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Executive Summary 

 
Following the Israeli occupation of the West Bank (WB) and the Gaza Strip (GS) in 

1967, the economy of the occupied Palestinian territory (OPT) became predominantly 
dependent on the much larger Israeli economy. The 1994 Paris Protocol, signed between the 
Palestine Liberation Organization (PLO) and the Government of Israel (GoI), attempted, at 
least theoretically, to remedy some aspects of the asymmetrical relations between the two 
economies, and to expand Palestinian external trade. However, the OPT's dependency on 
Israel further deepened in subsequent years and Israeli ports continued to be the major 
gateways used by Palestinian shippers (exporters and importers). Two factors explain the 
OPT's heavy dependency on Israeli ports: a) the limited, or almost no, access of Palestinian 
trade to regional port facilities in Egypt and Jordan; and b) the easiness of the clearance 
facilities available to Israeli agents who handle a significant amount of Palestinian imports, 
since Palestinian clearance agents have no access to Israeli port facilities.   
 

Following the second Palestinian Intifada of September 2000, Palestinian shippers were 
confronted with a myriad of new problems associated with importing and exporting goods. 
This study identifies the major Israeli procedures and hurdles that face Palestinian shippers at 
the Israeli ports of Haifa, Ashdod and the King Hussein Bridge (KHB). Many trade 
impediments are common to the three gateways; including stringent security procedures and 
physical barriers, unilateral Israeli control over all gateways, movement restrictions imposed 
on the Palestinian people and goods, the back-to-back system, lack of information and 
resources, inadequate infrastructure, and limited working hours. The study also highlights the 
Israeli policies that are specific to each gateway.  
 

As a result of Israeli procedures, Palestinian shippers, who are subjected to 
discriminatory treatment, bear additional direct and indirect costs; leading to higher 
transaction costs and thus the final cost of production and distribution (World Bank, 2008c). 
Ultimately, the competiveness of Palestinian exportable and importable goods in the domestic 
as well as the global marketplace erodes while the cost of imported inputs and consumer 
goods escalates. 
 

Despite the fact that Israeli procedures and trade impediments hamper efforts to create 
tangible changes on the ground, the study argues that a number of measures, if implemented, 
could boost Palestinian trade and revitalize the economy in the short term. Hence, this paper 
also identifies and critically examines some of these measures.  
 

One possibility, among many, is to seek and use donor aid to mitigate the constraints of 
the occupation. For instance, the improvement of trade conditions at KHB, including the need 
to process containerized shipments, would be a key element in facilitating Palestinian trade. In 
this regard, the introduction of the gantry scanner that was proposed by the Government of 
Netherlands (GoN) at KHB could boost Palestinian trade. For Palestinian shippers, the gantry 
scanner is intended to encourage the efficient movement of goods by eliminating the back-to-
back process for moving goods (a costly, tedious process of unloading and reloading pallets 
for manual inspection), reducing damage to goods, allowing for the effective transportation of 
refrigerated and perishable items, enabling better packing of shipments in terms of the 
diversity and quantity of goods, and reducing transportation time and other costs.  
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Chapter I 
Introduction 

 
 

The rapid progress of Information and telecommunication technology, the increasing 
number and scope of multilateral trade agreements, and the decline in tariff and non-tariff 
barriers to trade reinforce the importance of trade as a tool for growth and development. 
Economic theory asserts that trade leads to more efficient allocation of resources and allows 
the dissemination of knowledge and technology. In this context, trade facilitation – the 
simplification, harmonization and standardization of international trade and transport 
procedures through fast, reliable and efficient transport and logistical trade-related services is 
a major goal to be pursued in developing countries. In fact, developing countries' efforts to 
increase their share in global trade are often undermined by weak infrastructures and high 
transportation costs that erode the competitive edge of their exports and impose significant 
barriers to trade and development.  
 

While these problems are acute in the OPT, the relationship between growth and trade 
should be evaluated considering the restrictive measures imposed by the Israeli occupation, 
Palestinian economic dependency on Israel, the intensity of the political conflict and its 
economic ramifications. As argued in UNCTAD (2013), the structural constraints on 
economic development have worsened due to the prolonged Israeli restrictions on the 
movement of Palestinian people and goods, the expansion of settlements, the inability of 
Palestinian producers to access their productive resources, the decline in aid flows and the 
pervasive political and economic uncertainty. The protracted socioeconomic crisis in the OPT 
has bred to further problems for Palestinian trade, especially in the context of small and 
disconnected territories under the control and jurisdiction of the Palestinian National 
Authority (PNA), and increased Israeli restrictions on Palestinian traders. Furthermore, 
although the OPT has a seacoast of its own in Gaza, the delays in the construction of a seaport 
renders the OPT a de-facto landlocked territory dependent on the utilization of other 
countries' transport and port facilities, especially those of Israel, in order to access 
international markets. The land-locked status is aggravated by Israel's unilateral control of 
borders and transport facilities, by its closure policy and its elaborate restrictions on the free 
movement of Palestinian people and goods. As a result, Palestinian traders' access to the 
global market has grown to be dependent on political and security developments and the 
patterns of Palestinian trade are largely determined by the limitations imposed by occupation 
rather than by comparative advantages.    
 

In order to overcome the effectively land-locked status, the OPT needs to have the 
ability to construct and use its own seaport in Gaza and rehabilitate its national airport to 
achieve, in part, economic sovereignty and reduce high transport costs borne by shippers, 
producers and consumers. However, under the current circumstances of the blockade on Gaza 
and lack of progress on the political front, other short-term solutions should be explored in 
order to facilitate the flow of Palestinian trade. One of those alternatives was assessed in a 
study conducted by UNCTAD (2004) which examines alternative maritime routes to redirect 
Palestinian trade from Israeli ports to Port Said in Egypt and the Port of Aqaba in Jordan. The 
study found that in most cases the diversion of Palestinian trade through alternative routes 
was more costly than the original routes, mainly because of the Israeli security measures. 
Therefore, the study concluded that greater Palestinian control over trade transport routes, 
within the context of regional transit transport agreements, is vital for Palestinian trade. 
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