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Abstract 

 

A man-made wall not only divides Palestinians from Israelis but also creates a 

physical division between economic prosperity and poverty. The physical presence of the 

wall, its implications, what it symbolizes and the myriad of restrictions that go along with it 

have been an issue between the two peoples since the inception of the wall. While the wall 

is a physical reminder of this division, the conflict is decades older. Arguably though since 

the inception of the wall, and the subsequent tighter restrictions on Palestinians, the division 

between the two sides has become clearer than in decades past. The paper starts by 

outlining the parallel historical narratives between Israelis and Palestinians, before diving 

into the intricacies of the conflict in terms of current events, restrictions in the West Bank, 

their economic impact and Israeli security concerns.  

The different chapters of the paper are designed to answer the following questions in 

order to gain a better understanding of the current situation in the region: How have the 

economic and social restrictions Israel has implemented in Palestine, specifically the West 

Bank, affected Palestinian economic prosperity? What were the security concerns that 

caused Israel to implement these restrictions? Are there middle ground policies that could 

help improve the lives of Palestinians while ensuring Israeli security concerns are validated?  

While the main focus of the paper remains on the economics of the conflict, the final 

chapter also illustrates more general policy options that could be implemented to create 

conditions for peace in the region. On top of creating authentic economic development in 

Palestine, there is also emphasis on creating opportunities for more equal cooperation and 

communication between Israelis and Palestinians. This is not only inclusive to the upper 

echelons of government and activists. It is also important for a more equal coexistence to be 

created on the people-to-people level as it is in people’s everyday lives that the conflict can 

be felt the most.  
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Introduction  

 

On March 21st 2019 American President Donald Trump overturned long standing 

American foreign policy in the Middle East. He declared the Golan Heights (internationally 

recognized as Syrian territory under Israeli occupation) to be sovereign Israeli territory. This 

event is yet another twist in the, seemingly, never-ending conflict Israel has with its neighbours 

over disputed territory.1 The most contested disputed territory remains between Israel and 

Palestine, with each side interpreting the conflict within the constructs of their own narratives.  

The area of Israel/Palestine has always been a contentious issue for both sides due to 

the significant religious and territorial importance of the region to both Arabs and Jews. 

However, the events of 1948 are seen as the modern origins of the Israeli-Palestinian conflict. 

The adoption of United Nations (UN) Resolution 181 - known as the Partition Plan - would 

create a snowball effect leading to the Nakba for Palestinians and the creation of the State of 

Israel for the Israelis. Between 1948 and the Six Day War in 1967 there were numerous divisive 

events, including; Jordan assumed administrative control over the West Bank (1950), the 

Palestine Liberation Organization (PLO) was created in Cairo (1964) and there were multiple 

Israeli massacres of Palestinian villages (1956 and 1966).2  

The Six Day War in 1967 would be another major turning point in the conflict. On June 

5th 1967, after weeks of Egyptian and Syrian military movement on Israel’s borders, the Israelis 

launched a counter air offensive. Over the course of six days Israel would capture the rest of 

historic Palestine. In addition to the West Bank and Gaza, Israel was also able to capture the 

Golan Heights and the Egyptian Sinai.3 The capturing of these lands marks the beginning of 

                                                
1 Diamond, Jeremy and Jennifer Hansler. 22 March 2019. “Trump says it’s time for US to recognize 

‘Israel’s sovereignty over the Golan Heights.’” CNN News. Accessed 04/14/19. 
https://www.cnn.com/2019/03/21/politics/trump-golan-heights-tweet/index.html 
2 “Timeline of Palestine’s history.” 2015. Al Jazeera. Accessed 04/14/19. 
https://interactive.aljazeera.com/aje/palestineremix/timeline_main.html#tl-1  
3 Laron, Guy. 2017. “Chapter 22: Last Days.” The Six Day War: The Breaking of the Middle East. Yale 
University Press  

https://www.cnn.com/2019/03/21/politics/trump-golan-heights-tweet/index.html
https://interactive.aljazeera.com/aje/palestineremix/timeline_main.html#tl-1
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Israeli occupation over the Palestinians. Since the conclusion of the Six Day Way, occupation 

policies have been discriminatory towards Palestinians, and have included restrictions on 

freedom of movement, unequal access to job opportunities and health care, as well as 

systematic violence.4  

This research paper looks to address how the occupation’s policies have impacted 

Palestinians living in the West Bank. Specifically, there is emphasis on the economic 

implications of the occupation. This is done in order to assess how Palestinian economic 

prosperity has been affected by the conflict and which economic and more general policies 

could be implemented to help relieve tensions in the region. For the purposes of this paper, 

economic prosperity is defined as economic growth, illustrated through authentic growth in 

Palestinian Gross Domestic Product (GDP) with less reliance on international financial support 

to maintain the economy.  

The eight main chapters of this paper will delve deeper into the current situation to gain 

a better understanding of: How have the economic and social restrictions Israel has 

implemented in Palestine, specifically the West Bank, affected economic prosperity? What were 

the security concerns that lead Israel to these restrictions? Are there middle ground policies that 

could help improve the lives of Palestinian while ensuring Israeli security concerns are 

validated? 

The first two chapters of this paper are particularly important as they set the background 

of the current situation through both the lens of the Palestinian perspective and Israeli 

perspective. These two chapters (Palestinian historical narrative and Israeli historical narrative) 

are considered to be the parallel introductions for this paper. Each narrative sets out the same 

divisive events, but told from their respected perspectives. Due to length constraints of this 

                                                
4 “Israel and Occupied Palestinian Territories.” 2019. Amnesty International USA. Accessed 04/14/19. 
https://www.amnestyusa.org/countries/israel-and-occupied-palestinian-territories/ 

https://www.amnestyusa.org/countries/israel-and-occupied-palestinian-territories/
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paper, the two narratives only briefly discuss the major events that have happened over the last 

century. It is acknowledged that this has resulted in numerous gaps in the timeline.  

Chapters three (Current situation in Israel and Palestine) and four (Israeli restrictions in 

the West Bank) illustrate the current situation in the region in terms of both overarching themes, 

recent events and which Israeli restrictions are currently in place in the West Bank. Chapters 

five (Economic implications of the restrictions for Palestine) and six (International financial 

support to Palestine) detail the economic effects of the conflict on the Palestinian economy in 

terms of lost GDP and employment opportunities, as well as how the ‘dog-earing’ of financial 

support to institution building has impacted the conflict.  

In chapter seven (Israeli security concerns), the paper addresses the reasons why Israel 

has had to put in place the outlined restrictions in the West Bank. The inclusion of this chapter 

emphasizes that even though the occupation policies have been detrimental to Palestinians in 

the West Bank, there are valid security reasons for their implementation. The final main chapter 

(Conditions for peace?) explores possible policy options that would be favorable for both sides 

and which are feasible in the current climate of the conflict. While the majority of this paper has 

focused on the economics of the conflict, this final section also explores more general and 

social policy options.  
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Figure 1: Map of Israel and Palestine as it is currently divided 

Source: Middle East Eye (22 November 2017) 

 

Palestinian historical narrative  

 

 George Antonius’ The Arab Awakening (1938) is a history of events from the pro-Arab 

perspective. This is an important book in order to better understand the basis for the current 

Palestinian narrative on the conflict, and why events in the last century were viewed with the 

lens they were. Antonius states that the premise of the pro-Arab perspective is that the Arabs of 

Palestine are connected to the land, not just through the seventh century Muslim conquests, but 

from the Canaanite period. This interpretation is significant because it means that the Arab 

existence in modern day Israel precedes the invasion of the Hebrews. In other words, Arabs are 

the true indigenous population to the region and as Antonius warned, fighting over the land 

would lead to Arab resistance.5 This pro-Arab perspective on history remains in Palestine and is 

vital when analyzing the current Israeli-Palestinian conflict.  

                                                
5 Ilan Troen, S. 2007. “De-Judaizing the Homeland: Academic Politics in Rewriting the History of 
Palestine.” Israel Affairs 13 (4): 872-884. Pg 875 
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 The first major event of the last century that was divisive between the Arabs and the 

Jews occurred during the First World War. As the Entente powers fought to win over the Arabs 

in the Ottoman Empire, a series of communications materialized between the French, English 

and the Arab leader, the Sharif of Mecca. These communiques became known as the Hussein-

McMahon Correspondence (1916). In 1915 the Arab terms for intervention on the side of the 

Entente powers were laid out. The July letter to the Entente powers illustrated that Arab 

intervention in the war was conditional on, what they interpreted, was the guaranteed future 

Arab self-determination in the region.6 Arabs leaders had fixated on the wording of the 

correspondence, which was written in such a way that they believed that the French and British 

would create and protect an independent Arab state in the region.7 The October 24th 1915 letter 

to the Sharif of Mecca clearly states the British intentions on this matter: “Great Britain is 

prepared to recognize and uphold the independence of the Arabs in all the regions lying within 

the frontiers proposed by the Sharif of Mecca.8” This statement gave Arabs false hope for an 

independent homeland, but as the next chapter will outline, this did not occur, and what actually 

happened gave the advantage to the Jewish population.  

 Britain governed over the region between the end of the first war and 1948 as the British 

Mandate of Palestine. As the Mandate was coming to a close, the UN sought to adopt a viable 

plan for the region. This became the Partition Plan. In 1947 Arab leadership, those outside of 

Palestine, rejected the terms of the Plan that would have created separate Jewish and Arab 

states.9 Historian Walid Khalidi argues that the Plan was not as morally fair as it is made out to 

be. 55 percent of the land was to be given to the Jewish people, while they represented only 

                                                
6 Antonius, George. 1938. “Great Britain’s Pledge: 1915.” The Arab Awakening. Hamish Hamilton: 
London. Pg 164 
7 “Pre-State Israel: The Sykes-Picot Agreement (1916).” Jewish Virtual Library. Accessed 12/13/18. 

https://www.jewishvirtuallibrary.org/the-sykes-picot-agreement-1916 . 
8 Antonius, George. 1938. “Great Britain’s Pledge: 1915.” The Arab Awakening. Hamish Hamilton: 
London. Pg 170 
9 Salem, Walid. 2002. “Legitimization or implementation: on the UN partition plan.” Palestine - Israel 
Journal of Economics, Politics and Culture 9(4): 7-14. Pg 9 

https://www.jewishvirtuallibrary.org/the-sykes-picot-agreement-1916
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one third of the population in the region at the time.10 This disparity is cited as one of the 

reasons why it was rejected by Arab leadership. However, Arab leadership within Palestine took 

measures to find a solution outside of the parameters of the proposed Plan. Twice before the 

official creation of Israel in 1984 Palestinian leaders went to the Arab League asking for the 

creation of a Palestinian government. Both times they were refused. In June 1948, after Israeli 

statehood was declared, the Arab League decided to create a temporary civil administration in 

Palestine, the All Palestine Government, which was replaced by the PLO as the representative 

of the Palestinian peoples in 1964. However, this decision by the Arab League came too late 

and meant Palestinians were disadvantaged by being stateless.11  

 

Figure 2: UN Partition Plan 
Source: BBC News - UN Partition Plan  

 
 In the lead up to the creation of Israel, between April to May 1948, 250,000 Palestinians 

fled the region due to the Israeli Plan Dalet.12 Before the 1948 Nakba (literally meaning 

catastrophe - the Palestinian term for this period of mass exodus of Arabs from the region), 

                                                
10 Podeh, Elie. 2015. “The UN Partition Plan (1947).” Chances for Peace: Missed Opportunities in the 
Arab-Israeli Conflict.” University of Texas Press: Austin. Pg 43 
11 Ibid, Pg 10.  
12 Bosma, Maap. 2010. “Plan Dalet in the Context of the Contradictions of Zionism.” Holy Land Studies 
9(2): 209-277. Pg 210 
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Arabs had been the majority in Palestine. With the Arab rejection of the Partition Plan, Jewish 

leadership forcefully dislodged Palestinians from their communities in order to gain that 

territory.13 Hence, the unrolling of Plan Dalet. The orders for how to unroll Plan Dalet came with 

methodological descriptions on how to go about evicting Palestinians. Such tactics included: 

bombing villages, demolishing homes, planting mines to dispel residents from returning to 

ruined homes and other large scale intimidation tactics.14 As the Yugoslav case illustrates, 

ethnic cleansing involves both the deliberate use of force against civilians and the forced 

movement of these people, including the destruction of their dwelling places.15 Israel and most 

of the international community denies that this occurred in 1948 but it is clear from this definition 

that ethnic cleansing of Arabs did occur. In the span of two months, 531 villages had been 

destroyed and Palestinians were removed from 11 urban neighborhoods because they were 

Arabs.16 

 The decades long, divisive issue of settlements started after the Six Day War in June 

1967. In the aftermath, the United Nations Security Council (UNSC) failed to find that Israel 

acted as an aggressor in the capturing of these lands. This finding would give Israel the 

necessary international legitimization tools to remain the occupying force over Palestinian 

territory.17 The Security Council had called for a ceasefire rather than a withdrawal of forces 

from the Occupied Territories, including the West Bank and Gaza. A lesser ‘punishment’ for the 

actions of Israel.18 Today, Israel remains an occupying power in the West Bank even though 

legally “a state that takes territory while exercising a right of defense may remain only as long as 

                                                
13 Khalidi, Walid. 1988. “Plan Dalet” Master Plan for the Conquest of Palestine.” Journal of Palestinian 
Studies 18(1): 4-33. Pg 14 
14 Pappe, Ilan. 2006. “The 1948 Ethnic Cleansing of Palestine.” Journal of Palestine Studies 36 (1): 6-22. 

Pg 6 
15 Ibid, pg 7 
16 “The Palestinian Nakba 1948, The Register of Depopulated Localities in Palestine.” 2009. Palestinian 
Return Center. Accessed 04/16/19. https://prc.org.uk/en/post/91 
17 Quigley, John. 2012. “Permanent Takeover.” The Six-Day War and Israeli Self Defense. Cambridge 

University Press: Cambridge. Pg 177  
18 Ibid, Pg 178  

https://prc.org.uk/en/post/91
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necessary to protect against the attack to which it was responding.19” In this case, the attack 

being the aggression of the Egyptian and Syrian armies in 1967, which has long since ended, 

meaning Israel has no legal authority to remain the occupying power over this territory.  

Furthermore, shortly after the conclusion of the war, Israel began moving its own citizens 

into the West Bank as settlers. As an occupying power this action is illegal under Article 49 of 

the Fourth Geneva Convention.20 Legally, occupations are to be temporary and are not to 

disrupt the civilian life of the population. Between 1967 and 2017, over half a million Israelis 

have settled in the West Bank and East Jerusalem, disrupting Palestinian life.21 The resulting 

UNSC Resolution 242 (1967) created after the Six-Day War states that it is necessary for Israel 

to withdraw from the Occupied Territories. The fact Israel has not withdrawn and continues to 

increase their settler population remains at the basis of the Palestinian argument that Israel 

continues to defy international conventions surrounding the conflict.22 

 The last divisive issue to be briefly discussed in the introductions of this paper is the 

Oslo Accords. In the early 1990s the PLO was weakened by Palestinian extremist violence and 

decreases in international financial and political support.23 Due to Palestine’s weakened status, 

before the interim arrangements could be signed, Yasser Arafat, the PLO Chairman, had to 

accept UNSC Resolution 242 (1967). This would be Palestine’s formal recognition of the right of 

Israel to exist, and it renounced Palestinian lead terror and violence in the region.24 From the 

Palestinian perspective, the Oslo process was not based on “reciprocal recognition of equal or 

comparable rights.” Israel made demands but gave very little in return. The reciprocal right of 

                                                
19 Ibid, pg 178 
20 Baker, Alan. 2011. “The Settlements Issue: Distorting the Geneva Convention and the Oslo Accords.” 
Jewish Political Studies Review 23 (3-4): 32-39. Pg 33 
21 “Statistics on settlements and settler population.” 2019. B’Tselem. Accessed 04/16/19. 
https://www.btselem.org/settlements/statistics 
22 Lapidoth, Ruth. 2011. “The Misleading Interpretation of the UN Security Council Resolution 242 
(1967).” Jewish Political Studies Review 23 (3-4): 7-17. Pg 11 
23 Hassan, Shamir. 2011. “Oslo Accords: The Genesis and Consequences for Palestine.” Social Scientist 

39 (7-8): 65-72. Pg 66 
24 Ibid, pg 66 

https://www.btselem.org/settlements/statistics
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Palestine to exist was never acknowledged. Additionally, none of the agreements under Oslo 

recognize the West Bank or Gaza as “occupied territories,” a contentious issue for Palestinians. 

Nor did Israel have to commit to halting any of their illegal activities, such as the settlements.25 

Oslo was marketed to bring economic prosperity, yet in the decade succeeding Oslo more 

Palestinians lived in poverty than the decade preceding it. This is directly correlated to Israel 

increasing systematic restrictions over Palestinians, which have included trade and movement 

restrictions.26 

Israeli historical narrative 

 This chapter will illustrate events discussed in the previous chapter, but from the Israeli 

perspective. To begin, Jewish territorial claim to the region dates back to the Bible, but the more 

recent phenomenon of Jewish settlement started in the late 19th century (1897) with the formal 

creation of Zionism - a religious and political movement (deemed necessary due to growing anti-

Semitism) to re-establish Israel as being Jewish.27  An estimated thirty thousand Zionist 

immigrants landed in the region during this time. Due to the sultan’s view that the entire 

Ottoman Empire be sacred Islamic territory the new settlers were not explicitly forthcoming with 

their objectives. Private correspondences though indicated that the early settlers planned to 

reclaim the Land of Israel for the Jewish people after a two-thousand-year absence from their 

ancestral homeland.28 The acquisition of these lands were not random. From the beginning it 

was a systematic decision by Zionists to acquire land - along a continuous chain - in order to 

easily create a Jewish state.29 

As stated in the last chapter, the Hussein-McMahon Correspondence was only the 

beginning of Entente discussions during the First World War about the Middle East. By 1917 

                                                
25 Ibid, pg 70 
26 Ibid, pg 71 
27 “Zionism.” 2019. History. Accessed 04/16/19. https://www.history.com/topics/middle-east/zionism 
28 Morris, Benny. 2008. 1948: A History of the First Arab-Israeli War. Yale University Press: Yale. Pg 3 
29 Quigley, John B. 2005. “Origins of the Arab-Zionist Conflict.” The Case for Palestine: an international 
law perspective. Duke University Press: London. Pg 4 

https://www.history.com/topics/middle-east/zionism
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Zionism had grown in Western Europe (spread through evangelical's literal interpretation of the 

Bible dictating Israel as the Jewish homeland) and the project to protect it was solidified with the 

signing of the Balfour Declaration. 30 In the span of a year, the wording, and the objective of 

what was promised for the region of Palestine had shifted. Instead of the British maintaining 

their intentions of providing Arabs an independent region, the British had shifted their mentality 

to create a Jewish national homeland.31 The Balfour Declaration stated that Britain “viewed with 

favour the establishment in Palestine of a national home for the Jewish people.32” The political 

bias behind this decision, that ultimately shifted the power in the region to the Jewish 

population, was imperialist on the part of the British. They desired a buffer, a Jewish homeland, 

between the Suez Canal in the West and the French influence in the East. The ultimate result 

being that Zionists now had a strong supporter for their cause, shifting the balance of power in 

the region back to the Jewish population. 33 

On November 29th 1947, when the United Nations General Assembly (UNGA) accepted 

the Partition Plan,34 Jewish leadership (under David Ben-Gurion) made an early and pragmatic 

decision to accept the proposed Plan, unlike their Arab counterparts.35 While the larger Jewish 

community as a whole wished for a larger share of the land, they were aware that they were the 

minority but currently held the world’s sympathy after the horrors of the Holocaust. The Partition 

                                                
30 Khalidi, Rashid. 2016. “The persistence of the Sykes-Picot frontiers in the Middle East.” London Review 

of International Law 4(2): 347-357. Pg 350 
31 Rhett, Maryanne A. 2016. “Expectations and entitlement of empire.” The global history of the Balfour 
Declaration: a declared nation. Routledge: New York. Pg 138 
32 Quigley, John B. 2005. “Origins of the Arab-Zionist Conflict.” The Case for Palestine: an international 
law perspective. Duke University Press: London. Pg 8  
33 Matthew, William. 2013. “The Balfour Declaration and the Palestine Mandate, 1917-1923: British 

Imperialist Imperatives.” British Journal of Middle Eastern Studies 40(3): 231-250. Pg 243 
34 “The Plan of Partition and End of the British Mandate.” United Nations. Accessed 12/13/18. 
http://www.un.org/Depts/dpi/palestine/ch2.pdf 
35 Tal, David. 2000. “The forgotten war: Jewish-Palestinian strife in mandatory Palestine December 1947-
May 1948.” Israel Affairs 6 (3-4): 3-21. Pg 9 

http://www.un.org/Depts/dpi/palestine/ch2.pdf
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Plan became a practicable solution for creating a Jewish homeland. Jewish leadership, and the 

general population, accepted the plan as it afforded them international legitimization.36  

After the Arab leadership refused the Plan, Jewish leadership (particularly the Jewish 

paramilitary organization - Haganah) needed a plan to protect Jews from rising tensions. The 

objective of the 1948 Plan Dalet, that launched the First Arab-Israeli War, was to “gain control of 

the areas of the Hebrew state and defend its borders” and to “self defen[d] against invasion by 

regular or semi-regular forces.37”  At its basis, Plan Dalet was defensive in nature. Within these 

parameters the plan did provide for the clearing of Palestinian villages and the deportation of 

their inhabitants. The objective of these actions was so that the Jewish population could claim 

the territory they were to legally be given under the Partition Plan.38 Plan Dalet further involved 

securing the roads (from a possible imminent Arab attack) that would connect Jewish areas 

earmarked for the new state to bordering, predominantly Jewish areas.39 While force was 

considered necessary to achieve these objectives, it was not targeted discrimination, but a 

means for the Haganah to secure the future of their emerging state, as per the Partition Plan.40 

While Palestinians see the territorial aftermath of the Six-Day War in 1967 as being in 

violation of international law, Israel has maintained that the territory of the West Bank is 

disputed, and that their claim is not considered any less valid than the Palestinians.  

As long as the future status of the West Bank is subject to negotiation, Israel’s claims to 
this disputed territory is no less valid than that of the Palestinians. This territory held the 
cradle of Jewish civilization during biblical times and Jewish communities existed there 
over thousands of years. Modern-day Israel has deep ties to the many historical sites 
located in the West Bank. Yet Israel’s claim to this territory is based not only on its 

                                                
36 Ma’Oz, Moshe. 2002. “The UN Partition Resolution of 1947: Why was it not implemented?” Palestine - 
Israel Journal of Economics, Politics and Culture 9(4): 15-23. Pg 17  
37 “Text of Plan Dalet (Plan D) 10 March 1948: General Section.” Mid East Web. Accessed 12/14/18. 
http://www.mideastweb.org/pland.htm  
 
38 Bosma, Jaap. 2010. “Plan Dalet in the context of the contradictions of Zionism.” Holy Land Studies 
9(2): 209-227. Pg 219  
39 Morris, Benny. 2008. “The Second Stage of the Civil War.” 1948: A history of the First Arab-Israeli War. 

Yale University Press. Pg 119  
40 Ibid, pg 120.  

http://www.mideastweb.org/pland.htm
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ancient ties, religious beliefs and security needs; it is also firmly grounded in 
international law and custom.41  
 

Evidence has shown that in 1967 Israeli leadership and the military never made a 

comprehensive decision to take over the West Bank. The Disputed Territories (What Israel calls 

the West Bank and Gaza) became a result of multiple political and military decisions that 

included: counterattacks against Jordanian troops, the encirclement of Jerusalem and the 

advance and occupation of part of the West Bank to defend against Jordanian troops.42 Ezer 

Weizman, Israeli Defence Force Deputy Chief of Staff during the Six-Day War, stated 

afterwards that “we could never have fought the war we have for a Jewish state in any other 

part of the world. Jerusalem, the West Bank of Jordan, indeed the whole of Palestine has a very 

deep significance for us. It is the basis of Zionism,43” which implied their desire to protect these 

lands but not occupy them.  

The resulting UNSC Resolution 242 (1967) has caused much debate of the role of Israel 

in the aftermath of the war. Israel emphasizes that Resolution 242 does not fall under Chapter 

VII of the UN Charter, which deals with the UNSC powers to maintain peace. Since Resolution 

242 is not subject to this chapter of the UN Charter it is not enforceable. It is merely a 

recommendation for the two parties to follow.44 Paragraph 1 (i) of the resolution deals with the 

“withdrawal of Israel armed forces from territories occupied in the recent conflict.” Israel 

however believes that their withdrawal would occur in conjunction with an established secure 

boundaries agreement with Palestine. Since this secure boundary has yet to be agreed upon 

                                                
41 Quigley, John. 2012. “Permanent Takeover?” The Six-Day War and Israeli Self-Defense. Cambridge 
University Press: Cambridge. Pg 180 
42 Benjamini, Haim. 1983. “The Six-Day War, Israel 1967: Decisions, coalitions, consequences: A 
sociological view.” Journal of Strategic Studies 6 (3): 64-82. Pg 71 
43 Ibid, pg 72 
44 Lapidoth, Ruth. 2011. “The Misleading interpretation of UN Security Council Resolution 242 (1967)”. 
Jewish Political Studies Review 23 (3-4): 7-17. Pg 9  
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with Palestine, Israel has therefore not fully withdrawn their forces from the Disputed 

Territories.45 

Finally, in 1993 Israeli Prime Minister Yitzhak Rabin commenced formal talks on a peace 

framework (what would become known as the Oslo Accords) with PLO leader Yasser Arafat. 

The peace process created political and psychological challenges in Israeli society. In the years 

succeeding Oslo there was an increase in Israeli fatalities in comparison to the years preceding 

the peace process. While Palestine maintained that they were (economically) weakened by 

Oslo, Israel also claims they were weakened in terms of security. This was due to the increase 

in violent action taken by Palestinian extremists. Such attacks deprived Israel and Israelis of 

their security and control over the situation. Suicide terrorism became more commonplace 

within Israeli cities.46 In an October 5th 1995 address Rabin stated that “the Palestinians were 

not in the past and are not today, a threat to the existence of the State of Israel” but that the 

“murderous terrorism of the radical Islamic terrorist organizations” were the threat. Security by 

force therefore became the means to which Israel used to protect itself and its citizens from 

these attacks.47 

Current situation in Israel and Palestine  

 On December 23rd, 2016 the UNSC adopted resolution 2334.48 This resolution 

reiterates the fact that the international community continues to believe that Israeli settlement 

activity in the Occupied Territories is illegal under international law. Israel was angered by the 

adoption of this resolution as it attacked what members of the ruling coalition within the Knesset 

call the “heart of the land,” i.e. the settlements in the West Bank. Israel’s reaction puts into 

context the current situation in the region, particularly the impasse between the Israelis and 

                                                
45 Ibid, pg 11 
46 Rosler, Nimrod. 2016. “Leadership and Peacemaking: Yitzhak Rabin and the Oslo Accords.” 
International Journal of Intercultural Relations 54: 55-67. Pg 58 
47 Ibid, Pg 60 
48 Liel, Alon. 2017. “UN Security Council Resolution 2334: An Important Lease on Life for the Two-State 
Solution.” Palestine - Israel Journal of Politics, Economics and Culture 22(2-3): 78-84. Pg 78 
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Palestinians on codifying a legal solution to the conflict. 49 Israel disagreed with the following two 

lines of the resolution as they directly called out current Israeli practices in the Occupied 

Territories: 

Condemning all measures aimed at altering the demographic composition, character 
and status of the Palestinian Territory occupied since 1967, including East Jerusalem, 
including, inter alia, the construction and expansion of settlements, transfer of Israeli 
settlers, confiscation of land, demolition of homes and displacement of Palestinian 
civilians, in violation of international humanitarian law and relevant resolutions,  
Expressing grave concern that continuing Israeli settlement activities are dangerously 
imperiling the viability of the two-State solution based on the 1967 lines,50 
 
In December 2017 American President Donald Trump created shock waves in the 

international community as he unilaterally recognized Jerusalem as the capital of Israel.51 Under 

international law it remains that the final decision over the status of Jerusalem should be 

decided by negotiations between Israel and Palestine, rather than a unilateral decision by the 

United States or Israel. Trump’s decision led to UNGA and UNSC motions that branded the 

capital’s move from Tel Aviv to Jerusalem to be null and void.52 During the resulting vote, only 

nine countries came out in support of Trump’s decision, many of which depend on American 

aid. Israel of course also supported the capital’s move. 128 other countries condemned 

America’s actions, including Arab and European nations.53  

Due to the United States’ decision to move the capital, the Palestinian Authority (PA), 

the recognized government of the Palestinian people, decided to boycott the US-led peace 

process. Subsequently, in January 2018 the United States reduced their funding to the United 

Nations Relief and Works Agency for Palestine refugees (UNRWA), with transfers completely 
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University Press: New York. Pg 93.  
52 Ibid, Pg 101 
53 Farrell, Jeff. 22 December 2017. “UN Jerusalem vote list: The 128 countries that didn’t back US over 
their Israel capital decision.” Independent. Accessed 12/19/18. 
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stopping in August. It is expected that UNRWA will be short 30% of their budget in the coming 

year.54 One concern is that this move further illustrates the new American policy that is explicitly 

pro-Israeli, rather than an unbiased mediator between the two sides of the conflict.55 

Furthermore, with such a large decrease in funding the major concern remains maintaining 

adequate services and employment for Palestinians. By July 2018, before American funding 

completely ceased, 267 UNRWA jobs held by Palestinians were cut.56 Ultimately, this has led to 

increased unemployment rates for the most vulnerable Palestinians, i.e. those living in the 

refugee camps. This cut in funding, and subsequent job loss has meant a decrease in adequate 

services in the refugee camps. For example, classroom sizes doubling as teaching jobs have 

been cut.57 

In late March 2018, mass rallies were organized along the Israel-Gaza border. They 

were part of a movement demanding that Israel allow the right of return to those who no longer 

have access to cross over into Israel, the West Bank or to live in parts of Israel they consider as 

their homeland. Between the rallies start and mid-July 2018, over 150 Palestinians had been 

killed and a further 15,000 had been wounded by Israeli gunfire. Gaza health officials have 

noted that the majority of those they treated or pronounced dead had been unarmed Palestinian 

civilians.58 

Yesh Din’s 2018 case study (January 2017 to March 2018) on Yitzhar (an Israeli 

settlement south of Nablus) has shed light on Israeli settler violence towards Palestinians in 
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neighboring towns. This includes two cases of suspected violence committed by soldiers during 

the report’s timeframe.59 Unfortunately, Israel rarely considers violent acts by the Israeli military 

against Palestinians to be criminal offenses. They are deemed to be acts which aid in protecting 

the State of Israel and its people.60 This negligible enforcement by Israel signals to Palestinians 

that soldiers have impunity. The violence then is seen to be backed by the state.61 This is 

particularly clear in that when Palestinians come forward to police within the West Bank about 

any form of violence perpetrated against them, law enforcement only identifies the perpetrators 

or finds sufficient enough evidence to prosecute in 9% of the cases.62  After interviews with local 

Palestinians it was also revealed that “Settlement security coordinators” (CSCs), Israelis with 

policing powers and armed by the military, also play a role in the violence that takes place. They 

have been known to disrupt Palestinians in their day-to-day lives, and they have been active 

participants in violent acts.63  

In Amnesty International’s 2017/2018 “The State of the World’s Human Rights” report 

they noted that Israel continues to detain Palestinians from the Occupied Territories in Israeli 

prisons, an illegal act under international law. There are currently over 6,100 Palestinians, 441 

of which are administrative detainees, being held in Israeli prisons. 1,500 Palestinian prisoners 

launched a 41-day hunger strike in April 2018 in opposition to their harsher prison conditions, 

including longer sentences for minor offences in comparison to their Israeli counterparts.64 

It was also reported in the 2017/2018 report that the Israeli authorities continue to 

demolish a large number of Palestinian properties. Within this time frame, 423 homes and 
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structures that were built without Israeli permits were demolished. It is important to note that it is 

virtually impossible for many Palestinians to obtain these permits, which is a reason why they 

are built illegally under Israeli law. At least 660 people were forcibly evicted from the demolished 

homes. A further 50 people were evicted from their homes when they were demolished as 

punishment for alleged family members committing attacks against Israelis. This is part of 

Israel’s collective punishment system, which is illegal under international law.65 

The UN envoy to the Middle East reported that in the fourth quarter of 2018 there was a 

record low of Israeli settlement expansion into the West Bank and East Jerusalem. However, 

between June and August, Israel approved or moved forward with their settlement plans for 

2,000 housing units in East Jerusalem, and a further 200 in the exclusively Israeli controlled 

Area C of the West Bank. All of these Israeli settlement plans in Palestinian territory are illegal 

under international law and remain a continued obstacle in the peace process.66 While this 

number of new building expansion might seem low, an estimated 600,000 Israelis live in 

settlements in the Occupied Territories. These citizens live within 127 Israeli Ministry of the 

Interior recognized settlements, as well as a further 100 illegal outposts and neighborhoods 

within the West Bank. The settlements cover nearly 10% of the territory within the West Bank, 

directly disrupting Palestinian life, which remains illegal under international conventions.67  

During the month of November 2018, the Palestine Red Crescent Society noted 

numerous incidents of violence against Palestinians. In this 30-day span, 815 Palestinians living 

in the Gaza Strip were noted as having been injured by Israeli attacks. The three main causes 

of injury were tear gas (398), live ammunition (139), and rubber bullets (103).68 For the same 
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time period in the West Bank, 108 Palestinians were injured. 83 from tear gas, 67 from rubber 

bullets and 12 from live ammunition.69 Rubber bullets are similar to live ammunition except for 

the fact that they are coated in rubber. The rubber ensures the projectile loses speed rapidly 

after firing from a weapon. This categorizes rubber bullets as nonlethal. However, as the case in 

Palestine illustrates, rubber bullets can still cause severe injury, or even death. A contributing 

factor to this is the firing distance to when it impacts a person. The shorter the distance, the 

more damage the rubber bullet is likely to cause.70 

Violence again escalated in Israel and Palestine as 2018 came to a close. The Israeli 

army announced that Ramallah would be closed as a military zone following a shooting attack 

against an Israeli east of the city in early December. In the aftermath of this event four 

Palestinians, all suspects in alleged attacks against Israel, were killed within a 24-hour period. A 

further 56 Palestinians living in the West Bank and East Jerusalem were arrested. The violence 

was not only perpetrated by Israeli state employees but also by Israeli settlers. Rocks were 

thrown at Palestinian vehicles on Route 60, south of Nablus, causing property damage and 

various injuries.71  

Israeli Restrictions in the West Bank 

Since the modern beginning of the Israeli-Palestinian conflict in 1948, Israel has 

imposed a variety of restrictions over Palestinians, particularly after 1967 and the creation of the 

Occupied Territories. These restrictions have ranged in severity and across different sectors of 

society, each with a unique impact on the lives of Palestinians. This chapter illustrates the major 

restrictions that have been imposed in the West Bank. Understanding the restrictions in place is 
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an important step in understanding their economic impact, which will be discussed in the next 

chapter of this paper. This will create a better overall understanding of how economic conditions 

impact the conflict.72  

One of the major restrictions imposed on Palestinians is their freedom of movement. 

Unlike their Israeli counterparts, they face many physical, institutional and administrative 

barriers to movement. This has become one of the biggest challenges to independent 

Palestinian economic growth as it makes trade, investment and simple hiring processes more 

complex.73 In 2012, the barriers to Palestinian movement in the West Bank included: “59 staff 

checkpoints and 455 unstaffed impediments to movement, such as roadblocks, gates and 

trenches.”74 Another restriction of movement imposed on Palestinians involves which roads they 

are allowed to drive on. In the West Bank, Israel has designated 65 kilometers of highway to 

near exclusive Israeli use. This makes it more difficult for people and goods to reach their 

destination as they are forced to take slower alternative routes.75  

Another repercussion of Israel’s restriction of free movement for Palestinians is poor 

health due to limited access to health care. This has both a social and economic impact. Like in 

most countries, major hospitals and specialty clinics are located in more densely populated 

areas of the West Bank. The US State Department has documented how these restrictions on 

movement have impacted Palestinians seeking health care. In the nine year period between 

2002 and 2011 there were 2159 instances where an ambulance was prevented or delayed in 
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passing through a checkpoint, 194 instances where ambulances were attacked by the Israeli 

military and 79 instances where emergency response teams were attacked by Israelis.76 The 

continued and systematic restriction of movement not only reduces the quality of medical care, 

and therefore the overall health of the population, but it also has an impact on the economy. 

Laborers in poor health are less productive in comparison to their healthier counterparts. 

Furthermore, this practice is in direct violation of the Fourth Geneva Convention that articulates 

that an occupying power must provide medical care for those living in the Occupied Territories.77 

The most prominent restriction on movement is the physical presence of a wall, what 

Israel has called the Separation Barrier (Palestinians refer to it as the Separation Wall), which 

runs 460 kilometers through the West Bank and which has yet to be fully completed. The route 

of the barrier however does not follow the Green Line boundaries decided upon in 1967 after 

the conclusion of the Six-Day War. This means that there are over 10,000 Palestinians who live 

in communities trapped between the Green Line and the Separation Barrier, who are required 

by Israel to obtain permanent residency permits, and renew them every five years, to live on 

their ancestral lands. A further complication for these residents is that much of the services 

available to Palestinians reside on the other side of the Separation Barrier, including health 

care, jobs and education. This means they are required to cross over through designated 

checkpoints, which are not always open. Another issue with where the Separation Barrier was 

erected is that it cut off some 150 Palestinian communities from their lands. Their houses 

remain to the east of the barrier but the lands which were used for agricultural purposes became 

inaccessible as many of the access gates between the two sides are rarely opened for the free 
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passage of Palestinians.78  The Separation Barrier is justified as a security measure to prevent 

militant and terrorist attacks on Israelis.79 However, it is in violation of the Fourth Geneva 

Convention. As an occupying power Israel is legally accountable for providing those in the 

Occupied Territories the right to the freedom of movement.80  

As noted earlier, access to housing permits and the demolition of houses remains a 

major problem. The practice of systematically demolishing Palestinian homes is longstanding, 

dating back to 1948. At its basis, this restriction is denying Palestinians the ability to remain 

where they currently reside. Thus creating a more homogenous Jewish society in the historic 

lands of Israel as Palestinians are forced to move.81 This policy is ultimately carving out the 

Occupied Territories so that Palestinian sections are diminishing and becoming more 

impoverished.82 For example, in East Jerusalem an average of 150-350 building permits are 

issued a year for Arab-designated housing units. At the same time, within the municipality 50-

100 homes are demolished, with some 15,000 order for demolitions still outstanding. This 

practice has created a shortage of housing units for Palestinians.83 This has led to a housing 

crisis as the housing that is available is very expensive and unattainable for most residents, 

many of who live at or below the poverty line.84  
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Figure 3: Palestinian permits in Rural Areas and Area C 
Source: The World Bank 2013 report to the Ad Hoc Liaison Committee 

 
The Palestinian housing crisis is also prevalent in the West Bank where housing permits 

are scare and demolitions are rampant. A major reason for the demolition of homes is the 

invalidity of the Palestinian’s housing permit, which is granted, refused or can be revoked by the 

Israeli authorities. Other tactics used for the basis of housing demolition include; they were built 

too near to Israeli-settlements or Israel-only highways, Israel declares the land an agricultural 

designated area, the land where the house is built is too steep, or for security purposes.85 In 

terms of grand totals, since 1948 when the conflict began, some 140,000 Palestinian homes 

have been demolished for a variety of reasons. In 1967, four entire villages were bulldozed to 

create the Canada Park, destroying ancient homes and displacing hundreds of people. During 

the Second Intifada (2000-2004) 60% of Palestinian homes in the Occupied Territories were 
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destroyed in military clearing operations, because they did not have housing permits (making 

them illegal) or as part of Israel’s collective punishment system.86 A practice which is in direct 

violation of Article 53 of the Fourth Geneva Convention which pertains to property rights.87  

Education for Palestinians in the West Bank is not formally restricted by any Israeli policy 

like other issues discussed in this chapter, but a combination of practices does create 

circumstances where children have a diminishing access to adequate education. This is 

important for this paper as education levels are intrinsically linked to the economy through more 

productive laborers with more ‘white collar’ jobs. In 2018, over 225 Palestinian children were 

injured (from live ammunition, tear gas and rubber bullets) by Israeli soldiers, in or near their 

West Bank schools. This can become a deterrent for children to go to school due to physical 

and psychological repercussions of the inflicted violence. Anxiety has been known to manifest in 

children affected by these incidents, as it distorts their sense of security, which also impacts 

their ability to concentrate and learn when they do go back to school.88 A related issue is that 

schools and classrooms also fall victim to Israeli housing permits and demolitions. An example 

of this is the school in Zanouta south of Hebron, which was opened in March 2018, but was 

demolished overnight in April 2018 by the Israeli military. This unstable environment is not 

conducive to providing quality education in the West Bank. 89  

Israel has also implemented a banking regime in Palestine that is restrictive and to the 

disadvantage of Palestinian banks and citizens. The first restriction that Palestinian banks face 

is that they have to operate through one of the following Israeli banks; Discount Bank or Bank 

Hapoalim. Palestinian banks need to obtain shekel clearing services from one of these two 

banks so that they can operate. This is in contrast to Jordanian and Egyptian banks operating in 
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Palestine who do not have the same requirements imposed on them. In order to access the 

clearing services, the Palestinian banks need to not only pay the Israeli bank to use the service 

but they also have to hold large amounts of cash collaterals on hand. The crux of the issue is 

that on top of this base layer Israel has implemented policy where Palestinian banks are unable 

to clear large amounts of shekels in a day, meaning they run a short-term deficit, even though 

they have the necessary cash on hand. This creates a situation where Palestinian banks need 

short-term loans to pay off their unnecessary debts.90 

Within the Palestinian Territories, the largest export industry has been mining and 

quarrying of stone. Yet this sector is still heavily restricted by Israeli authorities. The hardest 

area hit by these restrictions is Area C of the West Bank (under complete control of Israel). A 

major contributing issue is again the problem of permits. The last time permits were issued to 

Palestinian companies in Area C to open new quarries was in 1994. Furthermore, a number of 

past permits have expired, meaning a diminishing number of quarries are still legally operating 

in the area.91 There have been reports of companies who do not have permits, or who’s permits 

have expired, that have continued operating. However, when these quarries are found and 

closed their equipment is confiscated and they face fines, further hindering this sector’s ability to 

function efficiently and contribute to the economy.92  

Another related issue to Palestinian mining is the Dual List. The Dual List of Goods 

includes civilian items that could be used in a military or violent capacity against Israel. This list 

includes the production machinery that is prohibited for importation by Palestinian companies, 

but which is also necessary for quarries to function.93 In stark contrast, Israeli-owned quarries 
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operating in the West Bank face no restrictions. The material that they quarry is transported 

back to Israel for the sole use of Israelis. This practice is a direct breach of international legal 

principles (Article 43 of the Hague Regulations) as Israel is exploiting resources within the 

Occupied Territories for the sole use of themselves, the occupying power.94 It is estimated that 

over 75% of all materials that are quarried in the West Bank are transported back to Israel. This 

number is higher when only Israeli-owned quarries are considered. 94% of their quarried 

material in the Occupied Territories is sent back to Israel. This puts Palestine at a disadvantage 

as the raw materials that are quarried could be used for construction and infrastructure projects 

in Palestine, which would put money back into the economy by creating jobs and improving 

services.95 

Palestinian access to natural resources, outside of mining, is also restricted, specifically 

within Area C of the West Bank. This is due to the fact that less than 1% of Area C is allocated 

to Palestinian use, and it remains completely under Israeli military control. It has become nearly 

impossible for Palestinians to obtain permits to extract natural resources in the area.96 This is 

detrimental to the economy as Palestine would otherwise have access to 607,730 dunumas 

(equal to 1,000 square meters each) of nature reserves, and 59,016 dunumas of forests within 

Area C that could be exploited.97 On top of this, Palestinian access to the biggest natural 

resource within the West Bank is also severely restricted, the Dead Sea. Israel has been able to 

control Palestinian access to this vast natural resource by claiming the bordering land as closed 

military zones, nature reserves and state lands. These territorial designations completely 

eliminate Palestinian access to the Dead Sea. There are also further checkpoints and the 
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general denial of free movement which restricts Palestinians from reaching the Dead Sea. 

Furthermore, Palestinian companies have been denied construction permits in Area C for 

tourism-related activities in the region. This means that Palestine is losing revenue from the lost 

extraction of natural resources in the area like sea minerals, salt, and trees from the surrounding 

forests, as well as from the tourism industry.98  

The practice of Israel exploiting natural resources in the Occupied Territories is illegal 

under international law, specifically article 55 of the Hague Regulations. Four commercial solar 

energy fields operate within illegal Israeli settlements in the West Bank. This solar energy profits 

Israeli settlements while excluding Palestinians from the economic and energy benefits.99 The 

issue of natural resources within the West Bank is of particular importance as under the Fourth 

Geneva Convention Israel is responsible for providing the necessary resources to support life. 

When Israel provides electricity, in this case through solar panels, to their settlements but 

denies the same permits to Palestinians it limits Palestinians’ abilities to cook their food and go 

to work.100 Access to such natural resources could help alleviate the dire humanitarian and 

economic situation that is occurring in Palestine, as people would have access to basic 

necessities with better long-term economic growth.101 

Telecommunications is one sector where there have been improvements on Israeli 

restrictions, but Palestinian companies are still operating at a disadvantage in comparison to 

their Israeli counterparts. In early 2018, after a 14-year ban, Palestinian companies were 
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100 Ibid, pg 7 
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granted access to 3G infrastructure in the West Bank, prior to this they were operating on 2G 

networks. However, Palestinian companies are still operating at a disadvantage in comparison 

to Israeli companies, some of which provide service in the West Bank, as they are now offering 

4G coverage through towers placed in Israeli settlements. Some Palestinians have chosen to 

use Israeli telecommunications companies for the better services, taking away business from 

Palestinian companies. Also, Israeli companies do not pay any taxes or license fees to the PA, 

even though they are operating in Palestinian territory, further disadvantaging Palestine.102 

Economic implications of the restrictions for Palestine  

 Since 2011, there has been a stark decline in the economic prosperity of Palestine. This 

can be attributed to both the occupation, and the subsequent Israeli imposed restrictions, as 

well as to cuts in international foreign aid, which will be discussed in the next chapter. In 2018, 

real growth in the West Bank declined to two percent. This number is lower than previous years, 

and has been attributed to clashes with Israeli forces and the occupation, as well as the 

decreased flow of aid.103 It is estimated that the development of Area C alone could contribute a 

35% increase in the Gross Domestic Product (GDP) of Palestine.104 It has also been estimated 

that the opening up of agriculture, exploitation of minerals, stone mining and quarrying, 

construction, tourism and telecommunications sectors would lead to $2.2 billion USD in revenue 

each year.105  

 The Palestinian Ministry of Finance and Planning presented to the Ad Hoc Liaison 

Committee in late 2018 on the fiscal leakages the State of Palestine is facing. Of importance to 
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this paper is the estimated $360 million in lost revenue from Israeli activity in the West Bank and 

Area C that is not taxed and given back to Palestine. The Paris Protocol had obliged Israel to 

collect taxes in Palestine, deduct those taxes that were accrued by Israeli income in Area C, 

and then transfer those funds to the Palestinian Authority. However, in 2000, Israel ceased 

these taxation practices. For the past 19 years Israeli companies operating in Area C and the 

West Bank have been profiting from their commercial activity in the region without having to pay 

any tax back to Palestine.106 This is the largest lose to the Palestinian economy and is tied into 

the occupation practices and restrictions that Israel implements.  

 

Figure 4: Breakdown of Fiscal Leakages per File 
Source: The State of Palestine, Ministry of Finance and Planning report to the Ad Hoc Liaison 
Committee 
 
 Multiple reports, including those from the World Bank, have concluded that one of the 

ways to create sustainable growth in Palestine is to help increase the productivity of the private 

sector. A key policy that would help increase the output of the private sector would involve a 

relaxation of both the internal and external restrictions that Israel has applied to Palestine.107 
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This is illustrated by the fact that in Q1 of 2018, the economy of the West Bank saw a 5% 

growth rate. This growth was concentrated in sectors (wholesale and retail) of the economy that 

do not have tight restrictions imposed on them. It is important to note that this paper does not 

touch on the situation in Gaza, where economic conditions have continued to deteriorate with 

tightening restrictions. This means that while the GDP in the West Bank has seen a slight 

growth in 2018, the overall GDP of Palestine has decreased.108 

 Currently, Israel restricts Palestinian access to the Dead Sea, meaning Palestinian 

companies do not have access to the abundance of minerals that Israel and Jordan extract from 

the Dead Sea. Israel and Jordan combined make $4.2 billion USD annually from their sales of 

potash and bromine.109 There remains a strong global demand for these products. With the 

Dead Sea being an easily exploited resource, there is potential for Palestinian companies to 

make a significant profit if the Israeli restrictions were reduced or lifted. The World Bank has 

estimated that the Palestinian economy could make $918 million USD annually in revenue from 

this mineral exploitation. This would equate to 9% of the 2011 GDP (2011 was chosen as the 

comparison as GDP started to decrease after this point).110 

 The restriction on the freedom of movement and the limited availability of housing 

permits have led to cramped conditions in the West Bank, specifically within the 1% of Area C 

that Palestinians can access. Due to the Palestinian inability to move outwards into more open 

lands, as well as to build new infrastructure within existing communities, the construction 

industry has suffered. If the tight restrictions, specifically on residential and commercial 

buildings, were lifted then the construction industry in the West Bank could increase their profit 

by $239 million USD a year. This equates to 2% of the 2011 GDP.111 The issue of permits not 

                                                
108 Ibid, pg 8.  
109 “West Bank and Gaza: Area C and the Future of the Palestinian Economy.” 2013. The World Bank. 
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only affects housing and the construction of buildings like schools, but also more broadly they 

apply to the construction of new roads, water reservoirs and waste treatment plants, which 

would bring in further revenue for Palestine. 

 Another constraint on Palestinian economic efficiency is the Dual List. This list includes 

household items like fertilizers, metal, steel pipes, telecommunications equipment, and civilian 

machinery. These items are banned by Israel for Palestinian importation as they have the 

potential to be used for more ‘military’ purposes, such as terrorist attacks on Israeli civilians and 

infrastructure. This restriction forces Palestinians to use more costly, outdated and therefore 

less efficient materials. In order to offset these costs some employers have had to reduce 

employee wages, further affecting the economic prospects of Palestine. It is estimated that this 

practice costs 5% of annual Palestinian GDP.112  

 There has also been a de-agriculturalization and de-industrialization process within 

Palestine due to the occupation and the restrictive policies that Israel employs. Since 1967, 

Palestine has lost 60% of their land in the West Bank. Within the land that Israel has annexed 

with the Separation Wall, Israeli settlements, checkpoints and restriction of movement, Palestine 

has lost two-thirds of their agriculture land. During this time, Israel has also been extracting 

Palestine’s underground water sources for use in Israel and the settlements. This practice has 

also greatly affected Palestine’s ability to cultivate their land for agricultural purposes. It is 

estimated that these practices have meant the loss of 110,000 jobs, and annually costs 10% of 

Palestinian GDP.113  
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Table 1: Percentage contribution to GDP in the West Bank by economic activity 
Source: Palestinian Central Bureau of Statistics - Quarterly National Accounts 
 

 
Figure 5: Percentage contribution to GDP in the West Bank by economic activity 

 

 As the above figure and table illustrate, the percentage contribution to GDP by economic 

sector within the West Bank has fluctuated over the 16-year timeline. The three economic 

sectors that have seen an increase in their percentage contribution to GDP are the wholesale 

and retail trade, financial and insurance activities, as well as public administration and defense. 

As noted earlier, wholesale and retail trade has seen an increase in their economic contribution 

as there are limited restrictions on this sector. Between 2000 and 2016, wholesale and retail 

trade saw a growth from 12.6% to 17.9%. Financial and insurance activities, and public 
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administration and defense each saw an increase between 2000 and 2008, but then slightly 

decreased between 2008 and 2016 to a percentage contribution just slightly higher than their 

original 2000 levels. Some sectors like mining, increased in 2008, but then dropped below their 

2000 levels by 2016. Other sectors like agriculture, saw a steady decrease in their percentage 

contribution levels between 2000 and 2016.  

How each economic sector has fared over the 16-year timeline is a consequence of 

Israeli economic restrictions.114 For example, the notable decrease in percentage contribution 

for agriculture could be attributed to the increasingly restrictive policies that Israel has 

implemented, including the allocation of more land in the West Bank as ‘state land’ for Israeli 

use only, as well as restrictions on movement.115 Another example is that real estate activities 

are included as a subcategory of services. Between 2000 and 2016 real estate activities 

dropped from 10.3% to 4.6% contribution to GDP. This decrease significantly impacted the 

decrease in services category. This decrease could be attributed to the increase in Palestinian 

house demolitions, as well as a decrease in Palestinians obtaining building permits from Israeli 

authorities.116 The increase in percentage contributions leading up to 2008 and then the 

subsequent decrease in some economic sectors afterwards can also be traced back to the 

Gaza War which started on December 27th 2008. In the aftermath of the war, Israel imposed 

numerous blockades and closures, including more restrictive economic policies towards 

Palestine.117  
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 Growing unemployment rates in Palestine are also directly related to the economic 

restrictions Israel employs. These restrictions limit Palestinians’ ability to obtain and maintain 

their jobs over extended periods of time due to the lack of job opportunities and administrative 

barriers. In 2017, the working age population (those aged 15 and above) in Palestine grew by 

close to 95,000, while the labour force (those employed or seeking employment) grew by only 

33,000.118 This means that only ⅓ of the working age population joined the labour force. 

Another troubling statistic is that 18.2% of youth who are unemployed in the West Bank have 

been that way for over a year. This number is linked back to conflict conditions, particularly the 

restriction on movement and continued violence.119 What has increased though is the number of 

Palestinians who have taken jobs in Israel or the settlements, due to more accessible work 

permits (only granted after they have met Israeli requirements of being married and have 

children). There was an 11% increase in 2017, bringing the number of workers in Israel to 

131,000. 120 

The above labour force and employment numbers take into account both the situation in 

the West Bank and Gaza. The employment situation in the West Bank is slightly better off than 

Gaza and saw an increase in 6000 jobs between 2016 and 2017 (a growth from 574,000 to 

582,000).121 However, unemployment rates in the West Bank remains a major issue. At the end 
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of 2017, unemployment in the West Bank stood at 18%. When the under 30 age group was 

isolated this number jumped to a staggering 40%.122 

 

 

Table 2: Unemployment Rate Among labour Force Participants of Persons Aged 15 Years and 
Above in Palestine by Sex and Governorate, 2000-2015 
Source: Palestinian Central Bureau of Statistics - Unemployment 
 

 The above table illustrates the rates of unemployment in Palestine over a 15-year 

period, and further breaks it down by governorate. For the purpose of this paper the 

governorates in Gaza will be excluded (North Gaza, Gaza, Dier Al-Balah, Khanyunis and 

Rafah), but it is also important to state that it is within these governorates that have the highest 

unemployment rates in Palestine. Concerning the West Bank though, the unemployment rate in 

2015 was 16.3%. This number was calculated by adding up all of the unemployment rates of the 

governorates in the West Bank and then dividing by 11, being the total number of governorates. 

The 2015 unemployment rate was slightly down from the 2009 unemployment rates, which 
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world-bank-report-standard-of-living-in-the-west-bank-is-dropping-1.5908617  

https://www.haaretz.com/middle-east-news/.premium-world-bank-report-standard-of-living-in-the-west-bank-is-dropping-1.5908617
https://www.haaretz.com/middle-east-news/.premium-world-bank-report-standard-of-living-in-the-west-bank-is-dropping-1.5908617


35 
 

stood at 16.9%. However, both these numbers are up from the 13% unemployment rate in 

2000. Again, the overall growth of unemployment rates since 2000 is an outcome of the 

progressively more restrictive policies Israel has implemented. The slight spike in 2009 can also 

be attributed to the increased blockades Israel employed in the aftermath of the Gaza War that 

also impacted the West Bank. The higher unemployment number also means that these citizens 

are less likely to be contributing back into the economy through their taxes and purchases of 

goods and services as they have less expendable income. This then becomes a cycle. 

Increased Israeli restrictions lead to an increase in unemployment rates which in turn leads to a 

decrease in expendable income for numerous households which ultimately means a decrease 

in Palestinian GDP growth.123  

 As briefly noted above, unemployment amongst youth in the West Bank sits at 18.2%. 

For post-secondary school graduates this number sits at 25.2%. A study done following the 

transition from school to work actually discovered that with each higher level of education a 

person achieved, their rate of unemployment also increased. Graduates who studied teaching 

fared the worst, while those who studied personal services and law saw the lowest rates of 

unemployment after graduation. For female post-secondary graduates their unemployment rate 

was on average double that of their male counterparts. This number was also independent of if 

females had graduated with more traditionally ‘female’ degrees versus the STEM field. Teaching 

has been seen as a more female dominated field, and yet in 2016 men only had a 21.5% 

unemployment rate in comparison to the 55.9% of recent women graduates in this field.124 
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Figure 6: Unemployment rate for graduates who hold an associate diploma certificate or above 
in by specialization and region, 2016 
Source: International Labour Organization 
 

 Access to education within Palestinian is already restricted by issues with freedom of 

movement, building permits and violence related to the conflict. The high unemployment rates 

for recent graduates in the West Bank is not a secret in the region. The poor job opportunities 

caused by Israel's restrictive policies under the occupation is unfortunately leading to a 

decrease in societal support for long-term education. This has led to 28.2% of youth in both the 

West Bank and Gaza to either leave school before completing their basic education, or directly 

afterwards. The continuation of this practice will create a downward economic spiral for both the 

individuals as well as Palestine more broadly, as it causes a devaluation of the importance of 

education. In the short-term context of the conflict, leaving education early in order to find a job, 

even if it is lower-paying, makes economic sense. But if this practice continues it could lead to 

an elimination of higher paying jobs as people are underqualified, limiting individuals’ 
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expendable income and ability to contribute to the economy. This practice could also lead to a 

government shift of focus on economic sectors of lower producing revenue because that is 

where the jobs are, but which in the long term could negatively impact GDP growth as higher 

revenue sectors could dry up without government support.125  

 

Table 3: Total value of imports, exports in goods, net balance and trade transactions volume in 
Palestine  
Source: Palestinian Central Bureau of Statistics - Foreign Trade 
 

 Another repercussion of the current restrictive Israeli policies which has a detrimental 

impact on the economy is the negative trade balance, otherwise referred to as a trade deficit. A 

trade deficit can lead to further economic inefficiencies in Palestine as Palestine is importing 

more than they are exporting, which itself also leads to fewer job opportunities in Palestine. 

Again, note that these numbers take into account both the import and export of goods from the 

West Bank and Gaza as the statistics are consolidated by the Palestinian Central Bureau of 

Statistics. These statistics however still paint a picture of the situation in the West Bank, with an 

increasing trade deficit over the past 17 years. Palestinian exports have more than doubled 
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within the timeframe of the table, but the negative trade balance has also more than doubled. In 

2000 the trade balance was -$1,981,950 USD and in 2017 it stood at -$4,788,966 USD.126 

 It is also important to take into account what Israel has said on the economic situation in 

Palestine. Since the signing of the Oslo Accords, and the transfer of the Palestinian economy 

from Israeli control to that of the PA, Israel has maintained that a major contributing factor of the 

dire economic situation is due to PA corruption. Israel has alleged that millions of dollars of 

international financial aid has been embezzled and mismanaged, rather than being put back into 

services and paying off Palestinian debt. Many Palestinians also hold this negative view of the 

PA.127  

There is truth in Israel’s argument. Palestinian leadership (both political and within 

private sector companies) have contributed to the dire economic situation in Palestine through 

corrupt practices and mismanagement of funds. For example, there is a recent corruption case 

before the Anti-Corruption Court in Palestine in regards to The General Federation of 

Palestinian Trade Unions. Individuals involved with the case have been charged with paying 

individuals without legal jurisdiction, hiding money and providing discounts to certain individuals.  

Multiple currencies were used by the individuals to hide their illegal dealings, but over three 

million Israeli shekels are involved in this corruption case.128 In terms of mismanagement of 

funds, the PA has used funds allocated by the World Bank for the Coastal Water Authority in 

Gaza to build water tanks for their own management use, rather than for people in Gaza.129 It is 

unknown how much corruption, mismanagement and embezzlement has occurred, and 
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therefore the impact this has had on the economic situation in Palestine is also unknown. 

However, Palestinians have ranked PA corruption as the second largest issue they face after 

the economic crisis. This ranks above the occupation, and therefore needs to be taken into 

account when considering future policies on how to deal with the crumbling economic 

situation.130 

International financial support to Palestine 

 Over the past number of years international financial support to the PA has been 

declining and has not been used to its full potential. This is the second contributing factor to the 

poor economic situation in Palestine, and also a contributing factor in the ongoing conflict. In 

2017, budget support from donors to Palestine dropped 10.5% from the previous year. Support 

came in at $720 million in 2017, which is a stark decline from the $2 billion that was donated in 

2008. These significant cuts in foreign aid further decrease the PA’s ability to govern and 

provide necessary services to its citizens as the PA has long been dependent on international 

support.131 

 A more dire situation is painted when one considers that between 2014 and the 

beginning of 2018, international aid to the PA dropped by more than 40%. In 2017, only half of 

the planned (and needed) budget for the Humanitarian Response Fund was provided by donor 

states. Furthermore, UNRWA was short $300 million USD in funding. These decreases in 

international aid have an effect on both the services that these international organizations 

provide to those in Palestine, as well as to the labour market as some of the funding is used to 

create job opportunities in the region.132 Of particular concern with the funding cuts is the 
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humanitarian situation in Gaza and how might the situation deteriorate as incoming aid 

decreases. In the West Bank the concern is that decreased foreign aid could undermine the 

stability that has been created as funding for necessary services will decrease.133 

 Foreign aid is also essential in closing the gap between the budget deficit and the ability 

to provide all the necessary services. The PA has traditionally used the influx of foreign aid to 

reduce the budget deficit, but with decreasing aid packages this has presented a problem on 

how to keep the economy afloat. Government spending has contributed to economic growth in 

Palestine, but that alone is unable to sustain the economy. The below figure illustrates that the 

PA was only able to balance the budget, with the help of aid, in three years of the illustrated 

decade timeframe.134  

 

Figure 7: Palestinian Authority budget deficit  
Source: Sarsour and Dombrecht 2016 
 

 While the decreases in aid is concerning in the short term, Palestine has received an 

estimated $27 billion USD since the onset of Oslo. This aid package was created to build the 

economy and create a democratic state. And yet in the long run, the Palestinian economy is still 
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as fragmented as pre-Oslo, if not worse off. Even before international aid started decreasing 

there was limited success of the aid actually contributing to the original defined goals for 

Palestinian economic success.135 

 One problem is that aid designated for civil society organizations have been very 

selective. In the case of organizations that help women, the majority of the aid has gone to a 

few NGOs rather than the ones who need it the most. Within the international aid process civil 

society organizations have become both more professionalized and more politicized. This has 

led to organizations becoming more focused on meeting the requirements of Western aid 

donors rather than the people within the region who need the services they offer. On the ground 

in Palestine this practice has led to more inequality rather than less. Due to the fact that donors 

have the power to decide where their aid is used there has been a trend of excluding Islamist 

organizations or those that have ties to possible Hamas affiliated or Islamist organizations. The 

exclusion of Islamist organizations from receiving donor aid is particularly detrimental to the 

situation as they are active organizations that serve a large portion of the population. This 

ultimately means that donor aid is influenced by the notion that they must support how Israel 

positions their security concerns rather than real progress for Palestine.136 

 Another issue with foreign aid has been the decline of focus on development policies in 

Palestine. In the years immediately following Oslo there was a focus on the belief that economic 

development could lead to conditions of peace, hence a prioritization on development. However, 

following the Intifada in the early 2000s there has been an international shift to aid now flowing 

to institution building and good governance practices. The below table illustrates that prior to the 

Second Intifada (starting in September 2000) development held 88.1% share of donor support, 
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but in the years succeeding it, support for development dropped to only 28.4% of donor 

support.137  

 

Table 4: Donor support to the PA by major category (USD/millions) 
Source: Taghdisi Rad 2015  
 

 

 

Table 5: Comparing aid allocation pre and post-Intifada in Palestine 
Source: Taghdisi Rad 2015   
 

 The above table denotes the changing trends in international financial support for 

Palestine. While total financial support was still increasing in the years after the Second Intifada, 

there was a significant shift in where the money was going to. The yellow highlighted sections 
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illustrate economic sectors which saw a decrease in actual percentage disbursed financial 

support, in comparison to what was committed, after the Intifada. Employment generation saw 

the biggest hit, declining from 480% disbursed pre-2000 to only 40% disbursed post-2000. 

Support for energy, education, health, sanitation and UNRWA also decreased. All of these are 

considered developmental sectors of the economy. What is interesting is that total percentage 

disbursed for human rights / civil society / democracy also decreased, but when the actual 

monetary disbursed total in USD is taken into account, support doubled for this sector. The table 

also illustrates that there was an increase in percentage disbursed for both budget support and 

institution building. These sectors also saw major increases in total USD disbursed. Budget 

support for example jumped from $4,381,211 to $1,458,610,006.  

This shift away from developmental sectors has provided some Palestinian families with 

support, though not those who are most in need. It has also prevented the total collapse of the 

Palestinian economy. However, the focus of international financial aid on institution building 

does not address the real issue. Donors have fixated on weak-institutions in Palestine, yet the 

main obstacle for progress has remained the occupation’s policies, specifically the economic 

ones previously discussed, which donors have refused to address and have actually brushed 

aside by focusing on institution building instead.138 This failure of donors to incorporate such a 

vital consideration into their programs and projects has meant a failure to address the actual 

needs of the Palestinian economy and the origins of its weaknesses. In turn, it has created an 

environment where the Palestinian economy has become dependent on foreign aid and has 

actually made the Israeli occupation less costly and will allow Israel to sustain its practices in the 

long-term. The occupation has become less costly for Israel as international aid is being used to 

fund projects and services in the Palestinian Territories rather than Israel having to use their 

own resources. This makes the situation more sustainable as it is less of a financial burden on 
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Israel and yet they still hold the balance of power as the occupying power in control of most of 

the region.139 

Israeli security concerns 

 Israel’s preoccupation with security as a means of peace pre-dates the Oslo peace 

processes but many of their security concerns were verbalized during this process and have 

since dictated the occupation’s policies. The first major security concern that Israel faced, and to 

some degree still faces today, is that there were actors in the region, both terrorist organizations 

and states, which believed Israel did not have the right to exist. A related early security concern 

was the question on if Palestinians had the right of return to the pre-1967 territory of Israel.140 

The third security concern involved the transfer of land within the West Bank and Gaza back to 

the authority of the Palestinians. The common denominator between these three security 

concerns is that there remains a fear that if Israel pulls out their administrative and military 

presence in the Occupied Territories, it would lead to attacks from Palestinian extremists who 

would now be in closer proximity to Israel and Israeli society.141 

 Today, Iran still implements a policy of encouraging ordinary Palestinians, and those 

affiliated with organizations like Hamas and Hezbollah, to use attacks against Israel as a 

strategic policy to push the conflict forward.142 813 Israeli citizens have been killed in the 17 

years since the beginning of the Second Intifada. This number includes 135 minors and 522 

casualties within Israel-proper (excluding the Occupied Territories). These casualties were the 

result of suicide bombings, shootings, stabbings, rocks being thrown at cars and the firing of 

mortar shells and rockets from within Gaza.143 These incidents have been decreasing since the 
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end of 2008, as the below table demonstrates. In the first eight years, 731 Israeli civilians were 

killed by Palestinians in the Occupied Territories and Israel, compared to only 89 Israeli civilian 

deaths in the latter eight years. The number of Israeli security forces personnel killed also 

decreased from 332 casualties to 95. The table also illustrates that overall casualties caused by 

the conflict started decreasing after 2008 as the number of Palestinian casualties also 

decreased.144  

 

Table 6: Fatalities in the conflict between 2000-2018 
Source: B’Tselem statistics on fatalities  
 

 However, since September 2015 there has again been an increase in violence towards 

Israel. Israel’s Ministry of Foreign Affairs have stated that Islamic and other terrorist factions 

have called upon the Palestinians, particularly youth, to murder Jews. In this 41-month period 

Israel has reported 77 deaths and 1195 wounded Israelis. This equates to 223 shootings, 203 

stabbings, 73 vehicular attacks and 1 vehicle bombing. There has also been an increase in 

arson terror, whereby incendiary material such as kites or helium balloons are sent over the 

border aflame to Israel. This has led to both economic and environmental security concerns. 

More than 2,600 hectares of land primarily used for agriculture has been damaged and could be 

inaccessible for farming for years. So far this has cost farmers around two million USD. The 

ecosystem of this affected area, the Western Negev, has also been damaged. The 
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environmental security concerns are related to soil erosion and loss of habitat, leading to a 

decades long process of recovery and a possibility of limited resources in the region.145  

The Israel Defense Forces (IDF) currently lists the Gaza strip, and the subsequent 

Hamas and Palestinian Islamic Jihad activities, and the renewal of Palestinian violence in Judea 

and Samaria (what Israel calls the West Bank) as two of the five major threats that Israel is 

currently facing.146 In order for the IDF to better respond to ongoing threats, IDF Chief of 

General Staff Lt. Gen. Gadi Eizenkot published the “Israel Defense Forces Strategy Document” 

in 2015. This publication was the first time the IDF has made public the policies that guide their 

inner workings.147 

 The IDF Strategy Document outlines the priorities of the IDF and how they deal with 

threats to the security of Israel. Emphasis is placed on; preventing the enemy from gaining any 

territory, stopping terror attacks on the borders before they occur, defense against rockets, 

mortars and other high trajectory weapons, defending the air, sea and cyberspace, and stopping 

any major attacks from occurring. Attention is also paid to building up capacity to defend against 

actors without common borders. These entities would include both cyber-space but also those 

affiliated with Hamas, Hezbollah and other jihadist organizations within the region.148 

 One aspect emphasized in this strategy was deterrence. For the sake of this paper 

deterrence has been subdivided by different types (i.e. economic, military etc.…) but in every 

case deterrence is defined as an act/policy done by Israel to discourage (i.e. deter, which is 

used synonymously with prevent) Palestinian violence by way of creating harmful repercussions 
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for their acts or by making violent acts more difficult to perpetrate. The most aggressive form of 

deterrence is if Israel is physically attacked, they will attack back causing more death and 

destruction than what was inflicted on them so that a subsequent attack by the same 

perpetrators does not occur. This will be defined as military deterrence. In order for this to be an 

effective policy Israel has to clearly indicate what lines cannot be crossed, their capability to 

cause more pain than what would be caused to them, and their credibility about retaliation. 

Israeli officials repeat in both Hebrew and Arabic what lines cannot be crossed so enemy actors 

know when there would be consequences to their actions. Military deterrence is also unique to 

the enemy, their goals and what they will believe is too high of a cost. For example, after two 

Palestinians opened fire in a Tel Aviv shopping mall as a lone-wolf attack Israel demolished 

their homes and took punitive steps against their families and communities as retaliation.149  

 A different form of deterrence that Israel has employed is that of economic restrictions or 

economic control over Palestinians. This will be defined as economic deterrence, as Israel is 

using economic repercussions as a means to deter Palestinian violence. Israel currently 

controls the administration of work permits to those Palestinians wishing to work in Israel, or 

even more broadly, for the operating of mines or building permits in the West Bank. The 

mentality goes that having this control over Palestinians will entice them to behave so that they 

continue to have access to these economic opportunities. In this case Palestinians are 

theoretically weighing the cost of economic opportunities against violence against Israel. 

Palestinians are deterred from committing violent acts against Israel if they wish to maintain or 

obtain work or building permits. 

 Another form of economic deterrence is the use of the Dual List. As mentioned earlier in 

this paper, this list can make it more difficult and/or more expensive for Palestinians and 

Palestinian companies to import items into Palestine. Items are placed on this list for their ability 
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to be used, alongside their conventional civilian intentions, to develop, produce, install or 

enhance military or terrorist activities. Israel includes every item on the 240-page Wassenaar 

Arrangement as part of the Dual List.150 In addition to this extensive list Israel also controls the 

importation into Palestine of a variety of chemicals which could be used in the creation of 

explosives, metal profiles such as ball bearings and composite materials like hunting knives to 

name a few. The reason the Dual List is enforced is due to the fact that a majority of the 

Palestinian attacks against Israel are low-tech attacks that use items on the list. The Dual List is 

a form of economic deterrence as it deters violence by making it harder to obtain such materials 

that could be used for attacks to be planned and perpetrated.151 

However, economic deterrence will only work in the short term, as the following example 

will illustrate. Immediately after the outbreak of the Second Intifada the number of work permits 

in Israel drastically decreased. This was Israel’s retaliation for the violent attacks against them, 

eliminating economic opportunity for Palestinians. Economic deterrence in this case did not 

have the same intended effects of stopping further violence from occurring as the Intifada was 

not an isolated incident but rather an event that took place over a number of years. Due to the 

fact that the Intifada lasted for years and the number of work permits for within Israel remained 

low, economic deterrence as a security measure was not fully effective. As Palestinian 

economic prospects remained low during the Intifada, in some cases the motivation to become 

involved with the violence increased as a cost-benefit analysis of the situation revealed that they 
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had little to lose economically by becoming involved with the violence as they were already 

under or unemployed.152  

 Another major form of deterrence that Israel uses is that of restricting movement within 

the West Bank, and between the Occupied Territories and Israel. This will be defined as mobility 

deterrence, as Israel is using the physical presence of a barrier and military checkpoints to deter 

from Palestinian violence within Israel. The most obvious form of restricting movement is the 

Separation Barrier. The structure was built during the Second Intifada when there were major 

terrorist attacks against Israeli public places. During the Second Intifada, which lasted three 

years, there were over 70 suicide bombing attacks that took the lives of over 300 Israeli citizens. 

The majority of these attacks were perpetrated by Palestinians coming from the West Bank. 

These attacks gave rise for the need to build the Separation Barrier and to create restrictions of 

movement within the Occupied Territories to make terrorist attacks harder to be perpetrated. 

The Barrier and checkpoints helped deter attacks against Israel as it made the perpetration of 

violent attacks more difficult as it became harder to reach Israeli territory. In the three years 

immediately following the Second Intifada, once a large portion of the Separation Barrier had 

been completed, there were only 12 suicide bombings against Israel.153  

 Under the Oslo Accords Article 36 B.3 it stated that the “Palestinian side has the right to 

establish its own telecommunications policies, systems and infrastructure.154 Despite this article, 

it has not been until recently that Israel has allowed Palestine to implement 3G networks across 

the West Bank. This is due to the security concerns that a growing telecommunications sector 

                                                
152 Miarrai, Sami, Zussman, Asaf and Noam Zussman. 2014. “Employment restrictions and political 
violence in the Israeli-Palestinian conflict.” Journal of Economic Behaviour and Organization 101 
(complete): 24-44. Pg 40.  
153 Bybelezer, Charles and Terrance Mintnzer. 17 December 2018. “Israel’s border walls: a case study for 
Trump’s mantra.” The Jerusalem Post. Accessed 02/23/19. https://www.jpost.com/Arab-Israeli-
Conflict/Israels-border-walls-A-case-study-For-Trumps-mantra-574517  
154 “The Israeli-Palestinian Interim Agreement- Annex III.” 28 September 1995. Ministry of Foreign Affairs 
- Israel. Accessed 02/27/19. https://mfa.gov.il/mfa/foreignpolicy/peace/guide/pages/the%20israeli-
palestinian%20interim%20agreement%20-%20annex%20iii.aspx#app-36  

https://www.jpost.com/Arab-Israeli-Conflict/Israels-border-walls-A-case-study-For-Trumps-mantra-574517
https://www.jpost.com/Arab-Israeli-Conflict/Israels-border-walls-A-case-study-For-Trumps-mantra-574517
https://mfa.gov.il/mfa/foreignpolicy/peace/guide/pages/the%20israeli-palestinian%20interim%20agreement%20-%20annex%20iii.aspx#app-36
https://mfa.gov.il/mfa/foreignpolicy/peace/guide/pages/the%20israeli-palestinian%20interim%20agreement%20-%20annex%20iii.aspx#app-36


50 
 

entail. Israel used restricting access to more advanced levels of telecommunications as a form 

of deterrence from attacks against Israel. This will be defined as infrastructure deterrence, as 

the restriction of such infrastructure helped Israel deter from Palestinian attacks.  

One concern with telecommunications infrastructure has become cyber warfare. The 

progress that has been made in the IT sector has led to a twinning of military computer 

infrastructure with their civilian counterparts. Computers have therefore become both a weak 

point but also a means to wage war against an opponent. The IDF has become more dependent 

on computers for the deployment of their land, sea and air operations. During Operation 

Protective Edge in Gaza in 2014 Israel had to also defend itself from cyber-attacks perpetrated 

by Hamas and Hezbollah. It is therefore imperative to protect these systems as they play a vital 

role in the overall security of Israel. Enhanced data networks, including faster connections, 

mean easier access for Palestinian affiliated terrorists to wage cyber warfare on the Israeli state. 

A more basic concern with more efficient telecommunications infrastructure is the enhanced 

ability of people to communicate with each other. Including those with untoward intentions 

towards Israel.155 The above noted instances are reasons for why Israel has restricted 

Palestinian access to telecommunications infrastructure as they are trying to deter cyber-attacks 

from occurring and discourage people from using the infrastructure to perpetrate attacks.  

As this section illustrates, Israel has faced, and continues to face, numerous security 

concerns from cyber warfare to low technology attacks like stabbings. This environment has led 

Israel to implement different security policies to try to deter Palestinian extremists from attacking 

Israel. These policies can be broadly defined as deterrence. Each type of deterrence discussed 

in this section (military, economic, mobility and infrastructure) impose different restrictions, with 

the ultimate goal of creating unfavorable conditions and/or repercussions which will discourage 

attacks against the state.  
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Conditions for peace? 

 A common question in the Israeli-Palestinian conflict is: is there a middle ground that 

both sides can agree to that would help in resolving the current situation? As Israeli Finance 

Minister Moshe Kahlon has stated, the key to peace is economic prosperity in the West Bank. 

Some on the right have used this argument towards their goal of substituting a two-state 

solution for an Israeli state governing over an economically independent Palestinian territory. 

However, there is truth in the statement that economic prosperity in the West Bank could help 

foster peace. This is due to the fact that if Palestinians have access to the same services and a 

closer standard of living to Israelis, they are less likely to violently oppose occupation policies, 

helping to foster peace on a people-to-people level. This is an important first step in building 

trust between the two sides so that political peace is achievable and sustainable. Shimon Peres, 

former Prime Minister of Israel, argued in the 1990s that Palestinians would be less likely to fight 

Israelis if they had more to lose. Living in poverty, with limited access to resources and services, 

gives Palestinians little motivation not to lash out at Israel, in this case in the form of violence. 

Kahlon has meet with numerous PA officials in the hopes of creating a joint plan that would 

involve a joint industrial zone, free movement and the ability of the PA to collect their own taxes. 

These initiatives are building blocks in fostering peace through Palestinian economic 

independence.156 

 This is not a new policy idea. After the 1967 War there was a movement by Moshe 

Dayan, then the Defence Minister of Israel, for economic integration. The premise of the policy 

was that Israel as an occupying power should take responsibility for Palestinian economic 

welfare by allowing those in the Territories to work within the borders of Israel. The argument 

went that higher incomes, and therefore lower unemployment in the Occupied Territories, would 
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lead to less resistance against the occupation. This in turn would mean that Palestinians would 

be more invested in Israel, and less likely to get involved, violently or otherwise, in the conflict. 

This economic policy was proposed by Dayan, because at its heart economic prosperity is 

linked to security.157  

 Using Kahlon’s current plan as a model, this chapter will delve deeper into possible ways 

that the two sides could foster peace. But first it is important to understand what peacebuilding 

is and its role in progressing towards stability in the region. Peacebuilding is a long process that 

starts before a formal peace agreement is initiated and can end long after it has been signed.158 

It attempts to alter perceptions of the conflict on a grassroots and community level in order to 

change the warlike tendencies of those involved. This fundamental change is important as it 

hopes to create systematic change in order to prevent future conflict from occurring.159 Efforts in 

the late 1990s and early 2000s have revealed that for peacebuilding to be successful in the 

region there needs to be equality between Israeli and Palestinian participation. When the Israeli 

side was seen as more dominant it limited the success of the initiatives160.  

 At the UNSC 8375th meeting (October 2018) on “The situation in the Middle East, 

including the Palestinian question” the representative from Uruguay brought up a valid point. Mr. 

Bermúdez Álvarez stated that “we must work to develop the economic potential of the region 

and solid avenues of cooperation.161” This emphasizes the point that economic development, 

communication and equal cooperation are the keys to creating stability in the region by fostering 
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peace between the peoples. Currently there is a lacking in all three, but particularly in 

communication and equal cooperation following the American move to recognize Jerusalem as 

the Israeli capital. Palestinian President Abbas has refused to work in an American led peace 

process, asking for a multilateral process, while Israel refuses to consider anything but an 

American led process.162  

Over the following pages, economic development, communication and equal 

cooperation initiatives in relation to fostering peace in the conflict will be discussed. While the 

first example, industrial zones, explicitly deals with Palestinian economic development, open 

communication and equal cooperation initiatives also play implicit roles in the economic 

narrative that has been discussed throughout the course of this paper.  Without open 

communication and equal cooperation between the two sides it will be impossible to create 

policies towards Palestinian economic development as there will be no incentive to change the 

status quo. This is why this section discusses all three types of initiatives (and their more 

specific examples) as necessary policy recommendations in order to create conditions for peace 

in the region.  

 One policy example that would aid in Palestinian economic development is the creation 

of designated industrial zones. This allows for increased Palestinian economic prosperity within 

the realms of the current status on negotiating a final peace agreement. Israel has slowly been 

granting Palestine limited access to further economic development by means of designated 

industrial zones. The most recent announcements have been on the Tarqoumia industrial 

                                                
162 Rasgon, Adam. 19 February 2018. “In Ramallah, Israeli Finance Minister urges Palestinians to return 
to US-led peace talks.” The Jerusalem Post. Accessed 03/04/19. https://www.jpost.com/Arab-Israeli-
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park.163 Once completed, Tarqoumia, will be the fifth industrial zone, after Jericho, Bethlehem, 

Gaza and Jenin (all of which are in Area A of Palestine – under full control of the PA).164  

 The industrial and agricultural zone of Jericho has become a pillar of Palestinian food 

security. This project of creating sustainability in the West Bank has been backed by the Japan 

International Cooperation Agency (Jica). Early estimates indicated in 2009 that the park could 

generate some $41 million USD annually, as well as provide jobs to 3,700 individuals. In order 

to facilitate this job creation, Jica supplied 2,600 solar panels to power the industrial zone so 

that the small and medium enterprises could function. For example, these companies produce 

dairy products, packaged dates and vegetables and work with plastics.165 In early 2018, Japan 

indicated that they wanted to expand the scope of the industrial zone in Jericho. At that time the 

industrial zone already housed nine factories. Japan was looking to add 32 more, employing a 

further 5,000 Palestinians. This expansion was supported by the Israeli Minister of Economy, Eli 

Cohen, who stated that the “development of the industrial zone is in the interest of all parties.166”  

Currently, all the industrial zones are housed in Area A of Palestine. Under the 1993 

Oslo Accords Area A is completely controlled, both military and civilian affairs, by the PA. Area 

C on the other hands remains under the complete control of Israel, even though under the terms 

of the Oslo Accords they were to have gradually handed over civilian and military responsibility 

to the Palestinians.167 In fact, Palestine currently only has access to less than 1% of the land of 

                                                
163 “Economic monitoring report to the Ad Hoc Liaison Committee.” 18 September 2017. The World Bank. 
Accessed 03/17/19. Pg 26. http://documents.worldbank.org/curated/en/326211522099010647/pdf/AHLC-
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164 “Invest in Palestine: A manual regarding PIPA incentives.” 2016. DEIK Turkey - Palestine Business 
Council. Accessed 03/17/19. Pg 4. 
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Area C, which makes up 60% of the West Bank.  The creation of industrial zones in Area C is 

the next logical step in the process of diversifying the Palestinian economy. Area C is open 

territory in comparison to Areas A and B which are overcrowded, making it ideal to create 

industrial or agricultural zones. There are a variety of ways that these industrial zones could be 

implemented. The expansion of industrial zones into Area C could border neighbouring 

Palestinian cities in Areas A and B to lower the security risks for Israeli settlers in Area C. A 

more equal cooperation policy option could be that these industrial zones in Area C are the joint 

venture that Minister Kahlon has envisioned for the region.168 The point being, they are a 

feasible middle ground as they allow for Palestinian economic development while Israel does 

not have to cede complete control over the area.  

In moving forward, a good policy towards finding a middle ground and creating 

conditions for peace would be to utilize the civil society organizations on the ground to open 

lines of communication. Civil society organizations can help to facilitate communication between 

Israel and Palestine by assisting in re-establishing links between the two communities. This 

helps in breaking down the ingrained prejudices prevailing in society and opens a dialogue for 

peace on a people-to-people level.169 Civil society organizations can therefore be useful in 

capacity-building and helping in creating the building blocks for peace by creating lines of 

communication and understanding between the two sides.170 Capacity-building can lead to the 

empowerment of the marginalized group, in this case the Palestinians. This is due to the fact 

capacity-building works to reduce economic and social inequalities, in hopes of alleviating 

                                                
168 Ackerman, Gwen. 22 August 2018. “Israeli Finance Minister sees West Bank economy as key to 
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170 Ibid, Pg 262.  
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discriminations. It creates the groundwork for a less asymmetric situation and possible equal 

cooperation.171 

 In theory, utilizing civil society organizations would be a feasible way to create both lines 

of communication and more equal cooperation in the peace process. It starts a grassroots 

change that works its way up to the political level as societal views shifts. One major issue with 

this possible course of action is that societal change is slow to take hold, but that does not mean 

that this should not be pursued. For this initiative to create progress, there also needs to be the 

involvement of many organizations working within their own niches of society. That being said, 

grassroots movements to create better communication and understanding between the two 

sides is already occurring in the region.   

Roots is a local Palestinian-Israeli committee of activists that operate under Bet 

HaTeatron, an Israeli not-for-profit. It started in January 2014 as a simple meeting between local 

Palestinian and Israeli families in the Gush Etzion region. The organization believes that direct 

connections with the other community will break down ingrained stereotypes, mostly 

surrounding violence from the other side, and replace the isolation and misunderstanding with 

understanding, humanity and trust. All of which is necessary to build political peace.172  

In order to facilitate the breaking down of such stereotypes, Roots offers a number of 

local initiatives. There are partnership lectures, which discuss (in Hebrew and Arabic) all points 

of the others’ society in order to raise awareness of what life is actually like for the other side. 

There are youth groups for high school students, as well as a week long summer camp. Both of 

which provide a fun environment for children to learn more about the others’ culture and instill 

humanity for the other into their narratives of their shared history of growing up within the 

conflict zone. In times of increased tensions there is also a ‘points of calm’ program, which 

works to reduce the chance of violent escalations between neighbors. A groundbreaking 
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initiative has been the ‘pre-army academies’ program. Over 3,000 Israeli youth on the cusp of 

their mandatory military time have taken part in the program. It exposes them to the realities of 

Palestinians in the West Bank, as well as Israeli settlers, so they have a better understanding of 

the people and situations they will come across during their military service.173 What Roots is 

doing is simply one example of how local grassroots organizations can create the societal 

change necessary to create peace in the region. Other regional actors with similar missions and 

initiatives include Bat Shalom and Ta’ayush.  

An example of an initiative that creates more equal cooperation between the two sides is 

the utilization of Track Two diplomacy. Track Two diplomacy remains ambiguous in its 

definition, making it flexible to the needs of each situation. However, the definition first given by 

Joseph Montville is best suited to describe the Israeli-Palestinian situation: 

Unofficial, informal interaction between members of adversarial groups or nations with 
the goals of developing strategies, influencing public opinion, and organizing human and 
material resources in ways that might help resolve the conflict.174 
 

Track Two diplomacy is a necessary component for equal cooperation and building peace as it 

is able to deal with parts of the conflict resolution that cannot be negotiated. This includes things 

such as people’s cultural or societal identify, their recognition and personal safety. All of which 

are important factors in this conflict. Addressing these values are integral in re-assuring those 

directly impacted by the conflict that their basic human needs are also being addressed. Track 

Two is then the stepping stones from which official political negotiations can be based off of. 

The dialogues, meetings and workshops that are carried out under Track Two diplomacy 

between members from both sides of the conflict are necessary in order to gain public support 

for the peaceful resolution of the conflict.175 
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 The Israeli-Palestinian conflict is asymmetrical in nature due to the significant strength of 

the Israeli military and economy in comparison to their Palestinian counterparts. Such a 

scenario lends itself to Track Two as it is a venue where both sides can discuss their 

disagreements and look to find potential solutions, all while considering the differences in 

strength from each side, how that is perceived, and its impact on the conflict.176 Track Two was 

first used in the Israeli-Palestinian conflict in the early 1970s when Herbert Kelman first started 

the Israeli–Palestinian Interactive Conflict Resolution Workshops. Kelman’s work on the conflict 

has resulted in numerous revelations, including the impact of existential identity and that the 

threat to national identity remains at the heart of the conflict for both sides. These were 

important revelations in understanding how each side was coming to the table during Track Two 

meetings, but also in formal peace negotiations. The significance of Trace Two is that each side 

is coming to the table more as equals, in comparison to formal talks. This means there is a 

change in perception on their ‘all-or-nothing’ view of the conflict as there is a better recognition 

of the other sides’ narrative.177  

 To date, the most significant and successful Track Two diplomacy in the conflict has 

been the Oslo Talks that preceded the official 1993 Oslo Peace Accord. The entire process 

began with unofficial talks between Palestinians affiliated with the PLO and Israeli academics 

and culminated with the signing of the official Accord in Washington, DC.178 The talks began in 

January 1993, under the guise of an academic conference in Oslo, and discussed topics like the 

living conditions within the West Bank for Palestinians.179 As part of this Track Two dialogue, a 

draft of the Declaration of Principles was written. Within this six-page document it contained 

articles that dealt with the development of the Palestinian economy, regional development and 
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59 
 

the status of Jerusalem. Much of what was drafted was either in the final version of the official 

Accord, or served as the basis for one of those articles. This achievement emphasizes the 

importance of Track Two diplomacy in creating equal cooperation between the two sides. It was 

co-drafted between the two sides and allowed for progressive articles, like Israel agreeing to 

negotiate the status of Jerusalem, due to the open forum in which these issues could be 

discussed.180 

 While the Oslo Peace Accord ultimately failed in its objective of creating peace and 

stability in the region through the roll out of a successful two-state solution, the preceding Track 

Two diplomacy illustrates the benefits of more equal cooperation in reaching a peaceful 

solution.  Moving forward, it is necessary to continue to engage in Track Two diplomacy to 

enhance more equal cooperation between the two sides. In particular, NGOs in the region or 

who work on this issue, should be better utilized as non official actors in the peace process as 

they promote a willingness to negotiate from both sides. Their status allows them to better 

address the more contentious issues of the conflict, in part because they lack the political and 

material leverage, and are generally seen to be more neutral parties, allowing for open 

discussion without third party bias or influence. For this reason, NGOs are better able to find a 

middle ground (a more equal compromise with equal cooperation to get there).181 

Conclusion 

 With the current state of affairs in the region there is little hope of the two sides coming 

together to sign a formal peace agreement to the conflict. The continued presence of Israeli 

economic and social restrictions, in conjunction with diminishing international financial support, 

have not only caused Palestinian economic disparity but have also contributed to the conflict. In 

many cases the implementation of these restrictions is justified by valid Israeli security 
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concerns. The opportunity for the Palestinian economy to authentically grow needs to be 

balanced with ensuring the continued security of the State of Israel. This will remain a 

complicated situation. However, there are moderate policies that Israel and Palestine can 

support or implement to help alleviate tensions in the region, creating conditions for peace and a 

future peace agreement. These policies include: Israel slightly opening up Palestinian access to 

Area C in order to create industrial zones and more economic opportunities, which could also be 

a joint venture with Israel; the utilization of civil society organizations in opening up the lines of 

communication between the two sides which will create a better understanding of the other 

sides’ narrative, reducing the likelihood of violence; and continuing to support Track Two 

diplomacy in order to create equal cooperation and an environment where the contentious 

issues of the conflict can be discussed openly.  
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