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“"This publication has been produced with the assistance of the European
Union. The contents of this publication are the sole responsibility of
international organization and can in no way be taken to reflect the
views of the European Union.” [Annex 2.6]
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Study

The Impact of the Suspension of the Palestinian-Israeli Coordination on

the Commercial and Economic Exchanges during the Corona Pandemic

Executive Summary

In March 2020, the Palestinian president, Mohammed Abbas, declared a state of
emergency right after the identification of the first COVID-19 cases in the Palestinian
Territories. Nearly two months later, the suspension of the Palestinian-Israeli
agreements as well as the security coordination between the two parties was
announced, exacerbating the economic situation that is continuously deteriorating

due to successive crises, including the tax revenues crisis in 2019.

Based on the foregoing, a lockdown was imposed on the Palestinian Territories. Thus,
the vital facilities, especially those of the economic sector, were fully closed. Bakeries,
pharmacies, and grocery stores were, however, opened, and Banks operated at the
minimum level. As a result, the Palestinian GDP of constant prices decreased by 4.9%

during the first quarter of 2020, compared to the last quarter of 2019.

To support affected individuals and members of the workforce, the Palestinian private
sector instituted an initiative that raised %18 million.

At the governmental level, the national revenues collected by the Ministry of Finance,
excluding the tax revenues, decreased by 20% during the second quarter of 2020.
From January till October 2020, they declined by 5.2% valued at $1 billion.

This study, in which 709 establishments/companies participated, falls within a series
of research efforts made by the Palestinian Consultative Staff for Developing NGOs
within the project: Promote Cross-border Economic Coordination, Cooperation,
Exchange, and Joint Ventures, funded by Peace-building Initiative — EU. The study aims
to characterize the Palestinian entrepreneurship reality and analyze the implications
of external unforeseen circumstances, whether regarding the Corona pandemic or the

suspension of the Palestinian-Israeli coordination.

The strict measures against COVID-19 followed by the suspension of the coordination,
including tax revenues meetings, have led to a major financial crisis. Based on that,
the Palestinian government refused to receive the revenues from May until November
2020, resulting in cutting the salaries of 210 thousand public employees and retirees

to half.

The tax revenues represent 63% of the total revenues with a monthly average of $200
million, allocated to the payment of salaries. As a consequence, the public debt to



suppliers and the private sector increased, affecting the purchasing power and the
government's ability to create new job opportunities.

Within this period, the Palestinian economy went through three crises, the spread of
the pandemic, the sharp economic slowdown, and the political confrontation between
the Palestinian and Israeli governments due to the suspension of the coordination,

affecting the transferring of the revenues.

According to the report of the World Bank, 121 thousand have lost their jobs during
the second quarter of 2020 as a result of the spread of the virus, as 96 thousand
worked in the West Bank and Gaza while the remaining 25 thousand worked in Israel.

A Joint report, released by the Palestine Monetary Authority and the Palestinian
Central Bureau of Statistics, mentioned that the local economy contracted at the rate
of 12% during 2020.

The study adapted descriptive and survey methodologies. It took place between May
2020 until the end of September of the same year. The main findings of the study are:

e Small-sized establishments that have around 5 — 20 employees are the most
effected due to the pandemic and the suspension of the coordination.

e 58.8% of the establishments have laid off or suspended part of their
employees (fully or partially).

e 21.7% of the establishments were shut down while the remaining 78.3%
operated part-time.

e The productivity of 92.6% of the establishments was affected, and sales
decreased considerably.

e 85.5% of the establishments suffered substantial losses. 53.5% of the
production sectors experienced an increase in production costs.

e 90.8% of the establishments were completely unable to import products while
others were affected by 42.8% (minimum) and 48% (maximum).

e 36.7% considered the performance of the government and its decisions were
confusing and negative or completely negative during the period covered
within the study. 11.7% considered that those decisions were positive or
balanced.

Regarding the required interventions, the government should mainly focus on five
main measures or interventions:
» 53.7% demanded subsidies and financial aids as well as market stimulations by
paying tax returns and private sector dues.
» 48.4% demanded regular payment of public sector employees' salaries fully to
protect and enhance the purchasing power.
» 48.2% demanded the decrease of VAT, especially after the suspension of the
coordination.
» 47.8% demanded the income tax exemption of production establishments of
the affected sectors for the year 2020.



» 33% demanded the reformulation of the national policy agenda and sectors
strategies as well as and the prioritization according to the implications of the
coordination suspension
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