Chapter One
Introduction
1.1 Information and Communication Technologies

Information and Communication Technologies or ICTs are identified as the tools, systems, operations, and processes that are concerned with the various kind of data processing such as acquisition, storage, manipulation, management, control, display, switching, interchange, transmission, and reception of data, for the sake of extracting useful or meaningful information out of them to be used by people and institutions to achieve development.  ICT includes under its umbrella the computing technologies including software, hardware, and firmware, computer networks such as Local Area network (LAN), Wide Area Networks (WAN), and Internet, in addition to specialized software systems to operate them.  ICT further includes telecommunication technologies and systems both fixed and mobile, and their applications such as Simple Message System (SMS) and Multimedia Message System (MMS), in addition to other more advanced technologies such as the Private Branch Exchange (PBX), and automatic call processing technologies.  It also incorporates the Internet and its applications, such as email, and other web-based applications. Media technologies, such as TV and Radio broadcasting are also integral parts of ICTs.

ICT can be of significant benefits for enterprises as it can be used to stay in contact with the outside spheres and assist in keeping track with customers and suppliers.  It also enhances interaction with government authorities, Non-Governmental Organization (NGO) and the civil societies.  ICT opens up huge marketing opportunities through enlarging the market size, increase competitiveness and quality of services, and staying informed about competitors and suppliers. 

ICTs also help in managing and controlling internal business operations, such as accounting, budgeting, balancing, inventory archiving, and the like.  Above all ICT gives great help in gaining and creating knowledge, in relation to business development, opening up of new markets, developing new products, tracking new investment opportunities, and so forth.  ICT can also help enterprises raise their voices and defend their interest through lobbying and pressuring authorities.  ICT enhances operation efficiency in enterprises and in interaction with other bodies and agencies, in addition to providing better accountability and efficiency.  ICT is also known to be a very effective means in cost saving and controlling of expenses.

ICT has also a special role to play in Palestinian case, in breaking up the barriers and blockades imposed on Palestinians by the Israeli authorities, without which communication with the outside world would be impossible.  ICT offers a great help in keep contact with the two sides of the Palestinian territories in the West Bank and Gaza Strip, without which it would be extremely difficult to synchronize activities and cooperate.  Remark that Palestinians have no sea, air, or land ports and all their communications with the outside world is channeled through Israel.

However, the benefits mentioned before cannot be exploited unless the right atmosphere is being employed not only on the enterprise level, but further within the business activity, government's bodies, regulations and the society at large.  Exploiting ICTs requires new set of skills and competencies and new way of thinking and mind set.  The degree to which an enterprise, or any institution, can benefit from ICT depends on the way they perceive ICT, and their ability to reengineer their operations and processes to better integrate and customize ICTs for the betterment of the enterprise.  One of the key issues is to identify the current and future information processing practices and needs, as well as the obstacles that the enterprise faces in their daily business activities, and to provide guidance in creating relevant policy initiative that will lead to more economic activities, growth and employment. 

1.2 Objectives of the Survey

The primary objective of the present study is to understand the impact of ICT on the Palestinian private sector activities, operations and development, and to see how ICT is contributing and can contribute to vibrant businesses, and economic growth.  The study is motivated by the lack of clarity about the impact of ICT on business performance.  The study is meant to research the penetration level of ICT among enterprises and how business owners and executives perceive ICT in managing and operating their businesses. 

In related literature there is a lack of clarity about the impact of ICT on business, and till now researchers have failed to create tight link between the ICT use and issues such as profitability and labor productivity.  This study is meant to clarify the link between ICT and economic activates on micro and enterprise level, within the Palestinian context.        

1.3 Report Structure 

This report includes six chapters in addition to the preface.  Chapter one is a general introduction about the subject of the survey and its objectives.  Chapter two displays concepts and definitions used in the survey.  Chapter three deals with the methodology used in planning and conducting the survey.  Chapter four covers the overview of Palestinian Enterprises.  Chapter five discusses ICT infrastructure: Penetration, Readiness, and Usage.  Chapter six contains conclusions and recommendations.

Chapter Two

 Concepts and Definitions
Anti Spam Appliances:


Are hardware devices integrated with on-board software that implement anti-spam techniques (e-mail) and/or anti-spam for instant messaging and are deployed at the gateway or in front of the mail server. They are normally driven by an operating system optimized for spam filtering. They are generally used in larger networks such as in companies and corporations, Internet Service Providers (ISPs), universities, etc.

Asymmetric Digital Subscriber Line (ADSL):

A form of DSL, a data communications technology tool, that enables data transmission over copper telephone lines faster than a conventional modem. 

Computer Use:


It is defined for this survey’s purposes as the basic uses of the computer (during the last twelve months) such as: opening the computer and files as well, create, copy, paste, and saving files.    

Dial-up Internet Access:


It is a form of Internet access via telephone line. The client uses a modem connected to           a computer and a telephone line to dial into an Internet service provider's (ISP) node to establish a modem-to-modem link, which is then routed to the Internet.

Digital Camera:


It is a camera that takes video or still photographs, or both, digitally by recording images on a light-sensitive sensor.

Digital Subscriber Line (DSL):


It is an Internet connection via modem and dial-up software utilizing the Public Switch Telecommunications Network (PSTN).

Domain Name:


It is the unique name by which a network-attached device. It is used to identify a particular host in various forms of electronic communication such as the World Wide Web, e-mail.

E-mail:


It is a means for exchanging messages, texts and attached files among internet or intranet users.

Economic Activity: 

The kind of work which is done by the establishment, and the main economic activity is the activity that contributes to the largest value added in enterprises practicing more than one activity. The UN International Industrial Classification of all Economic Activities, third revision (ISIC-3), was used for coding the activities at the five digit.

E-Commerce:


It is the conducting of business communication and transactions over computer networks and through individual computers linked to the Word Wide Web. Strictly defined, e-commerce is the buying and selling of goods and services, and the transfer of funds, through digital communications.

E-Government:


It refers to the use of internet technology as a platform for exchanging information, providing services and transacting with citizens, businesses, and other arms of government. It may be applied by the legislator, judiciary or administration, in order to improve internal efficiency, the delivery of public services, or processes of democratic governance.

Enterprise:


An economic entity that is capable to in its own right of owning assets, incurring liabilities and encaging in economic activity and transaction with other entities.

Extranet:


It is a private network that uses Internet protocols, network connectivity, and possibly the public telecommunication system to securely share part of an organization's information or operations with suppliers, vendors, partners, customers or other businesses. An extranet can be viewed as part of a company's Intranet that is extended to users outside the company (e.g., normally over the Internet).

Firewall:


It is a device or set of devices configured to permit, deny, encrypt, or proxy all computer traffic between different security domains based upon a set of rules and other criteria.

ICT:

It is used to describe the tools and the process to access, retrieve, store, organize manipulate, produce present and exchange information by electronic and other manual automated means.

Intranet:


It is a private computer network that uses Internet protocols and network connectivity to securely share part of an organization's information or operations with its employees. Sometimes the term refers only to the most visible service, the internal website.

Internet:


A worldwide public computer network. Organizations and persons can connect their computers to this network and exchange information across a country and/or across the world. Internet provides access to a number of communication services including the World Wide Web and carries email, news, entertainment and data files.

Internet Use:


It is defined for this survey purposes as the basic uses of the Internet (during the last twelve months) like: access to certain sites, reading newsletters, and download files or programs from the web.

Integrated Services Digital Network (ISDN):

A digital access technique for both voice and data. This is a digital alternative to an analog public switched telephone service and carries data or voltages consisting of discrete steps or levels, as opposed to continuously variable analog data. ISDN enables digital transmission over the PSTN.

Local Area Network (LAN):

It is a computer network covering a small geographic area, like a home, office or group of buildings, e.g., a school. The defining characteristics of LANs, in contrast to wide-area networks (WANs), include their much higher data-transfer rates, smaller geographic range, and lack of a need for leased telecommunication lines.

Modulator\Demodulator (Modem):

A hardware device that enables a computer to transmit and receive information over telephone lines. The modem is responsible for converting the digital data used by your computer into an analog signal used on phone lines and then converting it back once received on the other end.

Open Source Software:


It refers to computer software under an open source license. An open-source license is a copyright license for computer software that makes the source code available under terms that allow for modification and redistribution without having to pay the original author. Such licenses may have additional restrictions such as a requirement to preserve the name of the authors and the copyright statement within the code.

Privacy Policy:


Is a legal notice on a website providing information about the use of personal information- particularly personal information collected via the website by the website owner. Privacy policies usually contain details of what personal information is collected, how the personal information may be used, the persons to whom the personal information may be disclosed, and the security measures taken to protect the personal information.

Reference Date:


The date referred to in calculating all set of indicators in this survey is between 01/01/2007 to 31/12/2007.

Satellite: 


A satellite stationed in geosynchronous orbit that acts as a microwave relay station, receiving signals sent from a ground-based station, amplifying them, and retransmitting them on            a different frequency to another ground-based station. Satellites can be used for high-speed transmission of computer data.

Self Propelled Automatic Mail (SPAM):

It is unsolicited electronic messaging, regardless of its content. 

Server:


An open, standards-based computing system that operates as a carrier-grade common platform for a wide range of communications applications and allows equipment providers to add value at many levels of the system architecture.

Secure Sockets Layer (SSL):

Cryptographic tool that provides secure communications on the Internet for web browsing,   e-mail, Internet faxing, instant messaging and other data transfers. 

Video Conference:


A set of interactive telecommunication technologies that allow two or more locations to interact via two-way video and audio transmissions simultaneously.

Website:


Location on the World Wide Web identified by a web address. Collection of web files on       a particular subject that includes a beginning file called a home page. Information is encoded with specific languages (Hypertext mark-up language (HTML), XML, Java) readable with a Web browser, like Netscape's Navigator or Microsoft's Internet Explorer.

Web Hosting Service: 


A type of Internet hosting service that allows individuals and organizations to provide their own websites accessible via the World Wide Web. Web hosts are companies that provide space on a server they own for use by their clients as well as providing Internet connectivity, typically in a data center.

Wide Area Network (WAN):

A computer network that covers a broad area (i.e., any network whose communications links cross metropolitan, regional, or national boundaries. The largest and most well-known example of a WAN is the Internet
Wireless:


Includes fixed wireless, mobile wireless and satellite Internet connections.

Hacking:


Involvement in computer security/insecurity, to discover exploits in systems (for exploitation or prevention), or in obtaining or preventing unauthorized access to systems through skills.

Wireless Network:


Type of computer network that is wireless, and is commonly associated with                           a telecommunications network whose interconnections between nodes is implemented without the use of wires, such as a computer network (a type of communications network). Wireless telecommunications networks are generally implemented with some type of remote information transmission system that uses electromagnetic waves, such as radio waves, for the carrier and this implementation usually takes place at the physical level or "layer" of the network. 

Virtual Private Network (VPN):

A computer network in which some of the links between nodes are carried by open connections or virtual circuits in some larger network (e.g., the Internet) instead of by physical wires. 

Chapter Three

Methodology
3.1 The Survey Questionnaire

PCBS has employed substantial efforts and resources to carry out the survey on ICT access and usage among Palestinian enterprises.  The study entailed about one year of nonstop hard work to be accomplished.  The survey efforts were extended through the year 2007.  A group of experts in related fields such as ICT, economic, and statistics, took responsibilities of designing the survey, through conducting series of meetings and workshops.  The team has extensively discussed the survey goals, target areas, approaches, and potential outcomes.  The team also benefited from international experience in similar studies. 

Upon specifying the target information, a questionnaire has been designed, which incorporated three key sections; ICT diffusion among enterprises, ICT usage and utilization, and a third section on the future prospective of ICT as seen by enterprises owners and executives.

 The section on ICT diffusion investigated the degree of penetration of ICT devices and tools such as Personal Computer (PCs), fixed and mobile telephony, computer networks, Internet connectivity, software packages, web site ownership, and so forth.  The section on ICT usage, explored the applications of these technologies by enterprises, for instance, e-commerce, business transactions, customers' care, marketing, management and internal operations.  This section further investigated obstructions facing effective use of these technologies by enterprises.  The third section dealt with the future and potential applications of ICT by enterprises, and their future plans, especially in regards to investment in harnessing these technologies.

The scope of the study involves all private enterprises that are economically active in the Palestinian Territory.  The survey has utilized the general census commenced in 2007, which covered the entire Palestinian enterprises activity, regardless of their activities and sizes. 

3.2 Sampling and Target Population

The sample which is worked to be a true representation the enterprise activity contained 2,966 enterprises, where 65.7% in West Bank and 34.3% in Gaza strip.  The sample was further divided into six categories; industrial, construction, whole sale and retail, transportation and communication, financial intermediation, and services.  The percentage of each category in the sample mirrors the true percentage in the business sector.  An additional division of enterprises was conceived in accordance to their sizes, which is conventionally reflected in the number of employees per enterprise.  In that regard the sample was broken up into four categories; four and less, five to ten, eleven to thirty, thirty and more employees per enterprise. 

3.3 Weighing 

The results were weighted against a weighting factor which is estimated based on the percentage of elements in accordance to their actual representation.  This weight is calculated to be the inverse of the probability of that element considering all enterprises.  Weighting the survey findings is fundamental to lessen bias and deviation from true denomination. 

Weighting is also significant to elucidate the degree of reliability of the observations recorded by the survey, and their degree of demonstration of the actual observations.  This is accomplished through calculating the standard error of the recorded observations, as               a representation of the standard error for the true observation of the whole enterprise population.  Of course there should be a difference between the sample mean and the population mean, which is expressed as the standard error of the mean.  This standard error is estimated based on the calculation of the standard deviation as computed from the sample of the data being analyzed.  Therefore, the standard error is calculated as the square root of the standard deviation of the sample itself.  This estimate is based on the fact that the standard deviation of the error difference between the estimate and the true value is the same as the standard deviation of the samples themselves.  The variances of observation in the survey were calculated using the Statistical Package for Social Sciences (SPSS), whereby the method of Ultimate Cluster is used to calculate the value of variances.

To ensure proficiency, and to avoid uncounted for circumstances, a pilot survey were conducted on a small sample of 72 enterprises.  The exercise commenced all activities of the main survey, including field work such as interviewing, recording, data processing, and so on.   Lessons learnt from the pilot project were reflected on the survey methodology, training manual, as many recommendations were taken from interviewees in enhancing the quality of the overall project. 

3.4 Field Work Operations

A training manual covers all aspects of the fieldwork practices and the filling of the questionnaires was prepared.  It details each and every task conceived by fieldworkers in interviewing executives and business owners, and the best way to extract their feedbacks in relation to all probed issues.  Training manuals for supervisors and editors were also prepared to secure team training and coherence in understanding among all workers.  A training course was held in May 2008 for four days, attended by 75 participants, and fieldworkers.  Another training course was held for supervisors, editors, and assistants, who will be responsible for processing the raw data and summarizing main results.  A training program dealt with the design of the surveys, selecting and reaching enterprises, interviewing, and records taking, was held to all survey participants. ICT specialist was also commissioned to clarify the technical concepts and terminology in relation to the survey.  The training ended with practical exercises on filling in the questionnaire, and interpreting responses, and filing of records among other activities. 

3.5 Data Processing

The project’s team developed disciplined techniques to optimally process the collected data upon their gathering.  Before filing data recorded by questionnaires, questionnaires were examined to make sure that they were properly filled and the data covered an eligible enterprise.  Uncompleted, erroneous, and partially filled questionnaires were disqualified and excluded from the study.  Interviewing and questionnaire filing were followed up by supervisors, who have the responsibility to allocate tasks to interviewers, including list          of enterprises to be visited.  Data filing started on May 15, 2008, and completed in June      28, 2008, 15 staff members were engaged in verifying and entering of records from questionnaires.  Tabulation of results was performed using the SPSS for Windows       (version 12.0).

Chapter Four

Overview of Palestinian Enterprises

Palestine is an exceptional area with unique economical complications resulted from the elongated military occupation and oppression by Israel.  The aim of this section in the context of the study is to place the reader in the context of the Palestinian enterprises activities which are the subject matter of the study.  It describes the economic conditions in Palestine and attempts to elucidate how political sphere influence economic activities and development.

The economic status in the Palestinian Territory swings up and down following the political sphere in the region.  In 2000 after the eruption of the second Intifada, the typical earnings of Palestinians have fallen off by about 30%, which brought almost 50% of Palestinians below the poverty line of 2 USD/day.  In May 2006, and following the adjustment of the poverty line to be 2.7 USD per day, 70% of Palestinians fall below the poverty line.  (IFC 2007).  In the same period unemployment approaches 50%. 

Due to the political and economic instabilities, and the continuous invasions of Israeli military forces into the Palestinian Territory, the Palestinian private sector activities are constantly weakening, and investment sphere is not encouraging.  This situation pushed additional people to live on donations, either directly or indirectly through the Palestinian National Authority (PNA).  These circumstances have weakened the private activity and increased the formalization of the economy.

The deteriorating of the local economy has shifted the Donors' assistance towards more urgent matters, therefore, donations become more of a relief nature rather than of a long term sustainable development.  Beginning of the year 2008, some fund started to be channeled back to support national development programs, including the private activity, nevertheless,  it has been demonstrated that with no enhancement in political and security status, significant progress cannot be achieved in regards to development in all circles including businesses.

Palestinian economy is traditional in nature, and centered on service, agriculture, and some industrial activities.  Olives, cereals, citrus, and vegetables are the main agricultural products, with sheep and goats being the principal livestock.  Processing of food, textiles, stone cutting and granite are some of the main industries.  Table (4.1)details the employment percentage across the various economic activities. 

Table 4.1: Percentage Distribution of Employed Aged (15 and over) by Economic 

Activity, 2003-2007

	Economic Activity
	Year

	
	2003
	2004
	2005
	2006
	2007

	Agricultural and Fishing
	15.7
	15.9
	14.6
	16.1
	15.6

	Manufacturing
	12.5
	12.7
	13.0
	12.4
	12.5

	Construction
	13.1
	11.7
	12.9
	11.1
	11.0

	Commerce, Hotel & Restaurants
	20.1
	19.4
	19.4
	19.2
	19.5

	Transport, Storage & Communication
	5.8
	5.4
	5.7
	5.7
	5.6

	Services & Other Branches
	32.8
	34.9
	34.4
	35.5
	35.8

	Total
	100
	100
	100
	100
	100

	Source: PCBS 2008.  Palestine in figures 2007. 


Table (4.1) shows that the contribution of different economic activities in employment is almost the same in the period between 2003 and 2007.  One third of Palestinian employees are centered in the service sector,  while manufacturing and construction sectors are contributing about 12.5% and 11.0% respectively through the same years.  Agricultural activities employment contribution is fluctuating around 15%. 

Table 4.2: Number of Enterprises by Economic Activity, 2003-2007

	Economic Activity
	Year

	
	2003
	2004
	2005
	2006
	2007

	Industrial
	14,839
	13,468
	13,344
	12,909
	15,340

	Financial Intermediation
	478
	467
	468
	469
	844

	Construction
	391
	704
	644
	570
	627

	Transport, Storage and Communication
	551
	874
	869
	823
	1,215

	Services (Profit & Nonprofit)
	13,077
	18,895
	20,099
	19,967
	24,655

	Wholesale, Retail Trade and Repair
	41,365
	53,420
	55,024
	54,862
	59,253

	Total
	70,701
	87,828
	90,448
	89,600
	101,934

	Source: PCBS 2008.  Palestine in figures 2007-2008.


Table 4.3: Percentage Distribution of Enterprises by Employment Size and Economic Activity, 2007

	Economic Activity
	Employment Size  
	Total

	
	0-4
	5-9
	10+
	

	Industrial
	77.1
	15.1
	7.8
	100

	Construction
	66.6
	21.2
	12.2
	100

	Retail and Whole Sale
	95.2
	3.8
	1.0
	100

	Transportation and Communication
	86.5
	8.7
	4.8
	100

	Financial
	66.6
	20.8
	12.6
	100

	Services
	70.2
	11.8
	18.0
	100

	Total
	89.5
	7.1
	3.4
	100


Table (4.3) details the distribution of enterprises according to the employment size across the different activities.  In total there are 89.5% of enterprises with employment size less than 5.  Zero employment means that the enterprise is operated by the owner.  7.1% of all enterprises are employing between 5 and 9 persons, and 3.3% of all enterprises are hiring 10 or more employees.  Large percentage of the enterprises with employment size less than 5 is centered in the retail and whole sale activity, and the majority of them are shops selling different kinds of goods, and are scattered in markets within cities and towns, owned and operated by the owner and his family members.  Enterprises with 10 or more employees are found in the service activity, financial and construction, than other activities. 

Table 4.4: Percentage Distribution of Enterprises by Employment Size and

 Region, 2007

	Employment Size
	Region

	
	West Bank
	Gaza Strip
	Palestinian Territory

	0-4
	88.6
	91.6
	89.5

	5-9
	7.5
	6.5
	7.1

	10+
	3.9
	1.9
	3.4

	Total
	100
	100
	100


Table (4.4) shows the distribution of enterprises in West Bank and Gaza Strip, and indicates that in general West Bank have larger enterprises size than Gaza Strip, which is explained by better economic conditions and higher living standards in West Bank than Gaza Strip due to closure imposed on Gaza Strip since the late election in 2006.

In a study performed by Massar on micro enterprises in 2003 (Massar, 2003), it was found that 10.5% of employees have no education, slightly less than half have primary or elementary education, and a quarter have secondary education.  On average, two thirds of the enterprises have no employees.  Half of those who have employees have one, and a quarter have two.  An overwhelming majority of employees are relatives, slightly less than one fifth of them are children under 16, and about two thirds of them work without monetary rewards (Massar, 2003).  
Table 4.5: Gross Domestic Product by Economic Activity at Constant Prices,         2003-2007 (Values in Million USD)

	Economic activity
	Year

	
	2003
	2004
	2005
	2006
	2007

	Agriculture & Fishing 
	422.1
	319.0
	312.6
	334.0
	340.8

	Manufacturing & Mining 
	489.7
	564.3
	564.8
	531.1
	527.3

	Construction
	145.2
	103.7
	119.4
	104.0
	103.8

	Wholesale & Retail Trade 
	378.6
	359.0
	373.9
	382.7
	415.2

	Transport, Storage and Communication
	378.5
	444.4
	461.5
	466.0
	478.5

	Financial Intermediation 
	139.6
	170.0
	187.4
	186.7
	192.5

	Services
	975.5
	1,047.2
	1,100.2
	940.2
	914.7

	Public Administration and Defense 
	647.6
	736.4
	796.1
	552.7
	598.8

	Other
	588.5
	503.7
	586.7
	609.6
	564.2

	Gross Domestic Product
	4,165.3
	4,247.7
	4,502.6
	4,107.00
	4,135.8

	Source: PCBS 2008.  Palestine in figures 2007. 


Table (4.5) above details the gross domestic product (GDP) of the various economic activities in the period between 2003 and 2007.  It is remarkable to note that the gross domestic product did not exhibit any significant improvement in this period and kept fluctuating following the political spheres, as well as other external factors like international donations and access to labor market inside Israel.  In reference to 2005, a significant drop in gross production is witnessed in the year 2006, and 2007, due to the international embargo imposed on Hamas led government, and the erection of the separation wall between Israel and the Palestinian Territory.  As a consequence of these measures, Israel stopped the transfer of the monthly taxes collected by their authorities on behalf of the Palestinian authorities on the Palestinians' imported goods.  Other countries also followed through stopping their donations to the PA, and even their contributions to development activities outside the PNA bodies.  One can notice a slight recovery between 2003 and 2005 where the economy started to recover with an increase of about 8.1% in domestic production in 2005 reference to 2003.  This gain was fully lost in 2006, which brought the economy back to per 2003 conditions.  The fluctuation in economy as reflected on the Gross Domestic Product (GDP), cumulated growth, and GNI per capita between 2000 and 2005 is summarized in Table (4.6). 

Table 4.6: Palestine Macroeconomic Trends Estimates, 2000-2005 

	Macroeconomic Trends
	Year

	
	2000
	2001
	2002
	2003
	2004
	2005*

	Percentage of Real GDP Growth
	-5.6
	-14.8
	-10.1
	6.1
	6.2
	8.7

	Percentage Cumulated Growth Since 1999
	-5.6
	-19.6
	-27.7
	-23.3
	-18.5
	-11.4

	Percentage Cumulated Growth Since

1999,Per Capita
	-9.5
	-25.9
	-35.7
	-34.1
	-32,4
	-29.0

	Population (Million)
	2.93
	3.05
	3.16
	3.27
	3.39
	3.51

	GNI Per Capita, USD
	1,626
	1,217
	1,001
	1,088
	1,181
	1,318

	Percentage Consumer Price Inflation
	2.7
	1.2
	5.7
	4.4
	3.0
	3.0

	Source:  World Bank and PCBS.

	*: Projection,  estimates exclude East- Jerusalem.


According to a study prepared by the World Bank in 2006, the Palestinian economy has the potential to operate at a much better pace than what is recorded in the years 2000 through 2007, (World Bank 2007).  By the end of 2005, real GDP per capita was almost 30% lower than in 1999. According to the Palestinian Central Bureau of Statistics, following the formation the  Hamas-led Government, GDP in real terms dropped sharply by 7% in the first quarter of 2006 compared to the last quarter of 2005.  A drop by 1.7% was again witnessed in the second quarter of 2006. 

Table 4.7: Percentage Distribution of  Labour force by Economic Activity, 1995-  2006

	Year
	Economic Activity

	
	Agriculture
	Construction
	Manufacturing
	Services
	Other*

	1995
	12.7
	19.2
	18.0
	25.6
	24.5

	1996
	14.2
	16.8
	16.8
	29.2
	23.0

	1997
	13.1
	18.4
	16.4
	28.2
	23.9

	1998
	12.1
	22.0
	15.9
	27.1
	22.9

	1999
	12.6
	22.1
	15.5
	28.1
	21.7

	2000
	13.7
	19.7
	14.3
	29.9
	22.4

	2001
	12.0
	14.6
	14.0
	34.5
	24.9

	2002
	14.8
	10.9
	12.9
	36.9
	24.5

	2003
	15.7
	13.1
	12.5
	32.9
	25.8

	2004
	15.9
	11.7
	12.7
	34.9
	24.8

	2005
	15.4
	12.9
	13.0
	34.5
	24.2

	2006
	13.2
	12.2
	11.6
	36.4
	26.6

	Source: PCBS 2008.  Palestine in figures 2007. 

	* Other includes: commerce, restaurants, hotels, transportation, storage and communication Activity. 




Table 4.8: Percentage Distribution of Labour force by  Employment  

Status, 1995 – 2006

	Year
	Employment Status

	
	Employers
	Self

Employed
	Wage

Employee
	Unpaid Family

Member
	Total

	1995
	6.9
	21.2
	61.7
	10.2
	100

	1996
	5.5
	22.3
	61.4
	10.8
	100

	1997
	5.3
	22.9
	62.0
	09.8
	100

	1998
	5.8
	21.0
	65.3
	07.9
	100

	1999
	5.5
	18.7
	67.8
	8.0
	100

	2000
	4.6
	19.6
	66.1
	9.7
	100

	2001
	4.7
	23.9
	62.2
	9.2
	100

	2002
	3.7
	26.8
	59.2
	10.3
	100

	2003
	3.5
	27.8
	57.3
	11.4
	100

	2004
	4.1
	26.5
	58.3
	11.1
	100

	2005
	4.3
	26.1
	59.5
	10.1
	100

	2006
	4.2
	26.6
	61.1
	8.1
	100

	Source: PCBS 2008.  Palestine in figures 2007. 
	


The fluctuation in economic activities is further seen in the distribution of Palestinians workers in the various activities of the economy, as depicted by Table (4.7) and (4.8).  A declining trend in employment in the manufacturing and construction can be easily seen, and a growing number of employees in agriculture and service activities, especially following the outset of the Intifada in 2000 and the Israeli invasions in 2002.  This table also reflects a shortage of investments funds in the Palestinian economy, as manufacturing and construction activities need more investment than agricultural and service activities. Increasing employment in agricultural activities reveals the creation of more unpaid or low-paid jobs.  Moreover, the increased employment in services reveals more self- employed persons, as most enterprises in the services activity in Palestine are micro-enterprises, as show by Table (4.2). 
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