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Foreword
This paper was prepared in May 2008 to support PIC-Palestine 2008.
It provides an overview of the economy in Gaza, the key sectors with
opportunities for investment, analysis of the current situation and
recommendations of actions to revive and develop Gaza’s economy in
the future. It is intended to inform potential investors and other interested
parties.
The paper is presented in two parts. The first section is on the economy and
investment opportunities. The second section provides analysis on the business
environment and makes recommendations for the future development.
The paper was prepared by the Gaza Private Sector Committee and in
cooperation with all relevant parties including a team of economic experts.
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Abstract
Throughout history, the Gaza Strip has had periods of economic boom
and business success. It has also demonstrated a remarkable potential to
adapt to adverse conditions during cycles of political conflict. This paper
emphasizes a realistic approach to the current economic conditions in the
Gaza Strip. In addition it outlines relevant policy and political factors. It
also attempts to introduce practical and feasible ways to salvage whatever
is possible and to build on the existing potential.
While the private sector in the Gaza Strip is in full support of the Palestine
Investment Conference, and it attempts to find realistic and feasible ways to
encourage investment and promote development in this region, it cannot
ignore the severe crippling effect of the current economic embargo and the
consequences from the tight siege of the Gaza Strip. The Gazan private
sector attempts to approach this matter in as positive, and as realistic a
manner as possible given the prevailing conditions.
The Gaza Strip has a skilled and highly motivated labour force and offers
opportunities in several sectors. These include agriculture, trade, light
industry, information technology, construction and real estate development,
subcontracting and consulting services, and more. The time frame within
which success from each sector can be realised varies depending on its
sensitivity to the prevailing circumstances and political developments.
These can advance, or inhibit, chances of success.
When looking at Gaza Strip we can either consider it as a gold mine
waiting to be tapped, or as neglected as an ongoing core of sorrow and
negative influences. It must be developed to return to what it used to be
throughout years past; a flourishing region which positively contributes to
the world.
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Current Situation Is Bleak –
Much Potential Ahead
Over the past few years the private sector have experenced continually
rising costs for storing and shipping containers from Israeli ports to the
Gaza Strip. They have also suffered from the lost opportunity to export
finished goods from Gaza. As of May 2008, hundreds of containers were
stuck at Israeli ports accumulating storage costs. Hundreds more remain
in Gaza, unable to be expande due to Israeli military restrictions on Gaza’s
crossing points.
Currently, the private sector is unable to canduct business due to the strict
impediments to imports and exports in and out of the Gaza Strip. This
is quickly leading to severe unemployment among the private sector’s
workforce (in excess of 80,000 workers laid off in 2007) and is also
threatening the over all viability of the private sector. Palestinian skilled
labour is growing more obsolete, machinery is not properly maintained and
has no prospects of repair due to the absence of adequate spare parts.
Lack of clarity on the political horizon inhibits confidence in the economic
potential of the Gaza Strip. But beyond this reality lies a great potential
that is, unfortunately, almost entirely overshadowed by current temporary
instability.
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Gaza At A Glance
The years 2000 and 2006 were selected to illustrate the actual business
and economic performance of the major sectors in the Gaza Strip during
a period of relatively unobstructed activity (the year 2000) and a period
of a highly restricted environment brought along by political conflict (the
year 2006).
The Gaza Strip is a small strip of land on the Mediterranean Sea bordering
Egypt and Israel. It has a surface area of 360 km2 and a population of
1,416,539. It is considered to be one of the most densely populated areas
in the world with 3,935 people per square kilometre.
The charts below show the Gaza Strip’s GDP distribution among the
different sectors for the years 2000 and 2006. Although Gaza’s GDP
has declined between the two periods, it is clear that the private sector
has maintained its position as the driver for economic development.
Furthermore, Gaza’s GDP share in the national GDP has increased
between 2000 and 2006 despite the drop in the national GDP in this
period. These results for the performance of the Gaza’s economy indicate
the following:
• There is great potential for economic and business development in
the Gaza Strip.
• Gaza’s private sector has great resistance to failure.
• It is also adaptable to changing circumstances.
• Gaza’s private sector is a major contributor to economic growth.
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Private Sector Indicators
2000
Gross Domestic Product GDP
(Constant Prices, 1997) USD million
Agriculture and Fishing
Mining and Manufacturing
Construction
Whole Sale and Retail Trade
Transport, Storage and Communication
Financial Intermediation
Other Services
Public Administration and Defence
Households with Employed Persons
Other (public owned enterprises, taxes)1

Percent

1,3282

Percent
2006
Contribution
1,244.13

113.1
164.4
85.9
128.4
36.0
45.1
372.9
239.0
2.0
73.6

8.52
12.38
6.47
9.67
2.71
3.40
28.08
18.00
0.15
5.54

6.69
8.75
1.86
10.07
5.24
3.39
32.45
18.64
0.16
12.75

Gaza GDP Share in National GDP
Per Capita GDP (Constant Prices, 1997)
Labour Force (thousands)4
Unemployment (thousands)5
Wages
Employment Distribution
Private Sector
Public Sector
Israel, Industrial Zones and Settlements
Fixed line and mobile phone subscribers (per 1,000 people 6
Internet users (per 1,000 people) West Bank & Gaza7

83.2
108.8
23.2
125.3
65.2
42.2
403.7
231.9
2.0
158.6
2006
28.7%
1,166.9
214
40
15.86$

2006
29.20%
861.68
267
93
16.23$

55.8%
31.3%
12.9%

58.4%
41.6%
0.0%

33.73
11.8

271 (2005)
45.6
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Agriculture
Major Highlights
• Total revenue generated in 2005 is estimated at about USD 154.5
million.
• Total cultivated area in Gaza is about 70,000 donums planted with
citrus, vegetables, olives, cash crops (strawberries, cherry tomatoes,
bell pepper, flowers) and other.8
• Gaza produces about 280,000-300,000 tones of agricultural products,
a third of which is exported when crossing points are operating
relatively normally.9
• Gaza’s agricultural sector contributes 6.69%10 to its GDP with a total
value of USD 83.2 million.
• Gaza has a long history and experience in growing cash crops for
export to Europe.
• Gaza’s agricultural sector is one of the largest employers among all
sectors with employment contribution of about 13.1%.

Investment Opportunities
• As a result of the Israeli withdrawal from Gaza, a large area of
agricultural land that used to be occupied by settlements is now
available for planting. Total land available is about 28 km2.
• There is a great deal of experience in salt-water fish farms and
potential for investment in this area.
• Infrastructure for the handling of cash crops is required, such as
cold chain facilities, packing and packaging houses.
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Construction
Major Highlights
• Total Market Value is about USD 370 million, more than 90% of
which are donor financed projects.
• The construction sector contribution to the Gaza GDP in 2006 is
estimated at 1.86% with a value of USD 23.2 million.
• The construction sector employs 4.3% of the labour force in Gaza,
most of which are skilled workers.
• As of 2006, 200 local contracting firms were registered in Gaza
performing various construction activities including roads,
buildings, electro mechanic, water and sewer and public works and
maintenance.
• There are 120 engineering consulting firms providing services to
the construction industry in Gaza, about 15 of these firms are well
experienced and have been involved in many local mega projects and
bring in internationally gained experience.

Investment Opportunities
• Despite all the donor investment in the built up of Gaza infrastructure,
the need to build and re-build is still enormous. The value of donor
infrastructure projects in both the West Bank and Gaza for the years
1994-2000 reached more than USD 1 billion. Although this was
invested in both the West Bank and Gaza, it is fair to say that the
required investment in Gaza after more than 8 years of negligence
and destruction during the Intifada and with the growing population
(4.3% annual) will be more than USD 1 billion in the coming 5
years.
• The high population growth rate requires a great deal of investment
in the housing sector.
• Gaza’s infrastructure requires large amounts of investment in areas
such as the airport, seaport, roads and sewer system.
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Furniture
Major Highlights
• Total revenue for 2006 is about USD 45 million of which about 15%
was exported.
• Gaza’s furniture is becoming well-known and recognized regionally
and internationally for quality and excellence.
• The industry consists of about 600 establishments varying in size.
• Total employment in this sector is about 5,500 workers highly skilled
in fine wood work.
• Home furniture makes up more than 67% of production value,
followed by office furniture of about 20% and construction related
furniture making up the remaining 13%.

Investment Opportunities
There are great opportunities for joint venture investments in the furniture
industry in Gaza. The high quality craftsmanship available will produce
furniture suitable for sale in the region, Europe and the US.
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Garment and Textile
Major Highlights
• Total annual sale revenue is estimated at about USD 24 million
generated from the sale of 5 million pieces.11
• 90% of Gaza’s production is exported to Israel12 or through Israel
for re-export.
• Total number of garment and textile firms working in Gaza in 2006
is estimated at about 960 employing 16,000 people.13
• Product mix includes shirts, pants, women wear, children wear, linen
and other.

Investment Opportunities
• Gaza has a large workforce trained in the garment industry. As Gazan
production is mainly for export, it is characterized with high quality
in addition to punctuality in the delivery of orders.
• A tremendous opportunity exists to subcontract Gaza manufacturers
for export oriented production.
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Information and
Communication Technology
Major Highlights
•
•
•
•
•
•

•

•

•
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30.8% of households own a computer.
16.2% of households have access to the internet.
78.6% of households own at least one mobile phone.
18.1% of persons aged 10 years and above are internet users.
Graduates of ICT related majors from Gaza Universities are
estimated at about 2,400 annually.14
More than 35 active private companies are active in the sector, of
which 22 are members of the Palestinian Information Technology
Association of Companies, the ICT private sector representative.
Software firms provide solution packages in areas such as
human resources management, project management, finance and
accounting, education related solutions, management information
systems, education and entertainment. Also, many provide solutions
specifically designed to address specific public, NGO and private
enterprises’ needs.
Other firms also provide services in web development, e-business
solutions, web portals development, ICT consultancy, training and
office automations.
Very few firms (less than 5) are currently involved in export and
outsourcing of ICT services and these operate on a limited scale.

Investment Opportunities
• Gaza ICT sector has great potential for many reasons, namely the
existence of experienced firms and the large number of well-trained
university gradates. Outsourcing is one area of potential investments
in the ICT sector in Gaza through joint ventures with existing local
firms.
• The fixed, mobile and data communication market is still
underdeveloped and there is room for additional investors. Currently,
one fixed line and mobile line operator exists in addition to a newly
licensed mobile and data communication operator. Gaza’s market of
1.5 million people still requires additional investments in this sector.

Lists of Trade Agreements
1. The Palestinian-Israeli Economic Protocol (Paris Protocol).
2. Free Trade Arrangements with the following:
a.
United States of America.
b. Canada.
c.
European Union.
d. European Free Trade Association.
e.
Russia.
f.
Turkey.
g.
Egypt.
h. Jordan.
i.
Saudi Arabia.
j.
Yemen.
For additional information regarding these agreements, please visit The
Palestine Trade Center Website:
http://www.paltrade.org
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ANALYSIS
Business Environment
The Gaza Strip business environment offers a wealth of opportunity
and competitive advantages. Located on the Mediterranean Sea, it has
resources such as an airport and a planned seaport and off shore natural
gas. There is an experienced and highly motivated workforce, and high
demand for goods and services from the young population. The Gaza
Strip is an ever renewed success story that needs its potential to be tapped.
Its history testifies to a long series of successes in business and trade.
Prior to 1967, it had proven success as a free trade zone and a transit port
for the exchange of goods between Asia and Africa as well as between
Europe and Middle East. Continuing through several periods of political
conflict, the Gaza Strip has demonstrated great success in several sectors.
To help promote trade and investment in Palestine, and to integrate
Palestinian industry and entrepreneurship with counterparts around the
world, the Palestine Liberation Organization (PLO) signed free trade
agreements with ten countries in addition to the Palestinian-Israeli
Economic Protocol; the Paris Protocol signed with Israel.
The Palestinian National Authority (PNA) has a very encouraging
investment law in place. It provides for tax breaks and investment
incentives especially for newcomers. The PNA’s banking and finance
regulations also encourage unrestricted movement of funds and exchange
between currencies. Palestinian investment and finance regulations have
created a fertile environment to promote a free market economy with
successful businesses in several sectors. There is a profitable and growing
banking sector as well as the Palestine Stock Exchange which is witnessing
great growth and achieving regional outreach.

Social Makeup of Gaza and the Effects of Employment
Opportunities
16

A unique component about Palestinian society, in general, and the Gaza
Strip in particular, is its tight social make up. One result is that an income
earning individual often ends up distributing part of their income to several
individuals, and heads of households around him or her. While poverty
has reached unprecedented levels in the Gaza Strip, its social make-up may
hold part of the solution once its economy is revived.

With more than 50 percent of Gaza’s population under the age of 18
this great human resource could be shaped, with the proper training and
education, to be a most productive and competitive workforce. A young
population also generates high demand for goods and services.

Political Challenges and External Factors
Political developments between Palestinians and Israel, as well as their
relationship with adjacent states, affect business progress and economic
development in the Gaza Strip. Currently, and since it withdrew from the
Gaza Strip, Israel has retained full control over Gaza’s crossing points,
airspace and sea. Together with negative political developments in the
region, this resulted in a tight closure of the Gaza Strip, followed by an
economic embargo and an internationally sanctioned boycott. The tight
siege is still in place in May 2008.
In addition there are growing risks of skills reduction in what was typically
a highly experienced labour force. There are now unprecedented levels
of unemployment in the private sector, which in the not too distant past
used to be the main source of employment and economic prosperity in
the Gaza Strip.
Despite the stated challenges and the difficulties of the status quo, it is
widely believed that cooperation between the private sector, the Palestinian
President’s Office, the PNA and the local and international investment
community is capable of reviving Gaza’s economy and taking advantage
of the tremendous potential its market has to offer. This is particularly
crucial in projects with implications on public infrastructure and national
economic development.
Positive experiences, the long record of economic cooperation with Israel
and the trade and business activity with adjacent countries such as Egypt
and Jordan and many countries in the world, must be brought to the
forefront of the debate.
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Conclusion
While recognizing that the current restrictions and prevailing political
circumstances severely inhibit economic development and growth, the fact
remains that all the fundamentals of business success are clearly present
in the Gaza Strip. These fundamentals are more than capable to propel
the next economic development cycle once the temporary prevailing
circumstances end. Gaza’s geographic location, young population,
highly motivated labour force and tremendous opportunities in potential
productivity as well as high consumption are all encouraging factors.

Recommendations
As agreed with the PNA, the private sector in the Gaza Strip have a set
out their recommendations below to help revive and develop Gaza’s
economy. The timeframe, or window of opportunity, to implement these
recommendations is left for further planning and clarity on the political
horizon.
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• Restore uninterrupted operation of Gaza’s five crossing points to
enable the movement of goods and people 24 hours per day, 365
days per year. This is recommended to be performed in fashion
where crossing points would not be affected by political or security
issues which, in reality, must not affect the civilian life and economic
development.
• Restore the operations of Gaza’s airport and begin the construction
of the planned sea port.
• Enact signed trade, commercial and crossing point agreements,
including the re-evaluation of some of the stipulations of the Paris
Protocol such as the Customs Envelope which Israel has used for
political leverage against the PNA in recent years. This should
include trade relationships with adjacent states to enable trade and
transit of goods.

• The PNA’s assistance and leadership is sought to:
Create a mechanism to financially assist the private sector in
recovering and restoring its operations based on the findings
of the committee to evaluate the damages.
Retrain the labour force and reconstruct private sector
institutions to alleviate the effects of the negative consequences
over the last three years.
Create an urgent mechanism to enable export and import until
signed commercial, trade and crossing point agreements are
implemented.
Encourage Palestinian investors from the West Bank and the
Gaza Strip to partner in projects which would help economically
integrate the West Bank and Gaza. This should serve economic
integration between the two regions.
Create and subsidize a soft loan program to enable the private
sector to fulfil its loan-payment obligations to Palestinians
banks. This should also strengthen the banking sector and
enable it to partner with the public sector in national economic
development projects.
• The PNA to streamline the management and implementation of the
investment law currently in place.
• The private sector in Gaza supports the recent initiative of creating
a real-estate development company in the West Bank in cooperation
with the Palestinian banking sector, the PNA and the donor
community – through the Quartet’s leadership. The private sector
in Gaza emphasizes the need to create a similar project in the Gaza
Strip to help keep up with the population growth.
• Develop a strategy to enable sectors with the greatest chance of
maximizing employment opportunities as a priority for development
and investment.
• Enable the operation of the gas station in Gaza’s sea and utilize its
revenue to support economic development.
• Rebuild the Gaza Strip’s infrastructure including a transportation
network suitable for commercial and public use.
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• Increase the capacity and outreach of Gaza’s electricity generation
station, and distribution network, respectively.
• Expand and enable the technology sector to support global
commercial relationships.
• Establish a Free Trade Zone in the Gaza Strip emphasizing its
inseparable nature as part of a Palestinian State over the West Bank,
Gaza Strip and East Jerusalem.
• Create opportunities for new sectors currently not in place.
• Create industrial compounds.

(Footnotes)
1.
2.
3.
4.
5.
6.
7.
8.
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9.
10.
11.
12.
13.
14.

Public owned enterprises were only reported for 2000, while there was non-reported for
2006
PCBS, National Accounts Statistics, 2000, Unpublished
PCBS, National Accounts Statistics, 2006, Unpublished
PCBS Labour Force Survey-Annual Report, 2006
Ibid
World Bank, “West Bank and Gaza Data Profile” and PCBS
World Bank, “West Bank and Gaza Data Profile”
United Nation Office for the Coordination of Humanitarian Affairs, “The Closure of
the Gaza Strip: The Economic and Humanitarian Consequences”, December 2007
Ibid
PCBS, National Accounts Statistics, 2006, Unpublished
United Nation Office for the Coordination of Humanitarian Affairs, “The Closure of
the Gaza Strip: The Economic and Humanitarian Consequences”, December 2007
Ibid
Ibid
Sartawai, Badie “Computer and information Technology in the Higher Education Map”
2007 in Arabic
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