [101.20 (299.72) 27.52 (30.74)
Ckfly average checking per FLYING ckp (minutes) 7.20.21) 12.76 (35.40) 78.63 (228.79)
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Ckflytot total checking at FLYING ckps (minutes) 15.56.68 13.15 (35.40) 80.99 (235.00)

Qufly average queuing per FLYING ckp (minutes) 12.4073p. 12.98 (36.66) 74.31 (238.79)

Quflytot  |total queuing at FLYING ckps (minutes) 25.91 (45.41 13.37 (37.76) 76.54 (245.96)

tt pure travel time, without checks (minutes) 129.38.832) 60.34 (44.79) 130.06 (59.67)

tau monetary cost (USD/load) 539.5 (1.94) 386.26 (12D 601.59 (368.83)

TTT Total travel time (minutes) 216.50 (120.27) 116(480.25) | 326.44 (511.20)

Fix Number of fixed ckps.(reported) 2.18 (0.57) 2(0) (op

Fly Number of flying ckps. 0.91 (1.13) 1.03 (0) 1.03 (

Km Distance between Origin-Destination, declaréd01(0.97) 59.79 (21.23) 128.79 (73.26
(km)

Licen Licence plate (O=Palestinian, 1=Israeli) 1.06 (9.24 - -

Link Route choice (1=safe, 2=risky) 1.06 (0.24) 1.2a1p 1.47 (0.5)

Loty Load type (1=perishable, 2=non-perishable) 1.49800. - -

value Load value (USD) 31685 (254041) - -

weight weight of the load (tones) 2.90 (2.99) - -

In the following, we use the survey data descrieove combined with the macroeconomic data desgribi
the situation of political turmoil to calibrate aute choice model with risk-averse and risk-newdgants, for
“good” time and “bad” time of political turmoil. Thoutput of this model is the share of trucks thifittake
the risky route (and similarly, the share of trutat will choose the safe route) in good and id tiaes of
political turmoil. Once that the shares of trucksl dhe travel cost functions are known for eachopleof
time, we estimate travel costs per truck causea lojrange in the scenario, from good time to bae tim
respectively.

Table 3.10. in appendix summarizes the values ddrpaeters used in the calibration of this model. We
transform the time measures in monetary units bitipfying the total travel time (TTT) by its value.
Usually, the value of time is estimated from exhi@assurvey data. In fact, the estimated valuéheflsrael's
value of time is of 7.5 EUR/hour at 2005 pricesieglent to 9.67 USD per hour (Euromed 2007). We
calculate the value of time associated to Palestitiips is calculated from the estimated Israalug of
time and the ratio between the hourly wages coomdipg to each economy. We assume that the ratio
between the Israeli and Palestinian values of tsrequal to the ratio between the Israel's aveveage of
45.88 NIS/hour (CBS 2008) and the Palestinian @eemage of 10.62 NIS/hour (PCBS 2008). Thus, the
value of time obtained for the West Bank and G&¥B®) is 2.23 USD/hour. It is possible to tranforih a
travel and waiting times in dollars by multiplyiagj the time components that enter the TTT function
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The cost components associated with both riskysafiel routes used to calibrate the route choice hiode
good and bad times are shown in table 3.11. in ragipeand they represent mean values over the 277
shipments. The pure travel time does not chandeathtime compared to good time on the same route,
because it is related to the distance in kilometergact, this variable takes different values foe same
itinerary depending on whether the route is riskysafe. Both queuing and checking times at checkgoi
double in bad times compared to good times (PALTIEAIDO7). The coordination time does not vary with
the state of nature. Note also that there is nodioation time on the risky routes, containing ofiiyng
checkpoints, since this procedure is only requinedoutes with fixed checkpoints (i.e. safe routég® now
present the simulation results concerning routécehalong with the estimates of generalized traest per
truck and for the entire Palestinian truck fleeheTcomputation of economic costs of closure is then
extended to the West Bank economy.

3.6. Results

On one hand, the theoretical framework used in $higly and previously validated through numerous
publications in the field of transportation econosihelped us to predict the choice of route oeethr
itineraries, Jenin-Ramallah, Jenin-Haifa and Rasthafshdod for two types of drivers - risk-neutralda
risk-averse. The importance of the survey dataectdd on-field was crucial and the use of a thaalet
model helped us validate the collected data anegrate information from macroeconomic statistics.
Moreover, we analysed how these decisions chaoge good time to bad time, with the use of the indkx
political allert, PA built from macroeconomic daguccessively, we use the generalized travel costibns
used in the route choice model to estimate econawsts of closure at the truck level and for théren
West Bank economy. The results are briefly sumradrin the following and they represent the firgeaipt

to estimate economic costs of closure. Howevesethiesults will be updated in the near future pfeihg
more accurate predictions and tests.

3.6.1. Results Concerning the Route Choice

We conduct numerical simulations on a represematsk-neutral driver for each of the three itinera and
for each type of road, risky and safe. The reslisw that risk-neutral drivers prefer the riskyteoto the
safe route whenever the probability of good time:

is lower than 0.7 on the Jenin-Ramallah itinerary,
is lower than 0.5 on the Jenin-Haifa itinerary, and
is lower than 0.25 on the itinerary Ramallah-Ashdod

In general, we observe that risky routes are predein the north of the West Bank. In the caseenfid
Ramallah route, the result can be interpreted wigitrong preference of drivers towards the lottdrflying
checkpoint with probability 0.7 and 3 flying checkys with probability 0.3 with respect to a feable
preference towards the certain prospectééting 2 fixed checkpoiiit€n the itinerary Jenin-Haifa, short
pure travel times play an important role, alonghwtite relatively low number of flying checkpoin@n the
contrary, the safe route will be preferred almdisthee times on the route Ramallah-Ashdod, givest the
requirement for this preference is th#te probability of good times to be lower than 0,2&hich is rather
low compared to the observed probability of goades (equal to 41% which is the monthly average over
the last ten years).

114



On the other side, passing through the risky rastelways preferred in the south, for high enough
probabilities of bad time - with a probability tefeld of 0.75. From a behavioral viewpoint, thaétary
Ramallah-Ashdod provides an illustration of theerplayed by the subjective evaluation of individual
(Tversky and Kahneman 1992) in a route choice otnte particular, the pessimism bias (de Palma and
Picard 2008), making people to overestimate lowbabdities of meeting many checkpoints on the risky
route or overestimating the probabilities to endeurtong lasting queues on the safe route, expltias
preference for risky or safe routes respectivelye Tisk-averse agents always get higher expecibty ut
from traveling on the safe route compared to thkyralternative on all itineraries. Interestinglgk-averse
drivers with traveling between Jenin and Ramaltiabome indifferent between risky and safe routdsaih
times. The results on itineraries Jenin-Haifa aadnBlah-Ashdod reveal that, in bad times, a sigaiftly
lower level of aversion to risk is sufficient to keadrivers become indifferent when choosing betwresky
and safe routes.

These predictions re-confirm the estimates we sstgdefrom survey data collected in good time, riwga
that on Jenin-Ramallah routes risk-averse userssehthe safe route whereas risk-lover and riskrakut
agents choose the risky route, on Ramallah-Ashdedyene chooses safe routes, and on Jenin-Haifa the
safe route is preferred in good times.

3.6.2. Estimated Costs of Closure

On each itinerary and route we compute time, mopedad trade loss due to the worsening of existing
closure regime. Considering that checking proceslare longer in bad times compared to good times an
the number of flying checkpoints increases, theegaized cost of travel increases as well. Costneses at
the truck level are presented in table 3.4. beldMe estimate the value of the total monetary obstavel
from the functions of travel time multiplied by thalue of time for good time (when the index PAady

for bad times of political turmoil (when the ind®A=1). From the comparison of the two results,hat t
truck level, we obtain that time loss affects mp#tle risky routes with an estimated peak of +12#¥4he
itinerary Jenin-Haifa where the total travel timereases from 6 hours in good time to more thaholfs in
bad time for some representative trip. As a genauld, travel time deteriorates significantly duin
situations of political turmoil, mostly on risky utes. Travel times increase at more moderate padbeo
safe routes, ranging from +39% for the itineramyideRamallah, to +58% for the representative tepaeen
Jenin and Haifa. Generalized costs estimates pek-kilometer vary between 0.02 USD on the riskyteo

of JR, and 0.35 USD on the risky route of JH. Ntbtg cost differences in bad times are computedively

to the “good” time reference, which corresponda tooderate” level of closure.
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Table 3. 4.Per Truck Time Loss and Economic Cost, in Good aBdd Times

+ Definition Jenin > Ramallah Jenin > Haifa Ramallah > Ashdod
Safe Rishy Safe Rishy Safe Risky

1’ Distance, in kilometers 89 105 198 ha 95 110

1 Avg. Travel Time (TT), minutes”) 186 151 G148 106 316 371

in Good time
h)

2 Avg. Travel Time (TT), minutes 259 215 1026 010 482 783
in Bad time

3 Time difference in minutes: (2)-(1) 73 4 378 H04 166 412

4 Time increase in percentage: (3)/(1) 39 42 it} 124 53 111

5 Value of time (VOT) for the West Bank, 2.23 2.23 2.23 2.23 2.23 2.23
measured in USD /hour

G Avg.monetary cost, USD/truck 540 532 050 220 450 160

7 Generalized costs (T'T*vot), USD/truck, 546.91 537.61 974 235 461.74 173.79
computed as (5)(4)*(1) in Good time

8 Idemn for Bad time. 549.63 539.99 088 253.82 467.91 18O

Lt} Total cost difference, measured in 2.71 2.38 14.05 18.73 6.17 15.31
USD /truck: (7)-(6)

10 Cost difference, USD /truck /km. 0.03 0.02 0.07 0.35 0.06 0.14
computed as [(7)-(6)]/(1°).

k)

Simulation resulis, based on eq.{6)-(7).

In the table 3.5. below we present in detail tlpstto compute aggregate costs due to closuradagritire
West Bank economy.

Table 3. 5. Monthly Totals for West Bank - Time Los and Economic Cost, in Good and Bad Times
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e Description Time Value
1 Average number of trucks per month, incoming-+outgoing™’ Good 8,167
1 Idem. Bad 6,364
3 Number of trucks choosing Safe routes™ Glood 6.773.60
3’ Idem. Bad 5.091.20
4 Number of trucks choosing Risky routes®’ Glood 1693.4
4’ ITdem. B 1,272.80
5 Average monetary cost/truck on Risky  Safe routes, lT."‘w'l__)__-"l'ru(:k_.-"kmp] 1.51
5 Tdem. Bad 508
6 Average monetary cost per truck on Risky route, USD, rr'ul"kl_,"kmp) Glood 3.78
T Kilometers by month per truck? 13,000
8 Trade loss on Safe routes due to conflict, USD /month: [(3)-(3")|*(7)*(5) 116,100,904
) Trade loss on Reshky routes due to conflict, USD/month: [(4)-(47)]*(7)*(6) 200,295,869
L0 Total cost on the Safe routes, USD /month: (3)*(5)%(7) Good 167,440,019
100 Idem: (3°)%(5)*(T)+(8) Bad 171,110,748
11 Total cost on the Risky routes, USD /month: (4)%(6)%(7) (food 81,714,277
A Idem: (47)*(6)*(T)+(9) Bad 84,056,364
12 Total costs of traffic due to conflict, USD /month: (117)-(11)+(107)-(10) 6.512 815
12’ Total costs of traffic due to conflict, USD /year: 78,153,788
13 Perc.of transp. and communication services (TCS) in the West Bank anp®) 11 %
13’ Perc.of transportation in TCS industry in the West Banlk GDP* 50 Y
14 Total economic costs imposed by conflict, mil. USD /year: 1,420.97
147 West Bank and Gaza GDP at constant prices: estim.2009, mil.fTS]:J_.-"}T&\iir'S): 5,147.20
15 Economic costs of closure (Bad-Good political times), measured as

percentage reduction of the West Bank GDP 2009°) : - 28%

™) Value from table 3;™) Value from survey data—80%:;

) Value from survey data—20Y%;

P) Value obtained as average on S-routes {Prr.hf.f’ 7

YV Reference Buropean valwe:™ Source:PCOBS.

Lines 3 and 4 were calculated from the estimatedeshof trucks that decided to take either the satbe

risky route. We compute the value of “lost tradedn the difference between the average number of
incoming and outgoing trucks from the West Bankeach state of nature, and by using the estimated
average costs per truck. The total estimated imphciosure on the West Bank traffic amounts t016.5
million USD per month, equivalent to 78.15 millid#SD per year. Transportation and communication
services amount to 11% of the West Bank total GD®, 147 million USD in 2009 (PCBS 2010). Therefore,
the extrapolation of the total impact of closurdghe entire economy is straightforward and it ignested as
28% of the total West Bank GDP in 2009. This valepresents the cost increase between bad and good
times and thus, estimated costs represent a “lbaend” for the actual costs of closure.

3.7. Conclusions
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This study estimated time and economic losses g@teby the closure regime imposed on the movenfent
goods within and beyond Palestinian boundariesusecaf the political instability of the area. Theabysis
describes the route choice on the itineraries JBamallah, Jenin-Haifa and Ramallah-Ashdod, that ar
three of the most important trade corridors coringanhajor locations in the West Bank and Israel.

Given the military closure regime enacted in thestMBank, travel times are uncertain on some roads,
conventionally defined as “risky”. The results shihat in situations of political turmoil, truck agrs prefer

to choose risky routes to the “safe” ones, charaeg by predictable travel times, depending orirthe
aversion to risk. In particular, risk-neutral ageptefer the risky alternative when the probabitifygood
political time is: i) smaller than 0.7 on the JeRamallah itinerary, ii) smaller than 0.5 on thaideHaifa
itinerary and iii) smaller than 0.25 on the itingraRamallah-Ashdod. The model estimates that the
politically unstable situation generates an aveiiagease of 50% in travel times on the safe roatekan
increase of 92% on the risky routes in bad timespared to good times, when the number of flying
checkpoints is lower.

We estimate that the total impact of closure on\West Bank traffic amounts to 6.51 million USD per
month, equivalent to 78.15 million USD per yeamnc®i transportation and communication services amoun
to 11% of the West Bank total GDP of 5,147 millio&D in 2009 (PCBS 2010), the extrapolation of the
total impact of closure to the entire economy inegted as 28% of the total West Bank GDP in 2008s
value represents the cost increase between badaamtitimes and thus, estimated costs represeiwaer|
bound” for the actual costs of closure.
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4. Jenin Industrial and Logistic Area (JILA)

Preliminary feasibilty study engineering and plannng report

4.1. Introduction
4.1.1. Background

The present study represents a technical contoibuiti Euromid Network, the project for a logistmrigdor
and symbolic bridge between Europe and Middist.Haaims to encourage commercial relationships a
international investments, promoting employment #ochl development and contributing to social and
cultural integration among peoples in one of thestngeo-politically complex and problematic areashi@
world.

Figure 4. 1. Euromid Network project Figure 4. 2. Jenin district and it’s loation in the
West Bank

‘ JENIN GOVERNORATE March 2006 |
¥ o0

.

Situated between the Haifa port - on Israeli’'s Medanean coast - and the Sheik Hussein bridgheat t
Jordanian border, the project will lend an imparttrategic role to théenin Industrial and Logistic Area.
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This area was designated by the Palestinian Nathurthority within the context of economic planning and
investment promotion activities in the West Banitjvities which included, among other things, thsuing

of “ The Industrial Estate and Industrial Free Zorieaw” (L.10/1998) and the establishment of an
autonomous governing agency (PIEFZA)y the Ministry of Industry. The Jenin districtoject started in
1995 with the establishment of a private holdinghpany, the Northern International & Industrial Camp
(NIIC), which obtained formal approval from thal®stinian National Authority.

4.1.2. References and credits

The case-study of the Jenin Industrial and Logi8tiea includes a wide array of surveys and docusyent
commissioned during the last ten years and sumethesg follows:

a preliminary Feasibility Study was commissionemhfiNIIC in 1996;

the document entitled “Jenin Industrial Estate $&mpentary Feasibility Study, Final Report- Voll.
I-1I” issued in 1998 by the Palestinian NatibAaithority — Ministry of Industry, in collaboration
with the German cooperation, funded by the Keattalt fir Wiederaufbau (Kfw) and with the
technical contribution of a team of engineering aadsultant companigs

the feasibility study was then updated in Decen@®§7 by SIGMA Consulting Engineers, Amman,
Jordan;

a supplementary update of the feasibility study pasluced by the GITEC, CEC, UG team. It was
not done in coordination with the former docursemind is probably not correctly dated
(25/04/2009);

finally PIEFZA requested the consultancy of an Aicen company (Global Defence Solutions LLC
— Vienna, Virginia) which in January 2009 producegbreliminary document =Jenin Industrial
Estate Initial Security Assessment” — surveying ttesign according to suitable security and
operational parameters.

Together these documents establish a technicahforthational background that cannot be disregarde
We referred to them in creating the present sautiywe thank to the authors and institutionsHeirt
availability.

4.1.3. Methodology, design parameters and performance lelse

The project will be capable of meeting the effiggrand productivity requirements of the JILA duriiig)
full lifecycle. If these requirements are not inporated in the early design stages, we run theofigjuickly
reaching a critical level of inefficiency, espebiaproblems of traffic congestion, extended ingjmec
processes, insufficient storage facilities, witle tonsequence of compromising expected outcomes a
worsening operational management.

4

ThePalestinian Industrial Estate and Free Zone Auttyodieals with direct industrial development,

concession agreements with developers, issuegwitseo individual firms, public facilities and fedite infrastructure
(road, water, power, telecommunication networks...)

5

GITEC Consult GMBH (Disseldorf, Germany); ConisigtEngineering Centre (Amman, Jordan — Nablus,

Palestine); Universal Group for Engineering and €idting (Nablus, Palestine).
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The present study takes into accoordny assessments expressed within the wide docatientjuoted.
The revision addresses:
- all aspects necessary to conform the originalegtdjo the specific goals of the Italian project as
expressed in the following paragraph 4.1.4.;
- suitable responses to the main problems (see pgiagr.1.5.1.) noted in the document “JIE Initial
Security Assessment” provided in January 2009 Gyobal Defence Solutions”.

In the end, this revision presents an opportuiaityerify qualitative and dimensional standardsariks to

the advice of technical and professional operdtothe logistic centre “Quadrante Europa” in Verpaad
drawing from ltalian and European experience, weana number of technological and planning changes:
road systems, service roads, safety and secpatking layout and green areas, sizing of faesitand
industrial and logistic activities.

4.1.4. Tasks

The study aims to verify, from a technical, urb#mping and environmental point of view, the fediibof
the new specifications introduced by the Italiaoj@et, in the context of the investment and indakunation
program quoted in the foreword. The three most i@mb aspects are:

- a strong strategic interest in the logistics, inumy the location of a specific area (26.3ha) dmal t
organization of related facilities (customs sersjceomponent assembly and product packaging,
truck operators services, food and quality corirbbratories...);

- the realization of a highly sustainable anself-sufficient system, through the introductioh o
innovative technologies and an integrated managenwén primary resources (production,
consumption and re-cycling of power, water, waste);

- high quality of spatial and environmental standartsanks to careful urban planning and
architecturaldesign, considering both the proper distributiomd gunctional organization of
industries and thquality of life in workplaces where thousands obple will spend a large part of
their day.

Our report provides the elements needed to estigrates cost for on-site infrastructure, settinglglines
he guidelines for further implementations at thehéectural, engineering and technological level.

4.1.5. Potential issues

Our study accepts the authoritative assessmentédprbby the PIEFZA commissioned “Global Defence
Solutions” report. In the paragraph 4.1.5.1. wdrass the most significant design problems, wiml¢he
paragraph 4.1.5.2. we underline the operationablpnes, observed during the study, whose effectthen
guality of the final product shouldn’t be undened.

4.1.5.1. Design issues

A. The traffic projections (number of vehicles andchsfers) provided from PIEFZA and NIIC, show
the absolute inadequacy of the road network’s atidlesign. We address this problem through:
- a total re-design of the off-site infrastructuregsparagraph 4.3.3. and attached drawings),
which will be proposed to PIEFZA as a means of muprg accessibility to the industrial area
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and, in particular, the traffic management withire togistic area, through a well-organized
system of roundabouts amgiting-queue lanes;

- additional services like bus stops, external cakpdfor cars and trucks), fuel stations and
machine shops.

B. The problems we observed regarding power distobutire, mainly, of an operational nature,
because there is an inconsistency between théteffIEFZA) and the on-site (NIIC) infrastructure
designs, both of which should be complementargaR#ing power sources, our project introduces a
real revolution, through the use of both phottiol roofs and a highly innovative technology,
which will recycle organic waste for fuel produsti As a consequence, production sites for the
power systems have been revised and the distriboBowvork inside the industrial and logistic areas
reorganized.

C. Regarding the administrative and logistic facititi¢the potential problems need to be solved with a
thorough review and updating process. The intradnobf a substantial logistic area, which will
occupy about 30% of the total available area, uired in the general reassessment of the
settlement and the new dimensions of the induisirea.

Some additional considerations have been madediegathe administrative services. Remembering dinat
external area of about 4 ha, NIIC-owned is avaifalthe aim is to balance the facilities inside itigustrial
area with the facilities better installed outsitbeensure greater efficiency and security.

4.1.5.2. Operational issues

The risks of inaccuracy within the present studsultefrom difficulties in the relationship with tHecal
institutions, especially NIIC, which doesn’'t hawgetechnical office capable of being a reliableriotutor.
The difficulties we found in consulting previoushaitectural designs, particularly two sets of ngldrom
1998 and 2008 compromised the verification of the data elatexta in the various steps of the study.
Further operational difficulties are linked to dmsistencies among the various documents. Regasdigte
industrial plots, for example, the available docatméon provides a rather confused and contradictor
picture of the average suitable dimensions inshie ihdustrial area. The industrial surveys, telegho
interviews and investor requests by NIIC regardimdustrial activities in the West Bank provide uihw
contradictory numbers. For this reason, in planrting industrial and logistic area, we referred he t
example of Verona in order to provide further cifmitions.

4.2. Site analysis

4.2.1. Project localization

Within the widely varied landscape of the West Battkaracterized by significant changes in altitutie,
Jenin district is a large, fertile and flat arezdted at the northern Palestinian border. Theageealtitude
ranges from 400 to 500mt above sea level, descgrdirortherly direction and reaching its lowestat®n
(about 90mt) near the Israeli bordgrden ling.

Not included in the present study.

See the quoted documeénitial Security Assessmehy Global Defence Solutions LLC
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The access road of the complex (total length dfrh)7s linked to theRoute 60the major north-south road
in the West Bank, linking Jenin to Nazareth throtigh Al Jalama check point.

Figure 4. 3. Location of the industrial area in tle north-west of the Jenin district; (high) the gren
line and the Al Jalama check point.

a =
7:32 kmAlt

4.2.2. Topographical & geographical features

At present, the site has an agricultural use. ierly flat and slopes down from the south-easihé north-
west. The elevation is 89 mt at the southern boyndand 82mt at the northern boundary, the lowesttp
being at the north western corner, around 81mt.aMeeage slope is around 5%o, with a distance wghty
1.3-1.5km,. The future industrial area is bordesedhe west b§I-Mugatta’ Wadf, on the north by a 240mt
belt along the Israeli bordeG(een Ling and on the east by the old railway lihijézi railway ling) linking
Nablus with Alafola.

Water-ways usually dry, collecting storm water.
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4.2.3. Climate

The climaté of the Jenin District is determined by its locatiat the eastern end of the Mediterranean sea,
with moderate and rainy winters and hot and dryreers. The average maximum temperature recorded at
Beit Qadweather station over the last 42 years is 27.0@le the average minimum temperature is 13.5°C.
Between December and March, the daily average teanyre is 13.4°C, the minimum being 7-8°C and the
maximum 19°C. Temperatures rarely fall below fragzpoint. In summer the temperature is mild du¢he
effects of the Mediterranean winds, which reachJéin District due to the lack of highlands. Hverage
maximum temperature from June to August is 33.61@€ the average minimum is 19.3°C. The principle
winds blow from the south-west to the north-westl anostly from the north during the summer. The
average daily wind speed is 9.2km/h from June tgusti In winter, the rainfall brings the winds frahe
West and their speed, from December to February,7km/h. From April to June there may occur the
Khamaseerwinds, which blow from the Arabian Desert, cargyisand and dust and causing a rise in
temperature and a drop in humidity. The averageianhumidity in the Jenin district is 67.2%. Dyithe
winter it increases to an average of 84%. In suminé& 63.7%, while it drops to 39% during the
Khamaseemeriod. The average annual rainfall in the Jerstridt is 528mm.

The amount of rainfall decreases from 778mm at URiEan station in the west, to 286mm at Rabatati
in the east. The western part of the Jenin distrigbys heavy rainfall, because of exposure tonseds. The

Information fromEnvironmental Impact Assessmégr@98), document included in thieasibility study
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rainy season in the Jenin district starts in theédhe of October and continues to the end of Aptidarly
80% of the rainfall occurs between November araray. Snowfall is very rare in the Jenin district

Regarding solar radiation, the average humberotdr $iours between June and August is 10.8h/d gvithii
only 5.8h/d between November and February. In sunthe radiation is stronger, due to the absence of
clouds. The average number of daily solar hounsflane to August is 25.7 MJfg. In winter it decreases

to 11 MJ/ni/g.

Figure 4. 5. The future access road to the Jenin lustrial Area. Panoramic view from the Route 60
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4.3. The master plan

Figure 4. 6. North-west general view of the Jenimidustrial & Logistic Area

In accordance with the stated aims of the presadygpar. 4.1.4.), the master plan defines twtediint and
autonomous areas:

- INDUSTRIAL Area 606,434.4 f

- LOGISTIC Area 262,608.2 in

The total gross area is 869,042.6 m

Furthermore, there are planned:
- an administrative area (4 ha) at a 500 m distaaloag the planned road linked with the Route 60;
- an additional off-site area of 10.7 ha, 1.7 habich will be reserved for the railway line. Thisrne
will be comprised of toad networkers, car parksyise areas. Above all, it will be essential teed
to address the problems which the goods andaridfiv analyses have underlined.

In the course of several formulations, the proggeta was frequently revised, unfortunately not ghmaith
the support of clear cartographical descriptiorfse @ata on the real property varied from 113.6akan the
JIE Initial Security Assessment (2009) and in tH€ELT Report (1998) (fig.7) to 89 ha as in the SIGMA
Feasibility Study (2007) (fig.8)
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Figure 4. 7. Project area in the 1998 feasibilitgtudy

Figure 4. 8. Project area in the 200BIGMA
feasibility study

DEVELOPMENT OF JIE IN PHASE I WITH

POSSIBLE STAGES 1,2.3 & PHASE IL E = £
GITEC/CECIUG

The plans in the 1998 study were strongly influenlog divided holdings within the area, which bouhd
project to a sequence of successive phases, suftalypromoting investment, but obstructing thenpand

its future development. These problems seem to haga overcome in the plans of the SIGMA Consgltin
Engineers, of which we have only a partial cofigufe 4.8). In fact, the authors, in the updated chapter
4.3.1. of the feasibility study in 2007, emphagtzzt the development of the industrial area coelddalised

in only one phase. All this leads us to supposethi@aNIIC has the full availability of the areahmh would
justify, proposing a general on-site infrastructiagout, without multiple phases. These assesSramnat
confirmed by a cadastral plan, defining the projeta, and showing, furthermore, the new access$ roa
layout and the nearby 4ha area for the subsididmyirgistrative services. The project area is ab®@ita8
including the restricted railway area on the eastmundary. Without this area, we are left with9B@. as

the project surface.

Figure 4. 9. Cadastral plan

Sy

|
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4.3.1. The industrial area

Figure 4. 10. Location of the industrial area
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4.3.1.1. Accessibility, road system and car parks

Regarding the industrial area, the master planeptesa layout, organized on a ring road for thmany
vehicle traffic,about 2 km in length and arranging the plots adogrtb the criteria specified in 4.3.1.3..

The main network road will be 12mt wide, with twames (6+6mt wide); the roadway will have pavements
of 1.5 m on either side. Inside the ring, the agtital framework of secondary roads develops. Thd ro
width will decrease to 9mt (two 4.5mt lanes), wéither pavements of 1.5 m on both sides or, onsintes
trees and flower-beds (3.5 m. wide). These plastinill separate the main roadway from the serkaeels,
where the car parks, the loading/unloading zonelstia@ access points to the single plots will teated.
The curve radius will never be less than 20m.

Figure 4. 11. View of the facilities area, with thentrance gates to the industrial and the logistiareas

The ring-road will be equipped, at the four cornevith technical and functional elements: at thertim
eastern and the north-western corners the roadhleng to reach the two main technical sites (point
4.3.1.2.); at the south-western corner there icéingark and the loading/unloading zone. The raatrance

to the industrial area will be located at the beedstern corner through an entrance gate, whersettvice
buildings and areas are concentrated. The entrgaiess organized on a 3 lane entrance and 3 lane exit
system . Each lane will be 3.5m wide, separateah feach other by 2m wide traffic islands, which heotre
checkpoint booths.

Regarding the car park layout, a linear system deeloped, rather than one in which car parks are
concentrated in limited areas. This will allow cgers or visitors to park close to their destinapoints.

The use of service roads will facilitate that gadsuring a reduction of the conflict points betvéiee
circulation network and the loading/unloading zoaed allowing for temporary parking and the essénti
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operations of both cars and trucks. All the cakp@n the plans will be public. It will be necesséor each
firm to reserve an additional space of about 10%hefplot for private car parks. The design of $bevice
roads will allow for the insertion of parking arefs visitors within the private plots and will ginibit
unauthorized vehicles from entering the industaiai.

4.3.1.2. Technical support infrastructure

The technical support systems will be installeddagh the roadway, as follows:
- power distribution network, including Medium-tensisubstations;
- water supply network;
- telephone and data transmission network;
- security and control electronic control systemddai cameras, sensors);
- civil and industrial sewage systems;
- rainwater collection network;
- public electric lighting for roads, green areas, arks.

The primary road system will extend to the nordstern and north-western corners of the industried,
connecting the two main technical areas, whichhause respectively:
- the underground rainwater reservoir, the sewageoda and purifier, the pumping station and the
water tower; the location of the area, being inltdweer part of the site, will exploit the naturédge
of the terrain from south-east to north-west (sagraph 4.2.2.), facilitating rainwater drainage;
- the separate waste collection area or eco centtdhenpower production plant; the location will
allow, if necessary or useful for the working oétplant, the collection of Jenin’'s urban waste as
well, thanks to an external direct entrance point.

The power distribution system will be integratedhathe energy production of the solar panels, whidh
be installed on the proofs of the industrial bimitgs (shed system (fig. 4.12.), south-oriented)e Tibrth-
oriented windows create the best conditions foretk@oitation of indirect natural light and contiting to
energy savings and comfort in the workplaces.

4.3.1.3. Layout of the plots

The ring road for primary vehicle traffic will def the placement of the plots: the largest willobethe
external banks, while the mid-sized and small phlatsbe on the secondary inner road network. Gitleatt
the plots can be easily brought together on thg fde, we would like to emphasize the great ratignof
this layout. In fact the plan presents the mostigtangular plots with their short side facing toad,
optimizing the particular relationship between tbad surface and the number of plots and assunmgpést
accessibility. In sizing the plots we referredtadian and European dimensional standards, bet¢hesknin
industrial area will reflect both the regional metrland the strong presence of international opexaithe
current scenario requires a reduction in the nunabeplots compared to previous studies: the prese
master planforecasts a total number of 111 plots which wdluke industrial, craft or trade activities: 23
large sized (8-10.000m2), 52 med sized (3.000m&)3&small sized (1.000m2).

The industrial buildings will be sized corresparglito the different surface areas of the plotassified
SMALL, MEDIUM, LARGE and EXTRALARGE, as reported iing.12. The smaller sized buildings will be
concentrated in a barycentric zone, served by ansiacy road, which runs parallel to the main ermteamad
and is equipped with ample car parks. They willd®the craft and the trade factories.
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Figure 4. 12. Typological and dimensional featuresf standard industrial buildings
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4.3.1.4. Green areas and facilities

For the car park system and for the green aretd®imdustrial zone, we have developed a lineaesy®f
green strips with rows of trees and favouring thelitgtive rather than the quantitative. The grasra will

be an ornamental element and an opportunity totifigdlue road space. The green are will indicaterirain
entrance and the main road along its axis, likds@aal barycentre, beginning from the service alteaill be
both an official marker and a relaxing place foedks during the working hours, for a walk or a
conversation. The natural elements along the baiexlavill also serve as a visual barrier and as an
environmental mitigation especially near the téchinsites where noise, smell and view pollutioe ar
possible.

Finally, we underline the important contributioratithe grassy areas and the tree planted zonesogthe
improvement of the local microclimate, which vl taxed by the general problems arising from itréals
development. The extensive presence of asphalaterproofed surfaces can have severe consequdinees.
same attention will be paid to the car parks apencspaces, which will be provided with tree plagdi

The presence of a 4ha area along the linking rbadte600 m. before the industrial area, represetreful
assessment regarding the services best locathohliis administrative area (see paragraph 3ahd)the
ones best kept inside the industrial area clogeetoproduction activities, which are:

- ancillary services such as the Post office andBtmk;

- canteens, restaurants and bar;

- health centre;

- Data Processing Centre;

- Police station and Fire station;

- the Offices of Development and Management companies

Surrounding the buildings, which house the madilifees for the companies and for the people wagkin
the area, there will also be the primary open spaech as squares and public gardens.
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Figure 4. 13. View from the west: the long entrancboulevard of the industrial area; on the right sic,
the fenced boundary of the logistic area
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4.3.2. The logistic area

Figure 4. 14. Location of the logistic area

W

4.3.2.1. Accessibility, road system and car parks

Regarding the logistic area, the master plan ptessrayout, organized on a ring road for the prima
vehicle traffic, which will surround the buildings the logistic area along an east-west axis. Dlael 10f the

133



main network will be 12mt wide, with two lanes (6wbwide); the pavements will be 1.5 m wide onty o
the external side. The turning radius will neveldss than 20 m. The wide loading/unloading zonidsoe
located close to the warehouses and will be pavedncrete, to support heavy loads. Beeondary roads
will be reserved for car traffic and will be nogbuth oriented. The roads will be 7m wide (twb &
lanes). They will cross the car parks and accessvirehouses on their shorter side, where theesfiamd
the staff entrances are located, reducing conflittt truck circulation. The entrance zone will loeated at
the north-eastern corner of the ring road, witlraarmde points arranged on a 3 lane entrance anade3elst
system. An inner gate will also be located nearntiaén gate enabling a direct communication betwien
industrial and the logistic areas. This gate walluilized primarily by authorized staff, for exal@psecurity
officers or garbage collectors. Green and serare@s will be located outside the ring road, asipd in
paragraph 4.3.2.4..

4.3.2.2. Technical support infrastructure

The technical support systems will be installeddagin the roadway, as follows:

- power distribution network, including Medium-tensisubstations;

- water supply network;

- telephone and data transmission network;

- security and control electronic systems (video casjesensors);

- civil and industrial sewage system;

- rainwater collection network;

- public electric lighting for roads, green areas; parks. Figure 4. 15. Typological and
dimensional features of logistic
buildings

Also in this case, the distribution system will imegrated

with the energy production of the solar panels,clvhwill be T ; /T
installed on the roofs of the buildings (shed eys{fig.4.15), B 2 a
south-oriented). The north-oriented windows wikate the I +1.20 T I

best conditions for the exploitation of indirecttural light,
contributing to energy savings and comfort in tharkplaces.
The logistic area will be furnished with an ECO NCERE,
for the collection and separation of waste.

4.3.2.3. Organization of the logistic area

The road network will define the general layoutamneast-west axis, with buildings oriented lordjitally,

of about 5.000m2 and characterized by two longdasa(northern and southern), which will house the
loading docks. Among these will be located a baidof about 7.000fmcontaining a cooling-system for
cold storage. The only exception within the baajout will be a building of about 18.008nincluded in
the 2nd phase.

The squared-off spaces in front of the buildingdl Wwe 20+3m, allowing 12m of road space for the
manoeuvring of trucks. A free area will be desigddr stocking open air containers and will beuipged
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for providing power to the cooling system. This wpgrea will be around 550m in length, enough to
accommodate a merchandise train of that lengththignway assuring intermodality for the logistientre.
Regarding the size of the plots we referred abdh and European dimensional standards, in péati¢o
the knowledge gained through the experience of@luadrante Europahe logistic and intermodal centre in
Verona.

Figure 4. 16. View of the logistic area

4.3.2.4. Green areas and facilities

The green system in the logistic zone will playnaiily the role of externabarrier and environmental
mitigator  since, inside the operational zones, bititg requirements render each physical obstacle
problematic. These barriers will be 15 to 30 m waakel along the southern and western boundari¢$evil
dotted with trees. The ancillary services in thgidtic area will be:

- a customs area with a plaza and warehouse, alsxtiended inspections;

- analysis laboratories (health and food inspectemises);

- rest areas for truck drivers;

- inner car park for trucks operators;

- eco centre for the collection and separation oftevas

4.3.3. Off-site facilities and infrastructure
4.3.3.1. Circulation, road system and car parks

For this project, great attention was paid to icatfrculation, in order to prevent the so call&ifgle Points
of Failure”, the particularly problematic pointstiin the traffic system, providing alternativesthre event
of breakdowns or accidents. First of all, it wasential to consider the circulation from the maiad and
the single gate to the rest of the industrial amgilstic area. The project develops a complex rgatem with
ancillary services, able to support the consideraxpected vehicle traffic. We propose some saistio
these problems:
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doubling of the entrance gates, providing sepaaatess to both areas, which house the industrial
and logistic activities;

the separation of traffic streams at the entraau@ exit points (southern for the logistic area -
northern for the industrial one);

the organization of a waiting-queue lanes systempable of absorbing, without congesting the
central roundabouts, possible delays caused bynspection and control operations at the entrance
or exit;

increase in the number of entrance gates to bahsawith 12 lanes organized in the manner of
highway gates and equipped with electronic corstystems (telepass);

the location of two large external car parks: ia tiorth a car park for 288 cars and in the south
another for 40 trucks;

the location of a bus-stdbcentrally placed and close to the gates, equigsdl for pedestrian
access.

Figure 4. 17. Location of the off-site facilities ad the infrastructures

4.3.3.2. Administrative service area

A general service area will be located in the exdkrdha area. This location is more suitable fausgy
requirements and functional autonomy. The sendces

- government agency offices (PIEFZA, ....);

- private company offices;

- workers and staff facilities such as nurseries@agschools, mosque;
- hospitality facilities such as residence and hotels

- exhibition rooms;

10 In the short term, only a bus-stop will be neaegsbecause public transportation to the cityesfin is

considered in the traffic studies as a prelimirgugstion. But in the medium-long run, it could lesgible to re-
establish the old railway line Nablus-Alafola, wih underground station at JILA placed within tbatext of a
Regional or Metropolitan Railway Network.
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- conference rooms and connected services.

4.3.3.3. Additional services for truck operators

The organisation of the off-site road system withypde for additional service areas for truck @yers at
the southern end, such as the filling station &edtachine shop.

Figure 4. 18. View of the eastern boundary of thendustrial area with the off-site complex and, lower
right, the power plant

4.3.3.4.Dimension of buildings and service areas

The master plan is the outcome of progressive ptgremd careful comparison with verifiable standard
the European industrial and logistic areas and wilter feasibility studies within the West BariBenin,
Betlehem, Jerico). ltable 4.1, the assessments are calculated in terms of biglgaed, total are& and
volume of commercial, craft, production, logistiod service activities.

Of course, these are projections, since it's imiptesgo predict business requirements in termsiradoor
and outdoor spaces. We therefore assigned to dhustiial area a medium buildable ratiof 50%, within a
range of 40% to 60%.

1 The projection on the surface area of each gldi

12 Space requirements for all structures, includwajls and technical rooms.

13 The ratio between the buildable area and thespidace.
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The logistic area differs in that the overall dime®ns will be independent of indirect variables.
The table shows also the number of expected bgi#diand some details about the ancillary services,
including those located off-site.

Table 4.2.is subdivided by projected use with relative patages: the areas for production buildings and
warehouses; spaces for the road network, car pgr&en areas and technical, administrative andlayci
services. Also shown is the number of internal exiggrnal car and truck parks, both for the indaksand
the logistic area.
Infrastructure is included in the design of thejget roads, technological networks, standardslitias. The
flexibility of the area development will be ensuilleglthe individuation of complementary phases, kisain
the following design elements:
afulland functional autonomy between the logisiid the industrial areds
the realization, both in the industrial and in thgistic area of a first phase (80% of the graeap
including the road system and the primary techrsoglport system and a second phase (20%) with
the secondary roads and the secondary technicabsugystemfigure 4.19.).

Figure 4. 19. Location of the first and the seconghases in both industrial and logistic areas

14 It will be best, in terms of general systemaéincy, to effect a contextual development.
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I1° stralcio

A ‘..‘.a% %%.%

4 50 100 150 mt

1* ph. industrial = 483.064sm (80%) *' ph. logistics = 206.622,9sm (79%)
2" ph. industrial = 123.370,4sm (20%)" Dh. logistics = 55.985,3sm (21%)(21%)
total industrial = 606.434,4sm  total logistic262.608,2sm
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4.4. Technologies & integrated process management

4.4.1. Power supply

How to deal with power supply is one of the moseinasting of the Italian project’s contributions,terms
of sustainability and technological innovation. Rbis phase of the study, we had a number of teahni
briefings with consultants and companies directiieriested in investing in the JILA. These companies
showed interest in the opportunities linked to¢beent energy research. Three processes will enored
within the power production technical area:
the collection, separation and pre-treatment oftevéd®m the industrial and logistic areas (ECO
CENTRE);
the subsequent introduction of organic and plastiste into the fuel production system utilizing
molecular restructuring;
the use of liquid fuel in feeding the electrimgeators and co-generation systems.

This process will be integrated with a SOLAR PHOT@MWAIC POWER system, installed on the
warehouse roofs, south oriented and cabled toitkerters, allowing for conversion from the diret the
alternating current. The generated power, whialotsused inside the JILA, will be transformed tlsited
and sold through a medium tension network, linkethe local power distribution network. The insttithn
will be expensive. However the use of renewablergne sources will balance the investment, with
economic incentives and financial contributions @rvironmental protection.

4.4.2. \Nater

4.4.2.1. Rain water drainage and collection system
During some periods of the year, the rainfall ie tRlenin area ensures great water accumulatias. Th
suggests the need to organize an efficient rairematainage and collection system. In the Palestini
Territories, open air drains are normally usedc@sirmed by the road sections in the feasibiitydies
(paragraph 4.1.2.). However, we think it would Iseful to organize a closed drainage system (widmdr
wells and sealed pipes), ensuring a reductionakadge and/or evaporation. Rain water will be ct#iédn
an underground reservoir, located in the north-grestechnical site of the industrial area, wheezdhis a
natural slope. The correct dimensions of this litgawvill require a specific engineering study.

4.4.2.2. Sewage collection & wastewater treatment plant

This project is inspired by sustainability and sifficiency goals. We therefore envisage the ringaof
waste water both from the industrial processing famh the logistic and administrative services. éwting
to the required pollution levels, specific wastaavgre-treatments will be conceived for each igu§he
water will then be collected and sent to the tedirsite in the north western corner of the indaktrea,
where the central depuration plant and the pumptagonwill be located Finally the water will be re-
circulated in the internal water network. In thése too, the project will call for specific engiriag skills.

4.4.3. Solid waste management

The industrial solid waste will be directly pipedta the ECO CENTRE for separate collection at the
technical site of the power plant. The waste frdma logistic area will be kept in a temporary intrn
collection site and daily transferred to the ECONTRE.
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The use of waste for fuel production suggests tsipility of integration with the waste collectisgstem
of the Jenin urban area. This objective determthedocation of the technical site, which will kdose to
the north-eastern boundary and easily accessiime tihe off-site roads to the industrial area. €heill also
be the possibility of expansion in the future. &gards the JILA requirements, in case of overpralc
fuel can be easily stockpiled and transporteddaie.

4.4.4. Telecommunications network

Regarding the phone network and the data trangmisgistem, agreements will be made with the phone
companies. The choice was made to utilize an @gndend cable network rather tharwaelesssystems,
due to better security guarantees.

4.4.5. Check point and security

The entrance gates (par. 4.3.1.1. and 4.3.2.1l)fumttion like a motorway toll gate, with the paanent
presence of attendants, who will check a identifices, entrance/exit authorizations, cars and naerdise.
Efficiency and speed will be considerably improvibdnks to the use of electronic systems such as
TELEPASS®. The number of lanes (3 at the entrance and Beatekit, for both areas) will ensure the
operability of at least two lanes, in case of bdmain. The lanes will be separated by the gatekéepe
lodges.

The entire area will be fenced and the movememipotds and people between the two areas, induatril
logistic, will be checked and regulated with diffg security levels:
inside the industrial area, the security level vadl lower, due to the great number of workers,
visitors, suppliers and purchasers.
the logistic area should have a high level of sgcurecause of the sensitivity of the customs
operations, the hygienic, sanitary and quality canthe cold storage system and also, if authdrize
by the Israeli border authorities, the sealing tad truck, for crossing into Israel through the Al
Jalama check-point.

A centralized surveillance camera system will conédl public spaces: the roads, the car parksgteen
areas and the boundaries. Private properties eviélduipped with anti-intrusicadarms.

15 Except for occasional anomalies, the capacityattteck points for vehicles with telepass couldhetb0

vehicles/hour (about 8 seconds/vehicle) whilehant¢ase of ticket buyers, the capacity decreast®dwehicles/hour
(about 30 seconds/vehicle).
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4.5. Environmental impact

When the design reaches the execution phase,lib&ihecessary to proceed to the Environmentahéinp
Assessment (EIA) due to the size of the industral logistic area and the expected consequencéseon

local environment and community in the Jenin distriThe EIA will be based on the following
considerations:

the projectdescription, in particular:

- the physical characteristics and functional rezqagnts of the project areas, during both the
construction and the operationddases;

- the main characteristics of production processatifa and quantity of used materials);

- the kind and quantity of waste and expected eomss{water, air and ground pollution,
noise, vibrations, light, heat, radiation...);

- the technologies and techniques which reduce emnissand decrease the use of natural
resources, the best available equipment at addeptasts;

- the assessment of the main alternatives, incluthiegzero option; the comparative study and the
environmental guidelines;

- the environmental factors involved in this projeptople, fauna and flora, ground, water, air,
climate, material goods (agricultural and foadshitectural and archaeological heritage), langisca
and the interaction among all these factors;

- the assessment of the expected environmental isipathe project: direct and indirect; cumulative;
at short, medium and long term; permanent and teampopositive and negative. These impacts will
include the consumption of resources , emission pratiuction of noxious substances and the need
for waste disposal;

- a description of the necessary actions for avoidiegucing and compensating for the project’s
negative impact on the environment;

- adescription of the necessary steps for enviesal monitoring.

We can say in advance that the overall design ekgicrsue environmental sustainability goals, @algtily

in the case of the integrated management of theures production cycle (water, power and waste)
presenting an acceptable balance between envirdahstandards and economic and social progress.
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Figure 4. 20. Photomontage of the tridimensional natel on the background of the Jenin plan
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4.6. Conclusions

It is our aim to create a master plan of high datlie standards, utilizing an urban, architectaad
environmental design which will ensure:
a functional organization in terms of accesstiilitraffic and car parks;
a correct allocation and functional layout of tlugistic and industrial processes;
use of green areas, public spaces and facilitieshwhill provide “quality of life” in the workplacg
a system flexible enough to absorb temporal presessd transformations which are not always
predictable;
an integrated management of the resource produatidrconsumption cycle (water, power, waste),
ensuring a high level of sustainability.
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Table 4. 1.

Index of volumes and surface area
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Table 4. 2. Index of surface area — type of structe
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Figure 4. 21. The General Masterplan
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5. The Jenin Sustainable Industrial and Logistic Area(JILA):
economic and financial analysis

Executive Summary

The Industrial and Logistic Area in Jenin is a sei§tainable project involving an integrated clusfefirms
and a logistic port based in Jenin, Palestine. Phigect represents the first pillar of the largeoject
Euromid Network which aims at developing a symbdlitdige linking the Europe and the Middle East to
foster trade and local development and to provideportunity for greater social and cultural imeggpn.

The project is an important opportunity to:

- establish a relationship between the Palestinidnsmeli economies;

- open the Palestine enclave economy and to impremgrisy through efficient scanning techniques to
allow movement;

- encourage Palestinian diversification through newddé agreements, new infrastructure and adoption
of productivity enhancing technologies;

- generate employment in the short run of both ulegskénd skilled resources;

- favor industrial development projects independenmt foth energy and water supply with low
environmental impact.

As illustrated in the attached master plan, thgeptpwhich covers an area of about 90 ha locatetthé
Jenin territory destined to industrial use, cossidtthe following subprojects:

- industrial park (66,34% area);

- land port (27.59% area);

- security check point (2.30% area);

- power plant from alternative sources of energy4%%rea);

- water management facility (0.62% area);

- administrative area (1.21% area).

The project plan has the following main features:

- modern infrastructures, and factory construction;

- cold stores;

- water and electricity supply;

- capable sewage systems;

- paved roads that can absorb the movement of wagahsemi-trailers;

- parking areas, container park, open 24 hours avdity continual human and electronic guard duty;

- vehicle assistance centre for immediate mechameabs for cars, for fuel distribution and for
vehicle wash;

- adumping site for wastes;

- daily public transport system during working hoamnnecting the industrial and logistic area with
the city of Jenin;
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- communication infrastructure;

- offices of the operators, postal, banking, custa@ugency exchange, catering and data transmission
services;

- veterinary service and laboratory analysis for ifgabntrol;

- export office, which work to export the productdgarope and other Countries;

- marketing office, promoting products and explonmay markets opportunities;

- free movement of people and products through lostrictive checkpoints, and thanks to the
advanced planning technology;

- possibility to recruit skilled and unskilled workesind professionals in the area.

The industrial portfolio. The analysis shows that the most important sedtoreerms of impact on
economic growth and employment are:

building materials;
textile and clothing;

food and beverages;
metal products;
chemical and cosmetics;
plastic and rubber;
leather products

others;

©NOOAWNPRE

Economic Returns.The economic analysis is better than the finameiairn on investment mainly thanks to
the presence of socio-economic valuation of theefisn In fact the economic analysis gave these
performance indicators:

- Economic internal rate of return (ERR): 89%.

- Benefit cost ratio (BCR): 2.12%.

Financial Returns. The total estimated cost of the project is 84.@Hans euro. This will be financed by a
EU grant (30%), by national public contribution, AlSCanada, North Countries, etc. (20%), by th&aita
government (12%), and by loans (38%). From tharfoial analysis we have obtained the following Itesu

- Financial rate of return on investment - FRR(C)£610

- Financial net present value of the investment - ¥{@H= 47 millions €.
This means that the project seems able to remeneaithtits costs, with a rate that is higher than 5%
benchmark.

Employment Returns. The investment is expected to generate 157 indasand about 4,887 new direct
employment opportunities at full development of $ieA and an indirect employment effect in the aasa
large as 1.5 times the direct effect, in line wilile assumption used in the appraisal of the Gahastrial
Estate project. The logistic area and the admatis& services employ about 518 people. The taiatber
of employment opportunities is 5,405. For the ffige years, the construction of the JILA will abls®89
people for year.
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Environmental Impact. The energy plant uses both solar energy and mialepestructuring of industrial
and urban waste to ensure self sufficiency. Thematanagement facility captures rain water fronfg@md
floors and recycles industrial water to guarante@08% level of autonomy. It was realized that this
challenging project has positive impacts to s@gonomic environment such as income generatioatiore

of employment opportunity, reuse and recycle obueses, improvement in terms of technology, préidac
and human resources. Thanks to the eco cententiogpated negative impacts to physical environnaet
estimated to be minimal.
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5.1. Valuation on JILA feasibility

We have analyzed the local economy with the purposesrify the real possibility to create the intfiad
and logistic area in Jenin. We have used threeritapbindexes:

- share of planned industries on existing industrieslt measures the existence of an industrial
framework, per sector, on local economy. On indigigts a threshold at 20%. The cross of this
critical value suggests to adopt economic poligieh the focus to attract foreign firms. Ranking (
0% - 20% = 3; 21% - 40% = 2; 41% - 100% = 1; 101300% =0 );

- actual vs. target industries with more than 5 emplgees.It measures, thanks the presence of
medium-big firms, the capacity of local industffi@mework, per sector, to cover the foresees targe
of firms. More high is the percentage and moreldical industries are developed. Ranking ( 0% -
50% = 0; 51% - 100% = 1; 101% - 300% = 2; 301% 6%G- 3 );

- target output increase per industry. It measures how much the local firms have to asee
(output, employment, ...) to respect the focusas®industrial plan. Ranking ( 0% - 50% = 3; 51%
-100% = 2; 101% - 200% = 1; 201% - 400% =0).

Table 5. 1. Valuation on the feasibility of JILA

Share of planned Actual vs. target Targeted output

Economic Activity industries industries increase Ranking

on existing industries (%) with more of 5 enfgh) per industry (%) (total score)
building materials 9 500 132 7
textile and clothing 11 280 109 6
others 16 28 35 6
food and beverages 11 213 327 5
metal products 8 5 112 4
chemical and
cosmetics 40 25 151 3
plastic and rubber 100 38 213 1
leather products 300 33 167

Source: input — output table

FEASIBILITY FOR INDUSTRY
Buildings materials. The sector is bound to the construction industry #r this reason it presents a lot of

developed firms.

Textile and clothing. It is the most developed local manufactory. Thaglhohg trade is characterized by big
firms, while the textile industry presents a lahganework of micro establishments.

Others. It includes also the important wood and furnitaranufactories. Not as developed the mechanical

and electronics.

Food and beverageslt is the sector with the most high potential ofelepment, in fact it has a solid base
of local firms, sufficiently structured.

Metal products. At local level the sector presents a good presehfiems, even if they are small respect to

the target plan.

Chemical and cosmeticsThe attainment of the plan objectives depend$ercapacity to attract firms from
other economies, thanks to the diffused presenogab business in the sector.
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Plastic and rubber. The sector is not very developed in the local eaon

Leather products. The sector is under-developed. It is lacking im8§.
5.2. Demand in area: personnel, water and power requiremnts

In order to realize both economical and financralgsis, we need to estimate the demand levelsidIA.
5.2.1.Subprojects and surfaces

To estimate the demand levels, it is interestinglitode them for each subproject. For this reasan w
calculated the surfaces that each of them willirequ

Table 5. 2. Subprojects and surfaces (in

AREA (in m"2) Check point | Water system Logistic Industrial Administrative| TOTAL AREA
Power system 2 827 14 054

Customs services 20 017

Open plots 57 628 205 181 3060

Building plots 49 420 205 1811 3420

Water system 5418

Car parks 14 993 25 2938 4 000

Storage squares 22 217

Road surface/pavements 55 289 84 386

Green areas 40 217 56 441

Total 20 017 5418 242 591 590 586 10 480

TOTAL AREA 869 042

Source: project information, technical study

5.2.2. Industrial area

5.2.2.1. Sectors: number of industries

The first step of the demand projections assessprestss entails identifying the most promisinguistdy
sectors that are likely to locate in the indust@aéa. The industry sectors identification is dase
industries that benefit from the availability obta force, backward linkage and existing industliake,
availability of natural resources. The targetedustdes are those that will mainly create employimen
opportunities and enhance Palestinian exports.

Table 5. 3. Number of industries and area required

Number of Average area Totgl Effective total  Share (%)

Category industriesrequired per industry area industries per sector
N° Ha Ha Ha on total industries

metal products 24 0.53 12.718 4.44 15.29
food and beverages 31 0.41 12.[75 4.43 19.75
chemical and cosmeti¢cs 16 0.35 5.57 1.93 10.19
building materials 15 0.76 11.47 3.99 9.55
leather products 3 0.98 2.95 1.02 1.91
textile and clothing 20 0.16 3.1( 1.08 12.74
plastic and rubber 4 0.33 1.32 0.46 2.55
Others 44 0.21 9.11 3.17 28.03
Total / Average 157 0.38 59.0" 20.52

Source: project information
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We estimate to lease the industrial area to ab@icbmpanies.

5.2.2.2. Sector employment

The following step is to analyze the labour demame will refer to prudential data of others induest
projects for the same area (West Bank).

Table 5.4shows the data about employment.

Table 5. 4. Employment for industries

Category Average per industly  Average per afea ITota
employees empl./ha employees
metal products 30 56 720
food and beverages 40 97 1240
chemical and cosmetics 37 106 592
building materials 29 38 435
leather products 40 109 320
textile and clothing 40 193 600
plastic and rubber 25 152 200
Others 20 86 780
Total 4 887

Source: project information

Food and beverages industry absorbs the largedteruofh direct employment in industries. Also texi@nd
clothing industry create a great number of emplsyaed they contribute to absorbing relatively bigge
indirect employment outside the industrial park.

Construction. For the first five years we have an important iadireffect on the local employment of the
construction industry.

Table 5. 5. Employment for the construction industy

Size of construction industry Number of employees
(employees) wB WB+GS JENIN

100+ 300 300 0
50-99 525 600 75
20-49 525 875 0
10-19 825 1305 60
5-9 656 1128 32

1-4 448 726 54
Total employees estimated 3279 4934 221
Total employees (Palestinian

Central Bureau of Statistics) 2894 4354 195
Share employees on total 66.46% 100.009 4.48%
Share employees of JILA project

(during 5 years) 9.35% 6.22% 138.77%
Employees each year

(for the first 5 years) 289

Source: input — output table and Palestinian Celnareau of Statistics (PCBS).
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On the first five years the construction of JILAsalbs each year 289 ((221+195)/2*138.77%) employees
construction industry. It absorbs all the workctrof Jenin and a part of West Bank. It is necgssar
migration from others governatorates.

5.2.2.3. Water and power demand

The two main outputs of our project are water and/igr: we will be able to provide through the water
supply distribution network, the photovoltaic pleartd the molecular restructuring system, respdgtive
Since the demand for these outputs mainly comen fozal industries, it is necessary to estimate ateim
for water and electricity.

Table 5. 6. Water requirement

Category Per industry Total
m°/year mlyear
metal products 1301.23 31 229.40
food and beverages 9 889.31 306 568.61
chemical and cosmetics 4 605.21 73 683.28
building materials 3800.02 57 000.23
leather products 2 744.80 21 958.40
textile and clothing 2414.48 36 217.13
plastic and rubber 1551.25 12 410.00
Others 3269.31 127 502.90
Total 666 569.94

Source: input - output table
Daily consumption of water: 1,849 °m

Power demand per industry is shownabhle 5.7.

Table 5. 7. Power requirement

Category Per industry Total
Kwh/year Kwh/year
metal products 95 545 2 293 082
food and beverages 597 344 18 517 657
chemical and cosmetics 26 480 423 686
building materials 95 032 1425 487
leather products 38 446 115 338
textile and clothing 93516 1870 311
plastic and rubber 390 159 1560 637
Others 65 986 2 903 384
Total 29 109 580

Source: input — output table
Daily consumption of power: 79,752 Kwh.
5.2.3. Logistic, administrative, ecocentre, checkpoint andvater management area

We repeat these procedures for the other areasr giroject logistic, administrative, ecocentre, check point
and water management.
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Table 5. 8. Demand in area and employments

Category Offices Area required Employees
avg per office| total avg per offi¢@vg per area total

number ha ha empl. empl/hg empl.
Administrative 25 0.014 0.34 6 439 150
Logistic 4.94 300
Power system 1.69 40
Check point 2 1.00 2.0( 9 9 18
Water management 1 0.542 0.54 10 18 10
Total 9.52 518

Source: project information

To obtain estimate power demand, we assume that average consumption for employee per year is
5,956.53 Kwh.

Table 5. 9. Power demand

Category Offices Employees Power requirement
total per employeeps total
number number kwh/empl/year kwh/year
Administrative 25 150 5 956.53 893 480.05
Logistic 300 1019 855
Power system 40 5 956.53 238 261.35
Check point 2 18 5 956.53 107 217.61
Water management 1 10 5 956.53 59 565.34
Total 2 318 379.56

Source: project information

For water requirement, we repeat the same procgedsirgg the industrial area average of 138.35ear for
employee.

Table 5. 10. Water demand

Category Offices Employees Water requirement
total per employees total
number number fryear m/year
Administrative 25 150 138.13 20 720.07
Logistic 300 138.13 41 440.14
Power system 40 138.13 5525.35
Check point 2 18 138.13 2 486.41
Water management 1 10 138.13 1381.34
Total 9.52 71553.30

Source: project information
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Total water and power demand in the JILA

Table 5. 11. Water and power requirement in adminigative, logistic, ecocentre, check point, water
management and industrial area

Category water power
m”"3/year Kw/year
Administrative 20 720.07 893 480.05
Logistic 41 440.14 1019 855.22
ecocentre 5 525.35 238 261.35
Check point 2 486.41 107 217.61
Water management 1381.34 59 565.34
Industrial 675 059.84 29 109 580.02
Total 746 613.14 31 427 959.58

Source: project information
5.2.4. Waste
The data regarding waste come from a market swi/éye chamber of commerce of Milan (Italy).

Table 5. 12. Waste production

Category waste per industry total waste % on totdl
t t
Administr./logistic 85 1.02%
metal products 53.30 1279.25 15.31%
food and beverages 90.38 2 801.66 33.53%
chemical and cosmetigs 58.79 940.59 11.26%
building materials 18.78 281.70 3.37%
leather products 26.40 211.22 2.53%
textile and clothing 45.06 675.85 8.09%
plastic and rubber 33.05 264.37 3.16%
Others 46.54 1814.90 21.72%
Total 8 354.54

Source: chamber of commerce of Milan (ltaly)

- Metal products: chemical, metal pieces.

- Food and beveragesplastic, waste water, empty packages of food wasigre product.

- Chemical and cosmeticschemicals, waste water, cartons, empty packages.

- Building materials: stones, soil and other solid waste.

- Leather products: plastic material, waste water, leather, cartomgtg packages.

- Textile and clothing: garments pieces, waste water, stones , soil asig cartons, empty packages,
other solid waste.

- Plastic and rubber: plastic, cartons, empty packages, other solidevast

- Others: wood, cartons, empty packages, waste water, salgie.
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5.3. Financial Analysis

5.3.1. Basic Assumptions of the Financial Analysis

This chapter studies the financial feasibility loé toroject. We use the project’s cash flow forecasorder
to calculate suitable return rates, specificallg financial internal rate of return (FRR) on invesent
(FRR/C) and own capital (FRR/K) and the correspogdinancial net present value (FNPV).
This analysis will be summarized by three tables:
1) for investment returns (capacity of operating meenues to sustain the investment costs) regardless
of the way in which they are financed;
2) for the financial sustainability;
3) for the calculation of the returns on equity cdpithere the outflows (the own equity of private
partners, the national contributions, the finanlbahs reimbursement, operating costs and interests
without considering the EU grant) are compared withinflows (revenues).

Table 5. 13. Financial analysis assumptions

Unit of calculation euro
Implementation period 5 years
Project life 25 years
30% second year, 40% third year,
Operating costs and revenues 60% fourth year, f#@¥year,
100% from sixth year
Source of financing 30% EU grant, 12% Italian goweent,
20% national public contribution, 389
loans
Loan 8 years, interest rate of 5%
Discount rate 5%

Source: project information and CBA guide

The assumed life times adopted for the calculabbrre-investment and residual values of particular
infrastructure components are shownahble5.14.

Table 5. 14. Years of useful life

ltem Life (years)
Buildings 25
Equipment 8
Power system 25
Cold store 8
Security 8
Water system 25
Car parks 25
Roads 25
Squares 25
Green areas 25
Unplanned and start-up expenses 25

Source: project information
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5.3.1.1. Time Horizon

Time horizon can be defined as the maximum numbgears for which forecasts are provided.

We should choose a period appropriate to projeatsomically useful life and assume a point wherth b
assets and liabilities will be liquidated. Thisqtas important to evaluate the profitability oetinvestment.
For the majority of infrastructures the time horize at least 25 years. Nevertheless, the timaetorshould
not be so long as to exceed the economically usitgudf the project. We assumed a 25 years tintizbn,
corresponding to the useful life of industrial amg@astructures.

5.3.1.2. Prices of Productive Factors and Project Outputs

LAND. The land is available to the JILA Management Camypthanks the Palestinian government, as
endowment fund. The compulsory acquisition of laad a cost of 6.9 €/m2 included arrangement cost.

POWER. This is the main output of the eco center, whephatovoltaic plant will catch solar energy to
generate electricity, that will be provided to therrounding zone through the power supply distidut
system. We also obtain electricity from a creatbia molecular restructuring industry, that tramsfavaste
in energy.

WATER. Our project foresees a system of storm water dgginchannel, recycle industrial water and a
water supply distribution network. In this study agsume that water and power production has tefpati

the demand coming from the local industries. Th@naroduction could be introduced in the locaweatk.

We assume a unitary electricity price of 0.50 NV8H(corresponding to 0.091 €/kWh) and a unitaryerat
price of 4 NIS/m (corresponding to 0.73 €. We can consider them as benchmark prices, imabsef
distortion.

WASTE. A source of revenues is represented by the wesstigntent, since the local companies will pay a
tariff for the recycling of the waste of their prazion activities.

It is possible to consider this tariff as a patacikind of input’'s price. We assume it equal te tverage
tariff of 2.7 €/n.

5.3.1.3. Real Financial Discount Rate

The financial discount rate reflects the opportunist of capital, defined as ‘the expected refargone by
bypassing other potential investment activitiesdaiven capital. There are three possible wayskoulate
this rate:

- the first one estimates the actual (weighted awjragst of capital. The benchmark for a public
project may be the real return on Government bdthesmarginal direct cost of public funds), or the
long-term real interest rate on commercial loahgh@ project needs private finance), or a weighted
average of the two rates;

- the second approach establishes a maximum limitevédr the discount rate as it considers the
return cost from the best investment alternative;

- the third approach is to determine a cut-off e planning parameter. This implies using a gmpl
rule-of-thumb approach, i.e. a specific intereg¢ i@ a rate of return from a well-established éssu
of securities in a widely traded currency, and tteeapply a multiplier to this minimum benchmark.

Based on the Palestine statistical data of 2006.
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For the programming period 2007-2013, the Eurof@ammission recommends to consider a 5% real rate
as the benchmark parameter for the opportunity afosapital in the long-term.

5.3.2. Fixed Investments

The investment costs are classified by:

- fixed investments,

- start-up costs, and

- the changes in working capital over the entire timagzon.
Fixed investments usually are the largest compooietatal investment costs.
The information relating to fixed investments vii# taken from the feasibility study data on locian and
technology. The items to consider are:

- buildings

- equipment

- power plant

- cold stores

- security

- water management system

- solid and liquid waste collection system

- parking

- roads

- storage squares

- green areas

- wireless covering

- other expenses

- extraordinary maintenance

- residual value

BUILDINGS. Our market research quote the following costs: $/fF (127.08 €/rf) for plots equipped
with standard factory buildings (JSFBs) and 200%%/149.51 €/rf) to prepare administration and building
services. Our area also contains logistic warelwase offices, whose construction cost is estimated
127.08 € because offices are into the logistic inawmses. Buildings concern three areas: industfial (
205181 M), logistic (53158 M), divided between warehouses and offices) and ridimtive (6840 )
onesWe multiplied these areas for the unitary cost ebhmentioned, obtaining the following costs.

Table 5. 15. Building costs

Quantity in m2 euros/m2 Costs (euros)
Industrial area buildings 205 181.00 127.08 26 4014
Logistic area warehouses 45 745.00 127.08 5813 275
Logistic area offices 7 413.00 127.08 942 044
Administrative and Services Buildings 6 840.00 $49. 1022 648
Total Building Costs 33 852 369
Underground service systems 2 708 189 |
TOTAL 36 560 558 |

Source: project information
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The cost of the underground service systems isf8¥eduilding costs.

EQUIPMENT. For industrial area equipment we chose to includeur analysis the previews of the
German study and the data from the industrial aré&erona. It contained six items: vehicles, heduyy
equipments, maintenances tools, office equipniamtiture and fixtures and warehouses equipment. In

we can see a brief description of these items thighforecasted costs.

Table 5. 16. Equipment costs

Item Cost ($) Cost (€) Notes
Vehicles 80 000 59 804.14 Pick-up and cars
Heavy-duty equipments 200 000 149 510.3b Refudedtimn vehicles

Tools for maintaining administrative
Maintenance tools 15 000 11 213.28| buildings, factories and infrastructure
Office equipment 25000 18 688.79 Computers, plsyséem

Furniture and fixture for the administrative
Furniture and fixtures 25 000 18 688.79| buildings
Warehouses 1070 160 800 000.00  Two jib cranes
Total equipment cost 1415160.24 1 057 905.3b

Source: project information

POWER PLANT. This name indicates the infrastructures localizethe eco centre area; the photovoltaic
plant and the power supply distribution networkeTuture power demand of the park amounts to 31 MVA
The power supply will be ensured trough:
- Photovoltaic plant. The solar surface can be used to produce powee ol by the management
company, or it can be leased. We assume that timnemre equally profitable:
- the 2/3 of the logistic area will be covereddhotovoltaic ( 35,000 fn 10 millions of euro of cost,
2 millions of Kwh produced);
- thanks a contract the solar surface is let ouafreturn of 100,000 € at year.

On the study we will follow the first hypothesis.
- Molecular restructuring system: it transform industrial and urban wastee €ost is about 10 millions
euro, and it produces 37,900,000 Kwh. Each yeahawe estimate a prudential cost of 2 millions euro
for maintenance and unplanned costs.

The total cost for the power system is about 2Gani euro.

COLD STORES. These ones are included in logistic warehouses alogv the preservation of some
products of agro-industrial sectors. Since thergement of the warehouses for the preservatiorootig
costs 250 €/ we multiplied this number by the surface withccetores (7,000 f This expenditure will
be incurred again in 2018 and in 2027, becausestmmated useful life of cold stores is 8 year.

SECURITY. The security checkpoint adopts top level techrplMje referred to some standard costs for
complex industrial are&’s
- motor vehicles access passage: 25,000 € for eaeh la

- plate numbers recognition system: 20,000 € for émudy
- video surveillance system: 2,000 € for camera;

- dome camera (360° view): 3,500 € for each one;

- fixed camera: 1,800 € for each one;

- infrared night-lighting system: 600 € for each one;

17 S .
Source: project information.
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- infrared barriers anti-intrusion system: 70 € facle meter to control.

For the project we have made these assumptionsar#® (in and out), 100 dome cameras, 125 fixed
cameras, 6 infrared night-lighting system (oneefegry area), a perimeter of 3,729 m to contrale this
set of characteristics of the security system, starate the following costs for the security sulpgco

Table 5. 17. Security costs

ltem Cost (€)
Motor vehicles access passage 500 000
Number-plates recognition system 400 000
Video surveillance system 200 000
Dome camera 350 000
Fixed camera 225 000
Infrared night-lighting system 3600
Infrared barriers anti-intrusion system 261 023
Total 1939623

Source: project information

WATER MANAGEMENT SYSTEM. The cost is about 13.27 millions €. This systerargntees the water
self — autonomy through:
- industrial water collection and purifier;

- meteoric water collection and purifier;
- integrated water treatment system.

CAR PARKINGS. Parking places will be constructed in both indastind logistic areas. The surface will
extend for 44,286 fnThe unitary costs 10 €fmwith a total cost of 442,860 €.

ROADS AND PAVEMENTS. Our project foresees 139,675 wf roads and pavements for the way of
people and vehicles and the transit of goods instréhl and logistic areas. The construction aveiagsts is
25 €/nf (in presence of sewers and in absence of seviidrs)cost is 3,491,875 €.

STORAGE SQUARES. It is part of the logistic area where there ame stocking containers. Even in this
case the unitary costs is 25 €/mvith a total cost of 555,425¢€.

GREEN AREAS. It is divided between logistic and industrial greéth a total surface of 96,658°nThe
unitary cost here is more contained (1 ¥/iwith a total cost of 96,658 €.
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5.3.3. Total Investment

The total capital investment is estimated at al®®iimillions euro.

Table 5. 18. Total investment composition

Euros % on investment

Buildings 36 560 558 43.18%
Equipment 1 057 905 1.25%
Power system 20 000 000 23.62%
Cold store 1 750 000 2.07%
Security 1939 623 2.29%
Water system 13 275 000 15.68%
Car parks 442 860 0.52%
Roads 3491 875 4.12%
Squares 555 425 0.66%
Green areas 96 658 0.11%
Insurance costs 4 000 000 4.72%
Unplanned and start-up expenses 1 500 000 1.77%
TOTAL INVESTMENT COSTS 84 669 904 100.00%

Source: project information

Table 5. 19. Allocation of investment costs amongé first years (in %)

year 2011 | 2012 | 2013 | 2014 | 2015
years for years of
construction| useful life share
Buildings 5 25 0.3 0.1 0.2 0.2 0.2
Equipment 5 8 0.5 0.2 0.1 0.1 0.1
power system 1 25 1
Cold store 2 8 0.5 0.5
Security 1 8 1
Water system 1 25 1
Car parks 5 25 0.3 0.1 0.2 0.2 0.2
Roads 2 25 0.5 0.5
Squares 2 25 0.5 0.5
Green areas 2 25 0.5 0.4
Insurance costs 5 25 0.2 0.2 0.2 0.2 0,2
Unplanned and start-up expenses 2 25 0.70 0.3
Table 5. 20. Allocation of investment costs amongé first years (in €)
year 2011 [ 2012 | 2013 | 2014 | 2015
years for | years of
construction useful life share
Buildings 5 25 10 968 1673 656 05 7 3121127 312112 7 312 112
Equipment 5 10 528 953 211581 105791 105791 7905
Power system 1 25 20 000 000
Cold store 2 12 875 000 875 000
Security 1 10 1939 623
Water system 1 25 13 275 0P0O
Car parks 5 25 132 858 44 286 88 572 88 572 88 H72
Roads 2 25 1745937 1745938
Squares 2 25 277 7172 277 712
Green areas 2 25 48 329 48 329
Insurance costs 5 25 800 00D 800 000 800 POO 8000800 000
Unplanned and start-up expenses 2 25 1050000 450 000
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5.3.4. Operating Revenues and Costs
The following step in financial analysis is theatdation of the total operating costs and revenues.

OPERATING COSTS. The operating costs comprise all the data on tebudsements foreseen for the
purchase of goods and services, which are not @fvastment nature since they are consumed withh e
accounting periodA standard classification distinguishes these cates:

- the direct production costs (consumption of makead services, personnel, maintenance, general

production costs);

- administrative and general expenditures;

- sales and distribution expenditures.
Operating costs are mainly formed by maintenandea@ministrative costs and management wages.

MAINTENANCE COSTS AND EXTRAORDINARY EXPENSES. We assume that total maintenance
costs equal 1% of the total investment cost.

ADMINISTRATION AND MANAGEMENT COSTS. We recall that the management staff is if 105
employees with an average wage of 400 € for man.have assumed that there are 3 managing director
with a salary of 1,000 €. This amount refers to file capacity year but it is subject to expectethial
increase due to regular annual increases in thaitirg prices.

Table 5. 21. Wages for employees and manager

number of
employees cost (€) / year
Administrative (Development company 20
Administrative (Management company 20
Power system 40
Check point 18
Water management 10
TOTAL 108 540 000

Source: project information

REVENUES. Projects may generate their own revenues fromdle o goods and services. This revenue
will be determined by the forecasts of the quaasgif services provided and by their prices. THiewdang
items are usually not included in the calculatibfuture revenues:

- transfers or subsidies;

- VAT or other indirect taxes charged by the firmthe consumer

The expected principal revenues will come fromftl®wing sources:
- lease;
- power supply;
- water supply;
- waste treatment.

It is further assumed that development and occypahthe JILA would take place over a period of abo
five years, i.e., from year 2011 to the end of y2@t5 in mind the fact that from engineering paiigw,
there will be overlap between steps of implemeotatConsequently, all revenues are expected tabegi
year 2011 and to increase progressively as infretstre works and the construction of industries is
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completed. The full amount of estimated revenuest five are going to calculate below) will accrudram
the year 2014 onwards.

LEASE INCOME. The JILA Development Company can decide eithdetar to sell the industrialized
area. However we suggest don't to sell, becaussethbite, in these zone and in these logistic posiis
highly valuable. These revenues derive from the pzores that will rent logistic, industrial and
administrative areas.There are four kind of leaseme:

open plots/parking leased at US $ 5.35/m

building plots leased at US $ 45/m

cold store leased at US $ 66/m

administrative offices leased at US $ 78/m

We have to multiply these rents by the respeciivéases.

Table 5. 22. Revenues from the lease of the induisi site

$Im"2 | €m"2 m”2 Revenues ($) Revenues|(€)
Open plots/car parks (industrial area) 5.3b 400 04B| 1232481.28 921 896.00
Building plots (industrial area) 45 33.66 205181 233 145.00] 6 906 392.4p
Building plots (logistic area - warehouses) 45 33.66 42 420 1908 900.00 1427 857|20
Building plots (logistic area - cold store 60 3.8 7000 420 000.00 314 160.00
Open plots/car parks (logistic area) 5.3b 4.00 ZP § 388 347.59 290 484.0¢
Open plots/car parks (administration arga)5.35 4.00 7 060 37 754.01 28 240.00
Building plots (administration area) 70 52.36 3420 239 400.00 179 071.20
TOTAL lease revenues 13 460 027.890 068 100.8¢

Source: project information

POWER AND WATER INCOME. We have already estimated their prices, now we nadtiply them for
their requirements.

Table 5. 23. Power supply revenues

NIS/Kw €/Kw quantity Kw Revenues €
0.50 0.091 39 900 000.00 3627 272.73
Source: project information

Table 5. 24. Water supply revenues

Nis/m”3 €/m"3 quantity m"3 Revenues €
4.00 0.73 727 948.38 529 417.01
Source: project information

WASTE TREATMENT INCOME. For the same reasons, we determinated the wastiugiion of
industrial, logistic and administrative areas arelapplied the tariff of 2.7 €/mlt is one of most economic
Italian tariffs.

Table 5. 25. Waste treatment revenues
tot. m"2 €/m"2 Annual revenues
258 021 2.7 6966.70
Source: project information
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5.3.5. Financing

5.3.5.1. Sources of Financing

Another step in financial analysis is the idenéfion of the different sources of financing in arde
calculate the total financial resources of the gubjWithin the framework of EU co-financed progdhe
main sources of financing are:

- community assistance (the EU grant);

- national public contribution (grants or capital siglies at central, regional and local government

level);
- national private capital (private equity under @PP
- other resources (EIB loans, loans from other les)der

The Jenin project belongs to Public-Private Pastrips (PPP) category, since it can be financeddily b
public and private actors. Private investors wiliously decide to take part to this investmentyahthey
have enough incentives. Their participation candsome disadvantages because they have différaat a
and a higher risk-aversion than public actors.

About publicly financed part, the sources will e tEuropean community, the Italian government dued t
northern states. The EU contribution is generalgtedmined by multiplying the project's eligible
expenditure by the co-financing rate of the reléxaperational priority axis of the program. In tlsizse we
assumed that EU will finance the 30% of the tatakstment. Private contribution includes equity kahs.
Equity is the own capital provided by participatiogmpanies. The other item regards the capitablad
mainly from European Investment Baflable 5.27resumes the sources of financing.

5.3.5.2. The management company (Italian and Palestinian rel)

For this project we assume two different modelmahagement:
- a PPP development company, owner and manager sitéhe
- a management company (security, maintenance, wasiggement, etc.) controlled by the
management company.

PPP Development CompanyThis is a territory-based institutional agencyhwasks of urban planning
and promotion of global territorial and economiowth. Its task is to create and integrate an itiigzone
and freight village. This infrastructure systentl Wwe an important hub in the area of Jenin forechandise
processing, collection and distribution in the Mal&ast.

The Development Company , for attaining its purpasell:

- cooperate with the relevant public authoritiesdaerminate the legal instruments for territorial
planning;

- study, schedule and carry out a plan of works searg to a proper and complete implementation of
the industrial and logistical area and relatedisesy

- manage facilities and services;

- proceed to the expropriation of property or, eveitsiole the agricultural-industrial areas already
assigned, to their acquisition in accordance tighPalestinian law;

- allocate, for the development of the industrial &gistical area, properties in lease or in ownigrsh
- both in the industrial and in the logistical arda public and private entities;
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- carry out and promote all activities connected witle aims of development, also creating
international collaborations.

Management Company Company with public (Development Company) and/aig capital. This has the
aim of providing the administration for the indiekr and logistical structures , as well as thppby of a
series of services to both public and privatétiest This company will supply all the servicaskied to the
onsite operators in the area, it being the ojmrak entity capable of fulfilling all their needsnd
requirements so that they can carry out their @seactivities. The staff will be able to releall the
companies operating in the area of their adminiseraluties, duties which would slow down developme
or would be too expensive if faced individually.eT@ompany’s primary duties:

- Managing the complex which houses the headquadkrhe Development Company and the
Management Company; the offices of the operatdrs, gostal, banking, currency exchange,
catering and data transmission services; veterisaryice and laboratory analysis; customs services
and guarded car park; public telephone servicepulalic transport system that connects the
industrial and logistical area with the city of fenThe complex will house conference rooms and
reception offices and it can also host specialcmgdses on the subjects of industry and logistics.

- Managing the “Central Office for Businesses”, irder to help the companies settle into the
industrial and logistical areas , helping themmiet the requirements of Palestinian or internatio
law.

- Creating and managing a vehicle assistance cemtrarfimediate mechanical needs for cars, for fuel
distribution and for vehicle wash.

- Managing the goods collection and sorting; warshy and integrated management; movement
and transfer; management and movement of wagonsemdtrailers; container park; refrigerated
warehouses.

- Managing the parking area for the transport tryoken 24 hours a day, with continual human and
electronic guard duty, provided with an accessrobsystem and anti-intrusion barriers.

- Doing the ordinary and extraordinary maintenanceinafustrial and logistical facilities and
overseeing maintenance services in the public dobsaning, green areas, etc.).

- Administrating the area facilities, offering sem$ at an optimal quality/price ratio, thus fully
satisfying the user/client.

- Managing the telecommunication networks with calféemlities, warehouses and offices.

- Controlling, through a network wide system, the farotection, the access control, the weighing ,
the lift alarm , the plumbing and electrical , etc.

It is important to underline the role of Palestini@overnment, who put the land to the availabitifythe
management company. The market value of land #884314 € (120 $ for fh Without the engagement of
the Palestinian Government the project would havesa of 159,159,218 €. The Italian Governmentrfoea
the project for 10 millions euro as shown in talez6-27..

Table 5. 26. Italian and Palestinian engagement

Land, market cost (Palestinian Government) 74 48083
Land rights (Italian Government) 6 000 000 €
Other expenditures for feasibility study, legal
costs, and other unexpected events (Italian
Government) a‘

4 000000 €

Source: project information
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5.3.5.3. Financing Plan

Figure 5. 1. Sources of financing

Total real cost: 159 millions €

Table 5. 27. Sources of financing

Share on total

Financed amount (€) investment
PUBLIC
EU Grant 25400 971 30%
Italian government 10 000 000 12%
National public contribution (other donors) 16 983l 20%
PPP (Management company financing site construction
using soft money available by EIB and credit linefrom
Italian lending system)
Loans, soft money o bank system (BEI, WB, ...) 323832 38%
TOTAL EFFECTIVE AMOUNT FOR JILA FINANCING 84 66990 4 100%

Source: project information

We have estimated a total investment cost of 849089€.

We also assumed to borrow from EIB at the followoanditions: an interest rate of 5% per year and a

maturity of 8 years, including a three years gqaegod, and repayment of principal annual instalisien

Having determined the investment costs, the opgratvenues and costs and the sources of finanise, i
now possible and helpful to determine the projedirancial sustainability. A project is financially
sustainable when it does not incur the risk of migrout of cash in the future. The crucial issueehe the
timing of cash proceeds and payments. Project prenmichould show how over the project time horizon,
sources of financing (including revenues and angdkbf cash transfers) will consistently match
disbursements year-by-year. Sustainability occtirthe net flow of cumulated generated cash flow is
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positive for all the years considered. The diffeebetween incoming and outgoing flows will show th
deficit or surplus that will be accumulated eachrye

The incoming flows include:
- any possible revenues for the sale of goods awiteer
- the net cash from the management of financial ress
- loanis here an inflow and it is treated as a foi@resource coming from third parties.

The dynamics of the incoming flows are measuredagthe outgoing flows. These are related to:
- investment costs;
- operating costs;
- reimbursement of loans and interest paid.

About taxation, the law n. 10/1998 regarding inme=tt inside industrial estates and free zones dives
additional years of tax holiday to what is givenlay n. 1/1998 regarding encouragement of investrimen
Palestine. In this case the project enjoy the t@mgption in the first seven years. From the eiglethr we

apply an income tax of 10% on net profits

It is important to ensure that the project, eveassisted by EU co-financing, does not risk laclohgash.
The financial sustainability of JILA is representadable 5.28.
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Table 5. 28. Financial Sustainability
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5.3.5.4. Stakeholders

About stakeholders, we have to distinguish betweéustrial and financial ones.
Financial stakeholders are all subjects that vafitdbute to the realization of the project. As waderlined
above, they are on the one hand the European Coitynaund the northern states (for public financing),
the other hand the banks and the companies abaviomed.
Industrial stakeholders are represented by thesinidlists who are interested in the realizatiorihaf Jenin
industrial and logistic area, for example: localeBanian industrialists already established in\thest Bank
and Gaza, expatriate Palestinian investors basewighbouring Arab or other countries, (Europe, USA
Gulf Area, etc.) Israeli investors and internatidnaestors from other countries.
It is proper to remember that at the Palestinedtmaent Conference (Bethlehem, may 2008) there has t
presence of local, regional and international bessrieaders.
Potential demand for JIE facilities from Israelivéstors is expected. The likelihood of demand for
investments at JIE from other international inves{érom Europe, the USA or Asian countries) ididifit
to assess because of the uncertainty about thecabkcenario in the region. If we consider a Idagn
perspective, we cannot avoid this opportunity.
Moreover, there are other important subjects, wilhbe involved by the project:

- City of Jenin;

- Governorate of Jenin;

- The site and neighborhood land owners;

- The surrounding municipalities;

- Public institutions in the area;

- The Palestinian Ministries;

- Universities;

- Chambers of Commerce;

- Industrial Associations;

- Banks;

- Non-Governmental Organizations in the region.

5.3.6. Determining the Net Cash Flow

5.3.6.1. Net Flow to Calculate the Total Return on the Invesnent
(investments in the project)

Having collected the data on investment costs, atjpgy costs and revenues, the next logical stefién
financial analysis is the evaluation of the finaheceturn on investment. We need to calculate #tecash
flow as the difference between inflows and outflowsere the inflows are the operating revenuesthad
outflows are the investment and the operating cdsdtese values are representedainle 5.29 Investment
costs are concentrated in the first five years)embperating revenues and costs start by the segsardand
are assumed to change marginally until the six#r.ye

Another important observation concerns the net deshis. They are negative until the fourth year of
implementation. In the following periods, net cdlglws are positive. This means that annual reverues
enough to cover operating costs.

We need to determine the performance indicators.
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Table 5. 29. Financial Return on investment
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5.3.6.2. Net Flow to Calculate the Return on Shareholders’ Euity or Funded
Capital (public/private)

The final step is the appraisal of the financialine on capital. The objective of this calculatisnto look
into the project performance from the perspectifvéhe assisted public and possibly private entitiethe
Member States. These entities will for sure enjayirecrease in their potential project net retuijost
because the European Union grants them fundshkr e@tords, for a given investment cost, the beiaafic
(the ‘owner’ of the project) will need to sink lesapital in it, because the EU taxpayer coversaaeshf the
project costs. The rationale of the EU grant itselfthe framework of Cohesion Policy is to increase
investment opportunities by a shift in capital reelsh order to consider this effect, the best apginois
simply to focus on the funds provided by the bagiafy (‘after the EU grant’), including those funtteat
should be made available as national public camtiiobs, private equity, if any, and the need to pagk
loans and interest to third party financiers.

The suggestion is to build an account where thdéloowg are: the operating costs, the national chpita
contributions to the project, the financial res@srof third parties at the time in which they ainbursed
and the related interest on loans. The inflowsla@eoperating revenues and the residual valueugived all
assets and liabilities at the end year). About pigect, cash flows regarding capital are conthimgable
5.30.
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Table 5. 30. Financial Return on Capital
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Net cash flows of capital, unlike those of investtere negative only in the first year. In thigipd, in
fact, revenues are not enough to neutralize this cogeimburse the loan. In the following yearst cash
flows begin to be positive and they especially gtoythe ninth year because of the total extincobmhe
loan.

5.3.6.3. Net Present Value / Internal Rate of Return

The indicators needed for testing the project’ariicial performance are:
- the financial net present value of the project (WNP
- the financial internal rate of return (FRR).

The financial net present value is defined as time that results when the expected investment aacthtipg
costs of the project (suitably discounted) are dezgthifrom the discounted value of the expectedmess:

AN - S S Sy
FNPV—; as = i) + e +ot TP

Where S is the balance of cash flow at timénet cash flow) an & is the financial discount factor chosen
for discounting at timé. The financial internal rate of return is defiresithe discount rate that produces a
zero FNPV:

FNPV:i{L} =0

| (1+FRR)
We can calculate these values for both investmashtapital.

EVALUATION OF THE RETURN ON INVESTMENT - FNPV(C)

The calculation of the financial return on investtngmeasures the capacity of the net revenues torrerate
the investment cost.

The financial net present value, FNPV(C), and tharicial rate of return, FRR(C), on the total irtvesnt

cost, measure the performance of the investmeepirdently of the sources or methods of financiing

FNPV is expressed in money terms (Euro), and dependhe scale of the project. The second indidatar
pure number, and is scale-invariant. The prefeimdotator should usually be the net present vakmabse
the rate of return may be somewhat misleading amdams no useful information about the ‘value’aof
project. Mainly, the examiner uses the FRR(C) eotto judge the future performance of the investnme

comparison to other projects, or to a benchmarkired rate of return. This calculation also conités to

deciding if the project requires EU financial sugpavhen the FRR(C) is lower than the applied disto
rate (or the FNPV(C) is negative), then the revergenerated will not cover the costs and the projeeds
EU assistance. This is often the case for pubfiaétructures, partly because of the tariff streetof these
sectors.

Applying the above-mentioned formulas to net cdslvg in Table 29, we obtained the following results

- Financial rate of return on investment - FRR(C)= 1023%
- Financial net present value of the investment - FNNA(C)= 47,390,604 €
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This means that the project seems able to remunailiits costs, with a rate that is higher tham 5%
benchmark.

EVALUATION OF THE RETURN ON CAPITAL - FRR(K)

The financial net present value of the capital, ¥, is the sum of the net discounted cash floest t
accrue to the project promoter due to the impleatant of the investment project. The financial rafe
return on capital, FRR(K), determines the retumth@ national beneficiaries. When computing FNP) (K
and FRR(K), all sources of financing are taken atoount, except for the EU contribution. Theseueses
are taken as outflows (they are inflows in theriitial sustainability account), instead of investhrests (as

it is done in the calculation of the financial retwn investment). Even if the FRR(C) is expectetd very
low, or even negative for public investment (espicifor particular sectors, such as water), th&BR will
often be positive. As mentioned above, the EC stahfinancial discount rate is 5% real, and tharrefor
the beneficiary should, in principle, be alignedhamhis benchmark. In fact, when the project expext
substantial positive FRR(K), this fact shows theg grant from the EU would bring supra-normal psofo
the national beneficiaries. Under a PPP, privateefigaries will be involved in the project. Frotreir point
of view, any grant received, either from the EUtle national public sector should be ignored in the
calculation of the return on their own capital.

Taking the net cash flows in Table 30, the valddb@se indicators are:
- Financial rate of return on national capital - FRR(K)= 10.35%

- Financial net present value of capital - FNPV(K)= 4,300,847 €

These figures are similar to the corresponding aoeserning the investment. This proves that tlogept is
profitable for all its beneficiaries.
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5.4. Socio - economic Cost-Benefit Analysis

5.4.1. Accounting and Discount Unit for the Cost-Benefit Aalysis

The starting point for the economic analysis is financial analysis. Use specific conversion fagtr
necessary to convert market prices into pricessaelifor market imperfections. The conversion fecto
allow for the calculation of the social costs dodlte investments, the running costs, the socia¢fits due
to the residual value of the investment, and tlvemaes. The economic analysis also needs to coribiele
externalities (positive and negative) that areawaunted for in the converted financial inputs aagbuts.

5.4.1.1. Output Price Distortions

Usually the prices do not provide a good measur¢hefsocial opportunity cost of inputs and outputs
especially when real prices of inputs and outprgsdsstorted because of inefficient markets or Gomrent
sets non cost-reflective tariffs of public servicBhadow prices are important to solve this probMfen
there is no full convertibility of the currency, @parameter for economic analysis is the shadowasge
rate (SER). Another way is to use a standard cerveifactor (SCF); the value of the SCF is estichate
the basis of the values of exports and imports.

For every traded item, border prices are easilylave: they are international prices, CIF for imjsoand
FOB for exports, expressed in the same currency.nbo-traded items, the standard conversion fastor
used for minor non-traded items or the items witrespecific conversion factor, while for major Aoaded
items sector-specific conversion factors are usaged on long run marginal cost or willingnessdg-p

Same problem with salary that should reflect theisdovalue of working time and effort, but wage
distortions occur frequently, because labour marked imperfect, or there are macroeconomic imloakan
The shadow wage is region-specific, because laisoless mobile than capital. It may often be deteech
as a weighted average of:
- the shadow wage for skilled workers and unskilledrkers previously employed in similar
activities: equal or close to the market wage;
- the shadow wage for unskilled workers drawn toghmect from unemployment: equal to or not
less than the value of unemployment benefits;
- the shadow wage for unskilled workers drawn tophgect from informal activities: equal to the
value of the output forgone in these activities.

Tradable Non Tradable
Major Item Minor Item

Qutput Input

Tradable Non Tradable Labour Force Input Produced
: Turn directly into border
Market Prices pieces Ueconeson | . Use standard conversion
Use sector Uselong termmarginal | factor for labour Dlsiggreggtg the lte.m o faors
. - use spedfic sectorial
converson fators | costsor willingnessto pay | force based on )
conversion factors
shadow wage
REAL RESOURCESEOONOMICH.OWS
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Very important is to bear in mind that the calcigiatof the conversion factors derives from assuomgtiand

are not to be considered relevant to reality. Instudy case a standard conversion factor of 0 &5wged to
account for generic price distorsion in the counfifte other CF can be see in the next table, they a
calculated as a weighted average of the convefaiiors of the single components. As regards enangly
water we have decided to add an 8% of overpricekte advantage of the our private energy and water
supply network that make the zone indipendent gelsproviding. The reference social discount ist%.

Table 5. 31. Conversion factor

Conversion factor

SCF 0.95

Buildings 0.95[ SCF

Equipment 0.95 SCF

Power system 1.0pMarket price

Cold stores 0.9%Market price
Security 0.95 SCF

Water system 1.0PMarket price

Car parks 0.9%SCF

Roads 0.95 SCF

Squares 0,95SCF

Green areas 0,955CF

Unplanned and start-up expenses (q,8EF

Maintenance costs and other

operating costs 0,95SCF

Administrative costs 1.0PMarket price

Lease revenues 1.00arket price
Energy revenues 1.J35CF + 8% overprice
Water revenues 1.03SCF + 8% overprice
Waste treatment revenues 1)0Q@arket price

Source: project information

5.4.1.2. Fiscal Aspects

Some items of financial analysis can be seen astpamsfers from one agent to another within spcieith
no economic impact. Some general rules can bedtaidh to correct such distortions:
- all prices of inputs and outputs to be considecedCBA should be net of VAT and of other indirect
taxes;
- prices of inputs, including labour, consideredhia CBA should be gross of direct taxes;
- subsidies granted by a public entity to the propgotnoter are pure transfer payments and, should be
omitted from revenues under economic analysisQFe=0).

Despite the general rule, in some cases indirgestaubsidies are intended as a correction formadiges.

It may be justified to include these taxes (sulesigin project costs (benefits), but the appraibalild avoid
double counting. Public funds transferred to ecdooantities in exchange for services supplied codgo
produced by them are not to be considered as parsfer payments and they should be included as
revenues in economic analysis.
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The energy costs are considered net of taxatioa.ldour cost is considered net of insurance darttdns
and income taxes because the reservation wagebs taken as the shadow wage. Sales is to be gedoun
net of VAT.

5.4.1.3. External Cost/Benefit

The measurement of the externalities is essentiatder to set up a consistent cost-benefit araySBA).
The existence of high and diffused externalitieshsas those connected to environmental impacts is a
obstacle for market prices in reaching a fair elguim between offer and demand. Public policiesuth
target external costs reductions through environaterost effective regulation and a fair chargiraiqy
based on the “polluter pays” principle.

External costs valuation is a powerful instrumehkimowledge: the measure of the external costsnis a
indicator that encloses selected and processedriafmn at the highest qualitative value.
- It allows to convert a broad range of different auofs to a single unit of measure, for example the
costs of health effects, those of losses of tinetdicongestion and damages to natural resources.
- It helps to spread rational arguments in envirortaleconflicts and to better manage the decision
making process: impacts that cannot be reduceddbhewcompensated to those impaired.
- It is the basis for a proper valuation of the castd benefits of public investments. National and
Regional Authorities cannot go on ignoring cost dfgnanalysis: proper valuation and priority
making instruments are available.

Example of external cost:

- the costs linked to atmospheric pollution;

- the expected damages of climate changes;

- the economic losses to commercial activities andetd estates due to the landscape impacts of
infrastructure;

- the costs of non-expected time losses for goodpassengers due to traffic congestion;

- the damages to economic activities, to private @rigs, to natural resources and health due to
accidental and non accidental discharges of atloer toxic substances into the seas and rivers;

- the costs linked to health and amenity effectstduysersistent sources of noise;

- the costs of taxes violations, because they fakaa higher taxes on traditional payers.

This case study considers as external cost thetiguafi CO, produced. It is not easy to estimate the
economic value of the overall environmental dambgeause of the variety of pollutant emissions and
because of the lack of reliable data about themelwf emissions for industry sectors. We have tked
CO, emission estimating an average of 9.7 ton/yeappeson and 0.000476786 ton/Kwh with an economic
value of €8 for 1 ton of CO

About positive externalities we have considerece®rnal benefit the quantity of energy produced an
saved thanks to the use of photovoltaic panel asldcular restructuring system, that permit us fopduthe
industries in a clean way and without impact in #ome. A possible approximation of the value o8 thi
positive externality can be obtained by multiplidahe market price of power for the total powedgol the
external area.
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Another important positive voice is the creatioradflitional direct and indirect employment resgjtfrom

the establishment of the JILA. It's consideredtss pirincipal economic benefit of the project, meadby

the amount of wages earned. Like before this amgproapresents a simplification because the economic
benefits of an industrial investment should be mes$ by the net value added of production (or aitpl

the project.

Table 5. 32. Direct and indirect effect of JILA onemployment (positive externality)

Economic Activity Average wage Labour in JILA - haur externality -
(€) direct effect (€) direct+indirect effect (£)

metal products 114 82 131 123 196
food and beverages 285 352 966 529 448
chemical and cosmetics 484 286 490 429 735
building materials 292 127 203 190 805
leather products 183 22 011 33016
textile and clothing 185 148 177 222 266
plastic and rubber 321 64 250 96 375
Other 179 139 380 209 070
Total / average 255 1222 608 1833912

Source: PCBS and project information

We have estimated the number of people expectbeg mployed by the industries about 4,887 people at
full development. For indirect employment resultifrgm the establishment of the project, it has been
assumed that for each job created 1.5 indireciyjobld be generated for activities related to thates so

the total of indirect employed is 7,331. The ddiawd the total number of industries and the aveveage is
referred to West Bank area, and it comes from #dedfinian Central Bureau of Statistics. We hage &
considerate the employees of construction indug89, employees each year for the first five yetmsthe
calculation of indirect effect we multiply the aage wage for the employees: the indirect effectbsut
884,856 € at year.

The total indirect effect on labour is about 2,768, € (1,833,912 + 884,856).

5.4.2. Economic Rate of Return or Net Present Value of th&roject in Monetary
Terms

An appreciation about the project’'s economic pentonce can be made through the following indicators:
- economic net present value (ENPV): the differenevben the discounted total social benefits and
COsts;
S, RN S

:\‘be’z‘,}iarﬂ_= -+ =
S ) (1+1) (1+1)

- economic internal rate of return (ERR): the ratd firoduces a zero value for the ENPV;

NP/ (§)=Y [5./ (1+IRR) = 0

- B/Cratio, i.e. the ratio between discounted ecandranefits and costs.

BCR =PI (I)/PV (0)
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Every project with an ERR lower than the sociakdist rate or a negative ENPV should be rejected. A
regards our project, the economic analysis is b#ten the financial return on investment mainlgrtks to
the presence of socio-economic valuation of theefilsn In fact the economic analysis gave these
performance indicators:

- Economic Net Present value (ENPV): 109,293,891 €

- Economic Internal Rate of Return (ERR): 88.87%

- Benefit Cost Ratio (BCR): 2.12%
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Table 5. 33. Economic analysis
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5.5 Risk Analysis

5.5.1. Defining the Critical Variables with the help of the Sensitivity Analysis

In order to assess the project risk, a sensitaiitglysis was carried out as a first step. For Jhedject the
four most critical variables are the investmenttgothe building costs, the lease revenues anéhflaion

rate. Operating costs are also critical, but is ttdse they have been calculated as a functianvesiment,
therefore they are directly correlated to them.

Investment costs.The possibility is to consider a worse situationtfie dynamics of some investment cost
items. An investigation into the impact of the sengomponents of investment costs was conductedhasd
underlined a possible variation in FNPV due to ttasiation of some important factor, as the rate of
inflation. The results of financial analysis is geated for 10,000 variations of investment cost&é&en -5%
and +5%. Total operative revenues and costs agd.fix

Table 5. 34. Simulated variations of investment cts

Random values (%) FNPV (C) FRR(C)
-5% | +5% € %
baseline case 0 47,390,604 10.23
1 -4.15 50,795,301 10.78
2 1.07 46,508,647 10.10
3 0.01 47,401,501 10.23
9999 -2.26 49,245,081 10.52
10000 3.32 44,661,310 9.82

Source: project simulation

In the worst case scenario simulation the FNPV) @€t to 43 millions €; in the best case 51 millidh
It's important to remark that FNPV is always posgti
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Graphic 5. 1. Statistic values

Uniform(43.2866, 51.4941) N/A Fit Input
OIS s P Function A47.39085 N/A
shift N/A N/A
iz min 43.2866353 MN/A
max 51.4950733 N/A
ol Left X 43.7 43.7
Left P 5.00% 4.79%
o Right X 51.08 51.08
Right P 95.00% 95.12%
Diff. X 7.3876 7.3876
=T Diff. P 90.00% 90.33%
Minimum 43.2866 43,2875
oo Maximum 51.4951 51.4943
Mean 47.3909 47.3831
[ Mode N/A 43.5074 [est]
Median 47.3909 47.3514
T Std. Deviation 2.3696 2.3718
¢ @ Variance 5.6149 5.625
Skewness 1] 0.0068
Kurtosis 1.8 1.7926

51.08

Source: project simulation

The most helpful way of presenting the result isskpress it in terms of the probability distributior
cumulated probability of the FNPV in the resultimjerval of values. The next figures provide grapghi
examples.

Graphic 5. 2. Probability distribution
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Source: project simulation
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Graphic 5. 3. Cumulative probability distribution
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Source: project simulation

The cumulative probability curve permits an assesgraf the project risk, for example by verifyindgp&ther

the cumulative probability is higher or lower thameference value that is considered to be criti@ak can
also assess the probability that the FNPV willllb@er than a certain value, which is adopted as the
benchmark.

Building costs. The building costs are an other important variabtethis case the results of financial
analysis is presented for 10,000 variations of $hwent costs between -10% and +10%. The total tpera
revenues and the other operative and investmetd acesfixed.

Table 5. 35. Simulated variations of building costs

Random values (%) FNPV ( C) FRR (C
-10% / +10% € %
baseline case 0 47,390,604 10.23
1 -2.47 48,175,433 10.35
2 -5.28 49,071,660 10.49
3 7.11 45,127,020 9.89
9999 -8.34 50,045,194 10.64
10000 7.13 45,120,804 9.89

Source: project simulation

In the worst case scenario simulation the FNPV) @€t to 44 millions €; in the best case 51 mill&n
The financial rate of return moved from 13% to 15%.
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Graphic 5. 4. Statistic values

N/A Fit Input
Uniformi44.2078, 50.5734) Eunction 47.3906 N/A
2057 7 Y Shift N/A N/A
el min 44.207819 N/A
max 50.573388 N/A
M Left X 44.526 44.526
-t Left P 5.00% 5.03%
el Right X 50.255 50.255
Right P 95.00% 94.71%
B Diff. X 5.729 5.729
ot Diff. P 90.00% 89.68%
ol Minimum 442078  44.2085
Maximum 505734 = 50.5728
ool Mean 47.3906  47.3805
e Mode N/A 44,6348 [est]
Median 47.3906  47.3704
e 1 Std.Deviation 18376  1.8434
Variance 3.3767 3.3977
Skewness 0 0.0126
4520 50.255 Kurtosis 1.8 1.8028

Source: project simulation

In the next graphs we show the FNPV probabilityrdistion.

Graphic 5. 5. Probability distribution
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Source: project simulation
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Graphic 5. 6. Cumulative probability distribution
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Lease revenuesThe lease revenues are an important heading fototalr revenues, and now we want to
simulate a variation from10% to 10% in the next lease income:

a) open plots/parking leased at US $ 5.35/m

b) building plots leased at US $ 45/m

c) cold store leased at US $ 66/m

d) administrative offices leased at US $ 70/m

Table 5. 36. Simulated variations of lease revenues

Random values (%) FNPV ( C) FRR (C])
-10% / +10% € %
baseline case 0 47,390,604 10.23
1 3.11 50,992,423 9.10
2 -9.63 36,232,420 10.33
3 0.89 48,419,443 10
9999 3.60 51,558,621 10.64
10000 8.14 56,817,680 11.16

Source: project simulation

In the worst case scenario simulation the FNPV) @€t to 36 millions €; in the best case 59 millidh
The financial rate of return moved from 9% to 11%.
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Graphic 5. 7. Statistic values
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Probability distribution of FNPV.

Graphic 5. 8. Probability distributio
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Graphic 5. 9. Cumulative probability distribution
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For lease revenues we want also simulate an irer@fa$% every year. The reason is that operatirsgsco
have been assumed to increase at an estimateaf mfiaction of 1% per year.
In this case, the FNPV get to 92 millions eurojvatFRR of 15%.

Inflation. The inflation rate is another critical variablee\@ssume for Jenin area an annual rate of inflation
that moves from 3% to 8%, and we simulate the tffea the net present value on investment. Thdtresu
obtained is important, because the NPV is alwagstige and it moves from 80 millions euro to 15Imis
euro.
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6. Financial, economic and social impact analysis

We have analyzed the JILA project from differeninp@f view: financial, economic and social. Theuks
of the analysis (chapter 5) are particularly peegiand the advantages satisfy all the stakeholders

Table 6. 1. Financial and economic indicators of WA project

Project cost 85 mil. €
Financial Rate of Return

on investment 10%
Financial Net Present Value

on investment 47 mil. €
Economic Rate of Return 89%
Economic Net Present Value (B-C) 109 mil. €
Benefit Cost Ratio (B/C) 2.12

Source: project information
We have also analyzed the project indirect socaemic impact using the Social Accounting Matriéas
OPT, West Bank and Jenin economies, and we havelaed the impact of JILA project on the

employment rate and on local gross domestic product

Table 6. 2. Indirect and direct of JILA project

DIRECT EFFECT INDIRECT EFFECT
Increase Increase Increase Increase
% n° of employees % n° of employeesg
Agriculture 2.5 607
Manufacturing 53.2 4887 8.8 808
Services 2.7 518 2.4 460
Total 5.9 5405 2.05 1875

Source: project information

The indirect effect on Jenin force labour is the @f4he active employed population which amounts to
91,564 persons. The direct and indirect effectsfane labour are respectively 5,405 and 1,875 new
employment opportunities only for the Jenin are@ Nive estimate a total increase in West Bank ofitab
12,500 new employment opportunities.

The Jenin gross domestic product (GDP) will inceeatabout 40% when JILA project will arrive to Iful
speed. A 40% corresponds to an increase in GDB3fillions $ (114.5 millions). This amount repnetse
the benefit from the realization of the projectlonal economy. Thanks this benefit, we can estintiate
direct and indirect impact of the project. The tesaf the socio-economic analysis change as shiowime
following table.

Table 6. 3. Economic direct and indirect impact ofILA project

Economic Rate of Return 318%
Economi Net Present Value (B-C 2.85
Benefit Cost Ratio (B/C) 180 mil. €

Source: project information
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The economic rate of return moves from 89% to 31884, the total benefit from the project become almo
three times the cost. The strong impact on ecorgmws that JILA project represents a real oppantuofi
development not only for the Jenin area, but atsdhHe entire West Bank.
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Appendices

Appendix A — The Palestinian Economy and the Jenin IndustriaDistrict
Tables

Table 2. 38. Wages and salaries per source of incerand per quintile, West Bank 2006

Wages and salaries per source of income Wages aradasies per quintile

Private Public International Private Public Inter national

sector sector organisation sector sector organisati
Gross Equivalised
income quintile group | Percentage of gross monthly household incomé&ercentage of gross monthly household income
Lowest twenty percent 6 5 10 50 15 35
Second quintile group 12 13 12 54 21 24
Third quintile group 16 13 23 54 15 31
Fourth quintile group 21 35 26 47 29 24
Highest twenty percent 45 34 29 65 18 17
Total households 56 21 23

Source: PCBS

Table 2. 39. Self employment per source of incomaea per quintile, West Bank 2006

Self employment per source of income Self employmieper quintile
Agricultural |Industrial and |International |Agricultu ral | Industrial and | International

sector services sectof  organisatior sector servicesctor | organisation
Gross Equivalised
income quintile group | Percentage of gross monthly household incom&ercentage of gross monthly household income
Lowest twenty percent 8 8 12 25 57 18
Second quintile group 11 10 7 30 61 9
Third quintile group 21 18 14 30 60 10
Fourth quintile group 26 24 14 29 63 8
Highest twenty per cent 34 40 53 23 60 17
Total households 27 60 13

Source: PCBS

Table 2. 40. Social aids and pensions per sourceintome and per quintile, West Bank 2006

Social aids and pensions per source of
income Social aids and pensions per guintile
Pension| Public social| International Pension| Public social International
aids organisation aids aids organisation aids
Gross Equivalised Percentage of gross monthly household| Percentage of gross monthly household
income quintile group income income
Lowest twenty
percent 2 7 5 6 78 16
Second quintile group 12 8 8 26 57 17
Third quintile group 9 19 30 9 63 28
Fourth quintile group 10 18 24 11 65 24
Highest twenty
percent 67 48 33 27 61 12
Total households 19 63 18

Source: PCBS
196



Table 2. 41. Other sources per source of income aper quintile, West Bank 2006

Other sources per source of income Other sources pguintile
Capital Capital
Remittances Remittanceg income and| Remittances | Remittances income and
Palest. other Palest. other
household countries others household countries others
Gross Equivalised
income quintile Percentage of gross monthly household Percentage of gross monthly household
group income income
Lowest twenty
percent 5 9 7 34 32 34
Second quintile
group 16 6 15 52 11 37
Third quintile
group 11 16 15 36 28 36
Fourth quintile
group 22 15 16 52 19 29
Highest twenty
percent 46 54 47 42 26 32
Total households 44 23 33
Source: PCBS
Table 2. 42. Monthly self employment income per stzand per quintile
Size (number of persons)
Gross income 1 | From2to 4 | From 5 to 8| From 9 to 1bMore than 10
quintile group Percentage of gross monthly self enipyment income per size
Lowest twenty percent 8 6 4 5 19
Second quintile group 19 12 9 7 16
Third quintile group 13 21 14 17 27
Fourth quintile group 12 40 22 18 10
Highest twenty percent 48 21 51 53 28
Source: PCBS
Table 2. 43. Monthly employment income per size anger quintile
Size (number of persons)
Gross income 1 | From 2 to 4| From 5 to 8| From 9 to 1bMore than 10
quintile group Percentage of gross monthly employnré income per size
Lowest twenty percent 5 6 6 6 5
Second quintile group 10 11 11 14 7
Third quintile group 10 15 17 14 14
Fourth quintile group 33 16 25 27 28
Highest twenty percent 42 52 41 38 45

Source: PCBS
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Table 2. 44. Distribution of households per size aper quintile of total income, West Bank 2006

Number Quintiles (% values) Total

of components 1 2 3 4 5 household
1 2 5 0 6 14 27
From 2to 4 22 39 27 47 71 206
From5to 8 98 90 107 94 67 456
From 9to 10 28 25 25 16 12 106
More than 10 18 9 8 4 2 41
Total household 167 168 167 167 166 835

Table 2. 45. Distribution of households per size a@nper quintile of total

Source: PCBS

income, Jenin 2006

Number Quintiles (% values) Total

of components 1 2 3 4 5 household
1 0 0 0 0 1 2
From2to 4 1 3 2 3 5 14
From5to 8 6 6 7 6 4 30
From 9to 10 2 2 2 1 1 7

More than 10 1 1 1 0 0 3

Total household 11 11 11 11 11 55

Source: PCBS

Table 2. 46. Distribution of households per compom and per quintile of total income, West Bank
and Jenin 2006

Number Quintiles (% values) Total

of components 1 2 3 4 5 household
1 7 18 0 23 52 27
From2to 4 11 19 13 23 34 206
From5to 8 21 20 23 21 15 456
From 9to 10 26 24 23 15 12 106
More than 10 45 22 19 10 5 41
Total household 167 168 167 167 166 835

Source: PCBS
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Table 2. 47. Education level per quintile of totaincome, West Bank 2006

Education
level

Gross Equivalised
income quintile group estimate
Lowest twenty percent 3.26
Second quintile group 3.48
Third quintile group 3.23
Fourth quintile group 3.47
Highest twenty percent 3.40
Per size of households
(number of components)
1 3.21
from2to4 3.64
from5to 7 3.37
from 81to 10 3.35
more than 10 3.19

Source: PCBS

Table 2. 48. Education level per area and per prasiity to the elementary school, West Bank 2006

Proximity to the Per area Total
elementary school Urban | Rural Foraging camps avege
1 km 3.46 3.27 3.39 3.37
1-5 km 3.42 3.36 3.43 3.40
more than 5 km 2.56 3.00 2.75 2.77
Total average 3.15 3.21 3.19

Source: PCBS

Table 2. 49. Distribution of households per quintg of income and per type of locality

Type of locality

Gross Equivalised Urban Rural Foraging fields
income quintile group N. N. N.
Lowest twenty percent 98 70 18
Second quintile group 95 63 16
Third quintile group 73 74 19
Fourth quintile group 89 62 9
Highest twenty

percent 91 48 10

Source: PCBS
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Table 2. 50. Gini coefficient and Theil index perector of economic activity, West Bank and Jenin 2@

LFSWB | LFS Jenin
Gini coefficient % %
Agriculture 19 24
Manufacturing 25 24
Construction 21 21
Commerce-hotels 25 23
Transport-storage 24 22
Other 22 20
Total 24 23
Theil index
Agriculture 8.2 11
Manufacturing 10.7 11
Construction 8.1 8
Commerce-hotels 11.3 11
Transport-storage 10.6 8
Other 8.2 8
Total 9 9

Source: PCBS

Table 2. 51. The distribution of labour force for gender, age, area and education, West Bank and Jenin

2006
Employment | Group Share | Employment | Group Share

Rate by Among Rate by Among

Groups Employed Groups Employed

LFS WB LFS WB LFS Jenin LFS Jenin

(%) (%) (%) (%)

Total 78.2 100.0 80.8 100.0
Gender
Male 77.6 80.9 79.4 75.9
Female 80.6 19.1 85.6 24.1
Age
15-24 64.7 19.2 67.0 15.4
25-54 81.9 75.6 83.1 77.9
55-64 87.0 5.2 94.6 6.8
Area of residence
Urban 78.3 56.2 82.8 38.4
Rural 78.0 43.8 79.6 61.6
Education atteinment
No education 88.4 1.9 87.8 2.0
Primary eduction 76.8 13.7 85.2 12.8
Secondary education 77.5 55.5 79.6 60.3
More than secondary 79.6 28.9 81.0 24.9

Source: PCBS
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Table 2. 52. The distribution of unemployment for gnder, age, area and education, West Bank and
Jenin 2006
Unemployment| Group Share | Unemployment| Group Share
Rate by Among Rate by Among
Groups Unemployed Groups Unemployed
LFS WB LFS WB LFSjenin LFSjenin
Total 21.8 100.0 19.2 100.0
Gender
Male 22.4 83.6 20.6 82.9
Female 19.4 16.4 14.4 17.1
Age
15-24 35.3 375 33.0 31.8
25-54 18.1 59.7 16.9 66.6
55-64 13.0 2.8 5.4 1.6
Area of residence
Urban 21.7 55.8 17.2 33.5
Rural 22.0 44.2 20.4 66.5
Education atteinment
No education 11.6 0.9 12.2 1.2
Primary eduction 23.2 14.9 14.8 9.3
Secondary education 22.5 57.8 20.4 65.0
More than secondary 20.4 26.5 19.0 24.5

Source: PCBS

Table 2. 53. Percentage of expenditure per quintilef income in each kind of food and beverages, West

Bank 2006

Gross Equivalised Lowest twenty | Second quintile Third quintile | Fourth quintile | Highest twenty
income quintile group percent group group group pecent

% % % % %
Bread 10 9 7 6 5
Meat 12 11 11 10 10
Fish 1 1 1 1 1
Dairy products 4 5 4 3 3
Oils and fats 2 2 1 1 1
Fruit 4 4 4 4 3
Vegetables 11 8 6 5 4
Sugar 4 3 3 2 2
Non alchoolic beverages 2 2 2 2 2
Alchoolic beverages 0.02 0 0 0.02 0.1

Source: PCBS
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Table 2.

54. Percentage expenditure per area in dakind of food and beverages, West Bank 2006

Gross Equivalised
income quintile group

Urban
areas

Rural
areas

Foraging fields
areas

%

%

%

Bread

Meat

Fish

Dairy products

Oils and fats

Fruit

Vegetables

Sugar

Non alcoholic beverage

"

-
10
1
4
2
4
6
3
2

7
11
1

4
2
4
7
3
2

9
10
1
4
2
4
7
3
2

Alcoholic beverages

0.03

0

0.2

Source: PCBS
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Table 2. 55. Jenin crops production from Social Aaunting Matrix 2007

| w'heat Earley Onion | Garlic fnize |Potatoes [ Tobacco | Pods | Sesame | Spices S:‘:; | Crops
Wheat | 4167 4167
Biarley 1243 1243
Oinicin 27 7.1
Garlic 152.3 152.3
Bnise 87 87
Patatoes 124 124
Tobaceo 2ET72 2672
Podz 2451 2451
Sezame 18.3 183
Spives 4.1 41
Other crops 1] | el
| Crops | | HET 124.3 #7. 152.3 87 134 BT 24E.1 18.3 41 363 | | b |
Proceszing 1E 03 13
food ] ) ]
Mlanifacture 18 T3 1410.4 E4.9 ET.4 126 haa.2 126.2 0.2 38 0.3 2yan
i ater.
. 3096 0.0 547 456 0E 0.2 oy 35 3236 nz 46.3 10961
electriciy, gas
Canstruction 0.0 0.a 0.a
Private
b 11835 2435 J87.2 a4 hdh "3 10 400.5 B35 135 17375 40284
ER
Public
Seuicies
Tatal
intermediate 2208 405.2 2750 4761 1395 511 13993 TrE TO1E 2E 184495 nrrey
Gonsumption
Walue added 474 TR0 24a0.7 4260 B7.2 B0 16643 TOz0 B7.A 817 1406.9 1187
Impaorts 1819.0 2308 b B 963 14 brA Ir4a 2R 264 oy 2TNE E7add
Tokal value
of 4368 il E213 1074 33 170 3487 1756 TEE K] hars 268260
production

203



Table 2. 56. Jenin vegetables production from SodiAccounting Matrix 2007
I Tomatoses Cocombers Other 'i.'agatab'laal I ‘ir'egetablesl

Tomatoes 1 562 .8 1 562 8
Cuocumbers G624 .4 624 .4
Other S LS
wapetables F14.8 4.8
Apricolture 1 662.8 G624 4 0246 3211.8
Processing P
f I LR N
Manifacture 5T283 3 4646 3 350.0 12 552.0
Water.
electriciy, 13744 516.2 7643 26548
Eas
Constroction 26 0 o8 14.5 503
Privats 5 434.7 2 041.0 3 022.1 10 4977
services
Public
. .
Total
intermediats 14 2261 & 6360 8 085.5 28 9R7T.6
consemption
Walve added 12 185.3 5 982.8 T 9827 27 1507
Imports 3 8085 3 3983 3 75009 11 156.0
Total value
of 30 BHE 17 405 20 (68 68 135.0
production
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Table 2. 57. Jenin fruit trees production from Soal Accounting Matrix 2007

l Other crops Oive Citruz  Cherry Grape  Plum  Apple  Almond Other fruittreed |Fruit trees|
Other crops | | 353 |1s32| o1 | 424 [ tese | a1 | 67 | 29 | 202 || aus
Olive
Citrus
Cherry
Grape
Plum
Apple
Almond
Other frui
frees
Agricolture 35.3 153.2 01 424 165.9 41 6.7 259 3.2 4145
Processing
0.0
food
Manifacture 30.3 631.8 5.0 3302 1305 736 79.9 886 227.3 15709
Vater.
electriciy, 45.3 3.4 0.4 6.1 267 2.1 158 0.0 20.3 61.0
gas
Constructio 333 0.0 9.2 43 0.2 1.4 0.5 05 495
Frivate 17375 7924 | 02 | 1370 | 2537 | %6 | 66 | 242 795 13201
services
Public
SETViCiEs
Total
intermediate 1849.5 1614.2 5.6 524.8 5811 106.6 06.5 116.2 3669 3 416.0
conzumptio
Value added 1406.9 2756.01 201 76259 756.8 139.8 126.3 118.7 5275 5 208.1
Imports 27216 658.8 98 13159 161.9 207 181 145.8 350 15009
Total value
of 978 S 466 41 1817 1533 282 252 381 1248 10718.0
production
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Appendix A — The Palestinian Economy and the Jeniindustrial District

Graphic

Graphic 2. 10. Wages and salaries per source of mme (%),West Bank 2006
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Graphic 2. 11. Self employment per source of incon(&o),West Bank 2006
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Graphic 2. 12. Social aids and pensions per sourocéincome (%),West Bank 2006
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Graphic 2. 13. Other sources per source of incoméd), West Bank 2006
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Graphic 2. 14. Probability per quintile of gross mathly employment income (%)
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Graphic 2. 15. Engel curve, consumption of bread ahcereals per quintiles of income, West Bank 2006

Engel graph income consumption - BREAD and
CEREALS

Share consumption (%)
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Graphic 2. 16. Engel curve, consumption of dairy ppducts and eggs per quintiles of income, West
Bank 2006
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Engel graph income consumption - DAIRY
PRODUCTS and EGGS
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Graphic 2. 17. Engel curve, consumption of meat angoultry per quintiles of income, West Bank 2006
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Graphic 2. 18. Engel curve, consumption of oil antats per quintiles of income, West Bank 2006
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Graphic 2. 19. Engel curve, consumption of fish andea products per quintiles of income, West Bank
2006

209



Engel graph income consumption - FISH and SEA
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Graphic 2. 20. Engel curve, consumption of fruits er quintiles of income, West Bank 2006
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Graphic 2. 21. Engel curve, consumption of vegetads per quintiles of income, West Bank 2006
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Graphic 2. 22. Engel curve, consumption of sugar ahconfectionery per quintiles of income, West

Bank 2006
Engel graph income consumption- SUGAR and
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Graphic 2. 23. Engel curve, consumption of sugar ahconfectionery per quintiles of income, West

Bank 2006
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Graphic 2. 24. Engel curve, consumption of sugar @hconfectionery per quintiles of income, West
Bank 2006
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Appendix B — Restriction to moovements of goods anmgkople: an estimate of the
economic costs of closure

Tables
Table 3. 6. Screening Procedures (sources: Paltrad&/orld Bank, UN-OCHA)
Port Description
Ashdod This port accepts imports and exports. The cargo

screening is done through sophisticated Smiths-HEiem
Neutron based technology within a high security
complex. The cargo processing is well organized theg
procedure is computerized internally; it also ifgees
with the Customs ‘Malam’ System. The Scanning psece
is backed-up through physical inspection bays forem
in-depth investigation of suspect goods. Theretharee
internal and external warehouse facilities; theerinal
bounded warehouse entities are Contram, Oversahs an
Ashdod Bonded. Palestinian cargo owners and frgight
forwarders must use Israeli customs brokers. Fpoesg
shipping line reservations must be made at leadays
prior to departure and an export license must haiodd.
Containers must go to the port one day before libsng
date for security inspection. Documents and biltse |a
prepared following the overseas client necessity.

Haifa Port Site

Haifa is one of the lIsraeli's largest and oldest pmd
handles approximately 19 million tones of cargo,
including transshipment, out of which cca 50% | is
containerized. The port is administratively divided3
sections: the Western port which houses the mjlitar
vessels; the main port includes the primary coetain
terminal, a dry bulk facility, a dedicated passenge
facility, general cargo, warehouse and other fiégedj the
Eastern port which incorporates a Ro-Ro generajacar
terminal, fishing port and a chemical terminal. et is
in the continuous enlargement including a new doeta
gate and queuing area, construction of an additipna
container quay and additional container yards.

Rafah Commercial Passage

This commercial passage is a one way terminal, oséd
for Palestinian imports. Goods mainly arrive fromyft
and other Arabian countries and include food, flqur
cement, gravel, sugar and salt, etc. For goodsatietp
the passage is divided into two main separatedszdhe
Commercial Terminal and the Joint Verification Tarad
(JVT). Both of these areas are fenced within a dxigg
zone. Back to back loading is carried out for goods
pallets. After leaving the controlled Israeli terai all
Palestinian loaded trucks have to be cleared btomss
and registered by Palestinian authorized employees.

Allenby Border Crossing West Bank — Jordan

This is a major crossing between the West Bank [and
Jordan for civilians and import/export goods. Cemen

(bagged) trucks and cargo have special clearance to
proceed to a distribution center point in Jerichay |f
unloading. No containerized goods, Israeli goods, o
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goods originating in Syria, Libya, Lebanon or Irare
allowed to use this crossing. Security controls rmaexle
by the Israeli Airport Authority with passenger eening
technology being operated by the Passport Conkrare
is no scanning capability for full-truck, semi-teai or
ISO containers, although there is a scanner foletsal
Import cargo is usually cleared on the day of airi
There is a designated remote area for bulk cem
transfer where bulk cement is transferred to e&dh Isy
pump and pipes. This includes an inbuilt filter g
security grill to exclude weapons or explosiveserehis
also a transit area for re-bar (steel reinforciray for
construction) and a general post-scanning trarsés for
fork-lift operation to load trucks for Palestine

ent-

Jenin Crossing Point

This is a new cargo checkpoint for goods origirgtin
Israel and Gaza, controlled by the Military Politeis a
well structured facility with cargo transfer platfios for
back to back operations. This includes loading/adiog
areas plus several ‘blast-containment’ trans
compartments. These will house the ‘Security Saan
Equipment’ at a later stage. Trucks for inspectare
checked for documents and permitted to pass thrtug
sliding steel security gate into the transfer afidaey are
then directed either to the loading/unloading platfs or
to the blast-proof compartments. Much effort hasrb
made in designing a facility that will ease thensf@r of
goods but that will maintain a high level of setyri

sfer
i

=)

Tulkarem

Controlled by the IDF, the Tulkarem crossing poit
open 7 days a week, 24 hours a day for motor welaict
passenger traffic. For cargo movements the cheokj®
open Sunday — Thursday, 8am to 5pm. It is operaf
half day on Friday and closed on Saturday. No Isr
trucks are permitted to move through this checkipioito
or out of the West Bank. All cargo is subject talb#o
back procedures by scanning or detailed examinatibe
checks which take place have a security focus amdat
aimed at commercial compliance. A new facility rder
construction at this checkpoint which will servecae of
the five designated crossing points between thetV
Bank and Israel after the completion of the Barrier

Ves

Qalqiliya (Jaljoulia) Checkpoint

This is currently a general cargo checkpoint w
opening hours 06:00 — 22:00 (planned to extend4q
hours) at Jaljoulia for all types of vehicles irgilg light
trucks. The entry road into Qalgiliya does not rtave a
check point and the original check point and backack
operation is not used. Qalgiliya is situated inemclave
surrounded by the Barrier which demands someV
unique solutions to permit access to Israel. Theme

plans to create access to the next WB area by melun

(already under construction) and a new crossingtpeti
the Northern point above Qalgiliya. At some pomtthe
future there will be a crossing point with back kack
procedures.

Huwarrah (Awartah ) Checkpoint

Huwarrah is the only commercial crossing point iegd

ith

vhat

to the city of Nablus and Jenin. It is located le south
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of the city. The checkpoint opens 5 days per weeknf
7:00 AM to 6:00 PM, on Fridays from 7:00 AM to 2:00
PM, and closes on Saturday. Truck waiting timergsuad
3 hours. Often trucks will remain overnight to lestfin
line to cross the checkpoint the following day. Bdo
back cargo handling and security inspection promsiu
are applied. Between January 1 — September 30, p004
Howarrah checkpoint has been closed for 20 days.

Hamrrah Checkpoint

This checkpoint is located in the Jordan Valleyaarethe
east of Nablus. Palestinian trucks coming fromrthedle
and south of the West Bank and heading to Jenibadu
or Qabatiah governorates in the upper north of\tfest
Bank will cross the Hammrah checkpoint. The cheakpp
opens 7 days/week from 5:00 AM to 10:00 PM. Truick
waiting time is around 3 hours. If a waiting truisknot
inspected by the 10:00 pm closing time then ieguired
to wait over night or return to its origin. Thegerio back
to back system in place. However the combinatiohigff

number of trucks waiting in line, plus strict sdtur
inspection applied makes Hamrrah one of the most
restrictive checkpoints. Palestinian pedestriansd |an

vehicles may cross if they have permits. Only resid of
the Jordan Valley are allowed to cross without e

Jalameh Checkpoint near Jenin

Permanently staffed checkpoint for people and
occasionally open for goods. The crossing of Pialiesis
is forbidden except for those with a permit to emseael.
Also used for movement of goods between the WeskBa
and Israel, specially to flows directed to Haifa.

Beitunyia Checkpoint

It is the only commercial crossing point associatéth
the city of Ramallah. Opening hours are from 6:00 b
5:00 PM, on Fridays from 6:00 am to 2:00 PM anib i
closed on Saturday. The back to back system iseaptud
trucks/ cargo which are not permitted to travebitie
West Bank. Yellow plated Israeli trucks are exeffinpm
back to back processing. Average truck waiting tisng0
minutes. This checkpoint has been closed for al fota
period of 7 days since January 1, 2004. It alsoagom
crossing point for general cargo from Ashdod andfdHga
used by the shipments with humanitarian and medical
supplies as well as bulk cargo such as cement|and
aggregates. No general passenger traffic is peunitt
(except for the UN officers). Israeli registeredciks with
drivers who have the appropriate permit are allowed
pass. It is controlled by the IDF and is primaglgecurity
checkpoint with any commercial compliance inspetgip
incidental to the security objective. A very babick to
back cargo facility operates from a bare block arid
with separation of trucks being achieved by thegtaent
of 1.8m high square concrete blocks. There is mullivag
equipment or any warehouse facilities at the Siige
parking area before the control zone is quite iastt,
causing high queuing waiting times, under intemaéit¢
conditions. Also, the road that brings to the colnfone
is in extremely bad conditions, not appropriate floe
transportation of fragile goods, such as glass, Ftture
plans include the installation of electronic scagni
equipment and storage bins to facilitate the backack
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operation of these types of bulk cargo. A new cheakt
is being constructed approximately 1 km East frdm
existing checkpoint and closer to Ramallah.

Tulkarem (Taibeh) Checkpoint

This is the principal commercial checkpoint leadiaghe
city of Tulkarem. It is open daily from 7:00 AM &00
PM, and closes down on Saturday. Average wai
time/truck is 1 hour..

ting

Table 3. 7. Military Flying Checkpoints- Summary Satistics for Good and Bad Time

Mean Mean Std. Deviation
Variable Definition Good time Bad time Full dataset Full dataset
(monthly data, except where difforently speciied) 4100 prob=59% (120 abs) (120 obs)
AyWB no. of flying checkpoints in WB 313.24 584.82 453.55 168.84
AyN no. of flying checkpoints North WB 126.13 264.51 197.63 96.03
flyC no. of flying checkpoints Center WB 75.05 77.33 76.23 34.41
flyS no. of flying checkpoints South WB 134.77 219.03 178.30 77.31
flyJR avg. no. of flying ckpts. calibrated on the 1.09 3.14 2.15 4.57
route Jenin-Ramallah
flyJH avg. no. of flying ckpts. calibrated on the 1.20 1.35 1.28 14.56
route Jenin-Haifa
flyRA avg. no. of flying ckpts.on route 2.08 3.20 2.66 6.30
Ramallah-Ashdod
fly0 no. of flying checkpoints in Jerusalem 9.86 26.61 18.51 18.90
flyl no. of flying checkpoints in Nablus 30.48 46.72 38.87 30.23
fly2 no. of flying checkpoints in Jenin 19.50 78.69 50.08 43.69
fly3 no. of flying checkpoints in Tubas 13.93 18.66 16.37 10.07
fly4 no. of flying checkpoints in Qalqilya 62.22 120.43 92.30 43.96
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fly5 no. of flying checkpoints in Salfit 19.55 27.11 23.45 13.08
fly6 no. of flying checkpoints in Ramallah 13.41 15.54 14.51 16.74
fly7 no. of flying checkpoints in Hebron 83.51 106.38 95.33 38.59
fly8 no. of flying checkpoints in Jericho 3.00 4.06 3.55 5.98
fly9 no. of flying checkpoints Bethlehem 41.39 86.03 64.45 35.72
fly10 no. of flying checkpoints Tulkarm 42.08 34.67 38.25 24.45
Table 3. 8. Casualties - Summary Statistics for Gaband Bad Time
Mean Mean Std. Deviation
Variable Definition Good time ~ Bad time Full dataset Full dataset
(monthly data, except where difforently specfied) 4100 orob=59% (120 obs) (120 obs)
curfew no. of monthly declared curfew hours in the  138.65 89.91 113.47 112.93
WB
pfatw no. of Palestinian dead people in open  44.67 54.27 49.63 42.74
conflict across the WB
ffatw no. of Israeli. dead people from open  1.87 2.70 2.30 3.02
conflict in WB
Injurp no. of injured Palest. in WBGS 170.12 422.75 298.57 655.12
settli no. of Israeli settlers in WB 130.12 153.62 142.26 123222
ruins no. of house demolitions per month in WB 10.17 17.64 14.04 14.23
homeless no. of homeless Palestinians in WBGS 51.60 91.91 72.43 99.27
media Media coverage calculated as no. of articles  13.32 19.58 16.55 10.06
published worldwide on the Israeli-
Palestinian conflict
truckin no. of trucks entering the West Bank per 5579 5118 5341 7461

month, calibrated from Israel - WGB trade
value, with value by truck=12000USD
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truckout no. of trucks out from the West Bank per 2888 1246 2039 5749
month, calibrated from Israel - WGB trade
value, with value by truck=12000USD
arabpop Arab population living in Israel, thousands 1388.30 1366.94 1377.40 86.31
Key: WBGS - West Bank and Gaza Strip, WB — West Bank , GDP — Gross Domestic Product
Table 3. 9. Economic Indicator - Summary Statisticsor Good and Bad Time
Variable Definition Mean Mean Std.Dev.
/) 77 / ] 7, ]
(monthly data, except where difforently pecfed) e Badtime  Full dataset  Ful dataset
prob=41%  prob=59% (120 obs.) (120 obs.)
Igdp GDP of Israel, in bil. USD, index by year 152.24 142.34 147.14 34.41
pgdp GDP of West Bank and Gaza, in bil. USD, 4.15 4.09 412 0.44
yearly index
fcpi Consumer Price Index Israel, year base=2002 102.40 103.62 103.03 2.78
pepi* Consumer Price Index WBGS, year base=2002 145.70 142.12 143.85 5.79
Ppalexp Tot. exports from WBGS, in bil.USD by year 0.73 0.72 0.72 0.15
Isrexptot Tot. exports from Israel, in bil. USD by year 3054 2873 2961 781.17
palimp Tot. imports of WBGS, in bil. USD by year 2.79 2.36 2.57 0.50
Isrimptot Tot. imports of Israel, in bil. USD by year 3092 2858 2972 837.67
IisrexpWB Tot. exports of Isracl in WBGS, in bil USD by 3.38 3.00 3.19 4.30
year
IsrimpWB Tot. imports of Israel from WBGS, in bil. USD 1.67 0.72 1.18 3.31
by year
isrinvest Tot. Israeli investments abroad, in bil. USD 4.62 5.39 5.02 4.35
per year
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palexpus Total exports from WBGS to United States, 0.19 0.32 0.26 0.72
mil.USD by month
Isrexpus Total exports from Israel to United States, 829.48 771.66 799.61 228.65
mil.USD by month
palimpus Total imports in WBGS from United States, 0.11 0.16 0.14 0.2031
mil.USD by month
Isrimpus Tot. imports in Israel from United States, 1357 1351 1354 341.20
mil.USD by month
palfood Food production in WBGS in 1000 457.21 469.21 464.21 274.73
International USD by year
Key:WBGS - West Bank and Gaza Strip, WB — West Bank , GDP — Gross Domestic Product
Table 3. 10. Model Calibration, Parameters
In parentheses: Standard Deviation
Link Parameter Definition Good Time | Bad Time
(km)
Jenin-Ramallah 1.09 3.14
safe ronte: 89 km Avg. no. of flying checkpoints (risky route) 0.67) (1.38)
risky ronte: 105 km
No. of fixed checkpoints (safe route) 2 2
Average monetary cost on safe route (USD/truck) 540 540
Average monetary cost on risky route (USD/truck) 532 532
Jenin-Haifa 1.20 1.35
safe ronte: 198 km Avg. no. of flying checkpoints (risky route) 0.97) (0.54)
risky route: 53 km
No. of fixed checkpoints (safe route) 3 3
Average monetary cost on safe route (USD/truck) 950 950
Average monetary cost on tisky route (USD/truck) 220 220
Ramallah-Ashdod 2.08 3.20
safe route: 95 km Avg. no. of flying checkpoints (risky route) (0.80) (1.15)
risky route: 110 km
No. of fixed checkpoints (safe route) 1 1
Average monetary cost on safe route (USD/truck) 450 450
Average monetary cost on tisky route (USD/truck) 160 160
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Table 3. 11. Model Calibration, Variables

Total number of observations: 277

Link Parameter Definition Good Bad Good Bad
Time Time Time Time
-Safe -Safe -Risky -Risky
route- route- route- route-
Jenin-Ramallah
No. Obs.: 142 Pure travel time without inspection 129 129 137 137
Average queuing time before inspection 15 45 11 22
Duration of the coordination procedure 15 15 0 0
Average checking time per checkpoint 6.10 12.20 6.74 13.48
Total travel time 186 259 151 215

Jenin-Haifa

No. Obs.: 44 Pure travel time without inspection 240 240 60 60
Average queuing time before inspection 52 114 192 384
Duration of the coordination procedure 30 30 0 0
Average checking time per checkpoint 74 148 203 406
Total travel time 648 1026 406 910
Ramallah-Ashdod
No. Obs.: 91 Pure travel time without inspection 90 90 160 160
Average queuing time before inspection 129 258 59 118
Duration of the coordination procedure 60 60 0 0
Average checking time per checkpoint 37 74 58 116
Total travel time 316 482 371 783
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Appendix C - Handbook on the screening proceduresiports, airports, crossing
bridges and checkpoints

Ashdod. This port accepts imports and exports. The cargeesing is done through sophisticated Smiths-
Hiemann Neutron based technology within a high sgcoomplex. The cargo processing is well orgadize
and the procedure is computerized internally; $oainterfaces with the Customs ‘Malam’ System. The
Scanning process is backed-up through physicakotgm bays for more in-depth investigation of sdp
goods. There are three internal and external wasghtacilities; the internal bounded warehousdiestare
Contram, Overseas and Ashdod Bonded. Palestiniayo aavners and freight forwarders must use Israeli
customs brokers. For exports shipping line resematmust be made at least 4 days prior to degadnd

an export license must be obtained. Containers moisio the port one day before the closing date for

security inspection. Documents and bills are preghdéollowing the overseas client necessity.

Haifa Port Site. Haifa is one of the Israeli's largest and oldest pad handles approximately 19 million
tones of cargo, including transshipment, out ofchiiica 50% is containerized. The port is admirtistly
divided in 3 sections: the Western port which heube military vessels; the main port includesghmary
container terminal, a dry bulk facility, a dedicghteassenger facility, general cargo, warehousecdmer
facilities; the Eastern port which incorporates @R general cargo terminal, fishing port and anubel
terminal. The port is in the continuous enlargemiactuding a new container gate and queuing area,

construction of an additional container quay anditaahal container yards.

Ben Gurion International Airport. The airport operates 24 hours a day, 7 days a wespections
conducted at this location are performed undesthpervision of the Israel Airport Authority. Althgh not
confirmed with airport authorities, various Paleisth industry representatives interviewed for ttd@port
claim that cargo imported by Palestinian registdraesiness receives a significantly higher levetioécks
than cargo for Israeli importers. Pallet size seasmre used to inspect both import and exportocdrgvas
reported that all cargo is cleared within 24 holtewers and perishable cargo receive priority aan be
cleared within 3 - 4 hours. All import and expontrg processing data is entered in the MILAM preieg

system. Trade data from MILAM is accessible todirport authority, customs officers and customaege

Rafah Commercial PassageThis commercial passage is a one way terminal, asbd for Palestinian
imports. Goods mainly arrive from Egypt and othealian countries and include food, flour, cement,
gravel, sugar and salt, etc. For goods on palletspissage is divided into two main separated zdhes
Commercial Terminal and the Joint Verification Tevad (JVT). Both of these areas are fenced within a

bigger zone. Back to back loading is carried outgoods on pallets. After leaving the controllecaédi
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terminal all Palestinian loaded trucks have tolbared by customs and registered by Palestinigroeaéd

employees.

Allenby Border Crossing West Bank — Jordan.This is a major crossing between the West Bank and
Jordan for civilians and import/export goods. Cetr(@agged) trucks and cargo have special cleartnce
proceed to a distribution center point in Jericbo dnloading. No containerized goods, Israeli goads
goods originating in Syria, Libya, Lebanon or Irare allowed to use this crossing. Security contanés
made by the Israeli Airport Authority with passengereening technology being operated by the Passpo
Control. There is no scanning capability for fulk¢k, semi-trailer or ISO containers, although ¢her a
scanner for pallets. Import cargo is usually cldasa the day of arrival. There is a designated teracea

for bulk cement-transfer where bulk cement is timed to each side by pump and pipes. This indude
inbuilt filter and security grill to exclude weapoor explosives. There is also a transit areaddrar (steel
reinforcing bar for construction) and a generalt{asinning transfer area for fork-lift operation ltad

trucks for Palestine

Damiya Bridge (David Bridge)As far as we know (by June 2009), this bridge ismore open for
Palestinian shipments. Nevertheless in the pastcthssing point facilitated the export of a liedtnumber
of Palestinian products to Jordan and Arab cowfftigoically stones and marble, citrus, meat, ftaffls
and perishables) and the import of bottles for Itheal factories. The crossing border offered a uaiq
operation with designated Jordanian Reistered ‘GRiated’ trucks that can move to and from Jordain b
must come back to Damia before 16:00hrs. Thes&droad to have a ‘enlightened’ form with most eegin
and other panels permanently removed for the eaSeaurity inspection. Loading is carried out bylb#o
back process. All inspections are visual as theeena scanning devices available. As the whole &ea
designated as Military Zone, the standard secteitge (fitted with vibration sensors) surrounds phecess

area. The entry gates and check point are permgrsemtervised by the military personnel.

Jenin Crossing Point.This is a new cargo checkpoint for goods origirtimisrael and Gaza, controlled by
the Military Police. It is a well structured fatjliwith cargo transfer platforms for back to bagerations.
This includes loading/unloading areas plus sevilakt-containment’ transfer compartments. Thesk wi
house the ‘Security Scanning Equipment’ at a latage. Trucks for inspection are checked for docusne
and permitted to pass through the sliding steealirigcgate into the transfer area. They are theactikd
either to the loading/unloading platforms or to btast-proof compartments. Much effort has beeneariad

designing a facility that will ease the transfegobds but that will maintain a high level of setur

Tulkarem. Controlled by the IDF, the Tulkarem crossing pagbpen 7 days a week, 24 hours a day for
motor vehicle and passenger traffic. For cargo mmrgs the checkpoint is open Sunday — Thursday, 8am
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to 5pm. It is open for a half day on Friday andseld on Saturday. No Israeli trucks are permittechowe
through this checkpoint into or out of the West BaAll cargo is subject to back to back procedurgs
scanning or detailed examination. The checks wtakk place have a security focus and are not aahed
commercial compliance. A new facility is under doustion at this checkpoint which will serve as afe

the five designated crossing points between thet Bask and Israel after the completion of the Barri

Qalgiliya (Jaljoulia) Checkpoint. This is currently a general cargo checkpoint wiplering hours 06:00 —
22:00 (planned to extend to 24 hours) at Jaljoiaizall types of vehicles including light trucksh& entry
road into Qalgiliya does not now have a check pait the original check point and back to back afpam
is not used. Qalgiliya is situated in an enclaveaunded by the Barrier which demands somewhatugniq
solutions to permit access to Israel. There amaspia create access to the next WB area by a taineady
under construction) and a new crossing point atNbghern point above Qalgiliya. At some point fret

future there will be a crossing point with backosck procedures.

Wadi Al-Narr Checkpoint. This is a WB internal checkpoint, located to thertNdzast of Bethlehem on
the main road to Abu Dis. Palestinian trucks conong of Bethlehem and Hebron and heading towarels th
Jordanian crossings and/or the north of the WeskBand the opposite have to go through the containe
zone Wadi Al-Narr. The efficient operation of thiseckpoint is important because it is located enchly
road that directly links the north and south of West Bank. Opening hours are from 6:00 am to 10190
daily, 7 days a week. Approximately 200 trucks ylaahss through the checkpoint. Out of this number
approximately 50% transport stone and marble. EBneaimder carries general consumer goods. Trucks and
cargo are subject to security inspection only. €hsmo back to back operation. Truck waiting tiatehe
checkpoint averages 2 hours/day. Often trucksresitiain overnight to be first in line to cross tieckpoint
the following day. Since January 1, 2004 the craps$ias been closed for approximately 90 days. ¥ello
plated Israeli trucks will usually avoid this chedint by using the Gilo checkpoint located on tloetimern

border of Bethlehem with Jerusalem or by usingcase alternative checkpoint to the south of Bethieh

Howarrah (Awartah ) Checkpoint. Howarrah is the only commercial crossing point iegdo the city of
Nablus and Jenin. It is located to the south ofcibe The checkpoint opens 5 days per week frodd AM

to 6:00 PM, on Fridays from 7:00 AM to 2:00 PM, aridses on Saturday. Truck waiting time is around 3
hours. Often trucks will remain overnight to besfiin line to cross the checkpoint the following dBack to
back cargo handling and security inspection proesiare applied. Between January 1 — September 30,

2004 Howarrah checkpoint has been closed for 26.day

Hamrrah Checkpoint. This checkpoint is located in the Jordan Valleyaate the east of Nablus.
Palestinian trucks coming from the middle and saftthe West Bank and heading to Jenin, Tubas or
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Qabatiah governorates in the upper north of thetVBesmk will cross the Hammrah checkpoint. The
checkpoint opens 7 days/week from 5:00 AM to 1080@. Truck waiting time is around 3 hours. If a
waiting truck is not inspected by the 10:00 pm iciggime then it is required to wait over nightreturn to
its origin. There is no back to back system in pladowever the combination of high number of trucks
waiting in line, plus strict security inspectionpdipd makes Hamrrah one of the most restrictivekpeints.
Palestinian pedestrians and vehicles may cro$®yf have permits. Only residents of the Jordaneyadire

allowed to cross without a permit.

Atara-Atarot checkpoint. This checkpoint is situated in Ramallah. It hasoéservation tower that is
constantly staffed. Until October 2006, the chedhpavas staffed on and off. Now there are stringent

checks.

Jalameh Checkpoint near JeninPermanently staffed/ last checkpoint before Isrgedds. The crossing of
Palestinians is forbidden except for those witheait to enter Israel. Also used for movement obdmp

between the West Bank and Israel.

Beitunyia Checkpoint. Beitunyia is the only commercial crossing point azssted with the city of
Ramallah. For this reason is important that thesirmy operate efficiently. Opening hours are froB06AM

to 5:00 PM, on Fridays from 6:00 am to 2:00 PM érid closed on Saturday. The back to back system i
applied to trucks/ cargo which are not permittettrdoel into the West Bank. Yellow plated Israelidks are
exempt from back to back processing. Average tmaking time is 30 minutes. This checkpoint hasrbee
closed for a total period of 7 days since Janua004. It also the a major crossing point for gaheargo
from Ashdod and Haifa used by the shipments witlndmitarian and medical supplies as well as bulgaar
such as cement and aggregates. No general passexffyeis permitted (except for the UN officerdgraeli
registered trucks with drivers who have the appab@mpermit are allowed to pass. It is controllgdhe IDF
and is primarily a security checkpoint with any eoercial compliance inspections incidental to theusity
objective. A very basic back to back cargo facilifyerates from a bare block of land with separatibn
trucks being achieved by the placement of 1.8m bafare concrete blocks. There is no handling e
or any warehouse facilities at the site. The parkirea before the control zone is quite restrictadsing
high queuing waiting times, under intense traffimditions. Also, the road that brings to the cdrtane is

in extremely bad conditions, not appropriate fa ttansportation of fragile goods, such as glass Feiture
plans include the installation of electronic scagnéquipment and storage bins to facilitate thé badack
operation of these types of bulk cargo. A new cheak is being constructed approximately 1 km HEash

the existing checkpoint and closer to Ramallah.
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Tulkarem (Taibeh) Checkpoint. This is the principle commercial checkpoint leadittg the city of
Tulkarem. It is open daily from 7:00 AM to 5:00 PMnd closes down on Saturday. Average waiting
time/truck is 1 hour. Follows a geographic locaima of these crossing points below.

Appendix D — The transportation survey

Euromid Net - Transportation Survey. Part I: Generic

- ) . .
m—lil LAY Ty 0% I 100%
English |

100

*Please insert your access code (provided by your survey coordinator).

Only numbers may be entered in this field

*Please provide us with some generic informations about your firm's activity. Your main
activity is in the FIELD of:

Choose one of the following answers

) production

[
L

) commerce (en-gros)

L retail

() transportation

) Other

*Furthermore, your activity is mainly focused on:
Choose one of the following answers

() Perishable Food industry

() Non-Perishable Food industry

() Non-Food industry

() Other

*Your main office is based in:

city:

governorate/ district:

B(If your company is a multinational, please refer to your regional subsidiary)

Your activity is mostly LOCALLY or INTERNATIONALLY oriented :
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EUROMID TRANSPORTATION SURVEY: THE ROAD TO PEACE

This survey is part of the Eurcomid Network project. It aims to compare transport costs and freight volumes
on various itineraries linking locations in the near Middle East.

e [ Jhoew

English

100

Flease insert your access code (provided by your survey coordinator):

Only numbers may be entersd in fhis field

* The following questions refer to your three most recent deliveries: traffic conditions and alternative roads. Please
choose your trip distance and itinerary, from the list below.

|..Ienin -= Ramallah, visiting the following fixed checkpoint(s): ..

On the chosen itinerary, please provide the following data, regarding your shipment:

What are the names of fixed checkpoints you visited during this trip? {choose from the following: Al Jalama,
Calqgilya, Taybeh, Targumia, Al Hamra, Huwara, Beytunia, etc.)

Shipment date (month/2009 or month/2010)7?
Type of licence plate on the truck used for this trip (choose from the following: Israelian or Palestinian)?
How often you travel on this distance in a month? (number of this kind of trips by month)

Type of good transported (choose from the following: Perishable=P Fragile=F NonPerishable=NF
MonFragile=NF) ?

Load weight (in tones)?

Load value (in $US dollars)?

Price of the transporiation senvice (in SUSDY tonf distance)?

Any special permits required for the passage through these checkpoints? (choose from the following: yesino)
How many flying checkpoints did you met on the road?

How much time did you spent in queues near checkpoints? (in minutes)

Total duration of controls (inspection) at checkpoints for this trip (in minutes)
Total duration of "coordination™ procedure by phonefax before departure (in MINUTES)
How much time did you spent in traffic-jam on the road? (in minutes)

Any special road tanff or tax paid to obtain a passage permit at checkpoints? If yes, please specify the amount paid
(in BUSD).

During "turmoil” situations such as Intifada: a) did you transport goods on this road? or b)did you chose another
road? or c) did you not fravel at all (choose between: a b or c)

If you answered b) at the above guestion, was the altermative road more "risky” than the cument one? Choose from:
yeas or no. (by "risky” roads we define those roads of lower quality, being less controlled by military forces, with
flying checkpoints).
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Load value (in $US dollars)?

Price of the transportation senvice (in $USDY ton/ distance)?

Any special permits reguired for the passage through these checkpoints? (choose from the following: yesing)

How many fiying checkpoints did you met on the road?

How much time did you spent in quetes near checkpaoints? (in minutes)

Total duration of controls (inspection) at checkpoints for this trip {in minutes)

Total duration of "coordination” procedure by phone/fax before departure (in MINUTES)

How much time did you spent in traffic-lam on the road? (in minutes)

Any special road tanff or tax paid to obtain 3 passage permit at checkpoints? If yes, please specify the amount paid
{in $USD).

During "turmeoil” situations such as Intifada: a) did you transport goods on this road? or bidid you choss another
road? or ¢} did you not fravel at all (choose between: a,b or )

If you answered h) at the above guestion, was the altemative road more "risky” than the cument one? Choose from:
yes of no. (hy "nsky” roads we define those roads of lower quality, being less controlled by military forces, with
flying checkpaoints).

<< Previous Submit

[Exit and clear survey]

This swrweey is nat cumently sctive. You will not be able to save your responses.

Limeurvey ks Free sotware
Donate

Any special road tanff or tax paid to obtain a passage permit at checkpoints? If yes, please specify the amount paid
(in $USD).

During "turmoil" situations such as Intifada: a) did you transport goods on this road? or b)did you chose another
road? or c) did you not travel at all (choose between: a,b or c)

If you answered b) at the above guestion, was the alternative road more "risky” than the curment one? Choose from:
\ﬁn\e_s or Eoe(j‘by f'ritssky“ roads we define those roads of lower quality being less controlled by military forces, with
ying cl ints).

* Please choose your trip distance and itinerary, from the list below.

|Harnallah -= Ashdeod, visiting the following fixed checkpoint(s): ...

2n the chosen itinerary, please provide the following data, regarding your delivery:

What are the names of fixed checkpoinis you visited during this trip? {choose from the following: Al Jalama,
Qalqilya, Taybeh, Targumia, Al Hamra, Huwara, Beytunia, etc )

Shipment date (month/2009 or month/2010)?
Type of licence plate on the truck used for this trip {choose from the following: Israelian or Palestinian)?
How often you travel on this distance in a month? (number of this kind of trips by month)

Type of good transporied (choose from the following: Perishable=F Fragile=F NonPerishable=NF
NonFragile=MNF) ?

Load weight (in tones)?
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