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European Joint Strategy in support of Palestine:

2021-2024

Towards a democratic, accountable and sustainable
Palestinian state

! This designation shall not be construed as recognition of a State of Palestine and is without prejudice to the
individual positions of the Member States on this issue.
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1. Joint Programming basis \

The Palestinian context a territory under more than 50 years of occupation - is unique in
many ways. The socio-economic environment is constrained by a range of serious issues linked
to the continuing occupation, including the lack of control over land, water, physical boundaries
and revenues; the regularly flaring up of violent hostilities contributing to de-development in
Gaza Strip; the administrative, legal and political fragmentation; the systematic and persistent
violations of human rights and international humanitarian law by the occupying power
compounded by the shortcomings in Palestinian governance. Taken together, these prevent the
Palestinian society and economy from realising their potential in all respects. In addition, not
many contexts give rise to such a diverse set of strongly held positions among European and
other international stakeholders.

Since 2008 the EU, EU Member States, Norway and Switzerland have disbursed around USD 1
billionZz annually in official development assistance to Palestine and the Palestinians. Together,
European Development Partners (EDPs) are the largest contributors of assistance to the
Palestinians. This support has covered all areas (West Bank, including East Jerusalem and Area
C, and the Gaza Strip) and all Palestinians (including Palestine refugees). The nature and volume
of European development cooperation in Palestine is inextricably linked to the political context
and the EU’s objectives with regards to the Middle East Peace Process.

European-funded interventions have had mixed success yet, they have not added up to any
transformative change so far as interventions have largely been influenced by the limitations
and obstacles imposed by the occupation, evidenced most recently by the May 2021 Gaza Strip
hostilities. There have been encouraging results in some areas, including enabling the
Palestinian Authority (PA) to sustain the welfare of Palestinians, building the capacities of
Palestinian institutions, preventing fiscal collapse and stabilizing the economy. In spring 2011,
the AHLC meeting concluded that Palestinian institutions were ready for statehood.3 However,
since then, Palestine has experienced de-development, increased fragmentation, an erosion of
democratic space and a growing perception that the prospects of a viable statehood have
diminished. This negative trajectory has been accompanied by disappointment, fatigue and
diminishing hope.

EDPs acknowledge - as also evidenced by numerous external reviews that sustainable
development in Palestine hinges on achieving a two-state solution based on the agreed
international parameters, as set out in multiple EU positions and Council conclusions, such as
the Council Conclusions of July 2014, that meets Israeli and Palestinian security needs and
Palestinian aspirations for statehood and sovereignty, ends the occupation that began in 1967,
and resolves all final status issues in order to end the conflict.

In 2017, EU foreign ministers requested an internal review of the modalities of EU
engagement on the ground in support of a two-state solution.* The review identified
priority areas where enhanced EU engagement could better facilitate European policy goals,
including on Gaza, Area C, trade facilitation, water, energy and the Paris Protocol. The review
concluded that the current disruptive and uncertain environment requires a strong signal of

2 See Stats.OECD.org/qwids for DAC disbursement data

3 UNSCO's 2011 report to the AHLC concludes that "...in the limited territory under its control and within the
constraints on the ground imposed by unresolved political issues, the PA has accelerated progress in improving its
governmental functions. In six areas where the UN is most engaged, governmental functions are now sufficient for a
functioning government of a state.”

4 https://eeas.europa.eu/headquarters/headquarters-homepage/31909/eu-foreign-ministers-renewed-impulse-
towards-two-state-solution-middle-east_km
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enhanced EU engagement for the two-state solution. EU support should not be taken for
granted, but must act as an investment for the future. The review suggested that the EU should
use its full potential to leverage transformative political progress, preserve the prospects for a
viable two-state solution on the basis of internationally agreed parameters, and eventually chart
a path back to meaningful direct negotiations.

A particular emphasis in the period 2021-2024 will be put into framing the transformative
recovery efforts in Gaza within a political and governance reform framework, which
would also apply to the overall European development cooperation efforts. The May 2021
ceasefire agreement’ represents a stepping-stone for EU’s renewed engagement towards the
relief and recovery of Gaza in the context of a political horizon that restores the democratic
legitimacy and credibility of the PA, allowing it to extend its governance responsibility towards
Gaza, and encouraging all parties to re-launch the stalled peace process.

The new European Joint Strategy offers the opportunity for European development partners
to be more coherent and to reinforce core principles - democracy, the rule of law, the
universality and indivisibility of human rights and fundamental freedoms, respect for human
dignity, the principles of equality and solidarity, and respect for the principles of the United
Nations Charter and international law, while addressing more effectively the limits of efficiency
improvements that stem from the contextual constraints. It is essential to have a holistic
approach to how the prerequisites for a two-state solution could be strengthened, in particular
through a more intense trilateral cooperation on key confidence building measures, where the
parties can make progress with EU support, as well as a strengthened coherence between
humanitarian, development and peace efforts.

The European Joint Strategy in support of Palestine 2021-2024 (E]S 2021-2024) assumes that
the context will be challenging, with the continuing impact of the COVID-19 pandemic, the
precarious humanitarian situation in Gaza, following the May 2021 hostilities, and with
Palestine most likely remaining under occupation in the immediate foreseeable future.

Consequently, the overall objective for EDPs in the coming four years remains to promote
the prospect for Palestinian self-determination and statehood, to contribute to sustainable
Palestinian economic and social development, promote human rights, democratisation, and
reinforce effective and accountable governance and institutions in support of a Palestinian state
that can assume the obligations foreseen in the two -state solution. In this view, the EU commits
to assisting Palestinians towards achieving their Sustainable Development Goals, in particular
SDG 16 on peace, justice and strong institutions, and leaving no one behind, and their National
Determined Contribution (NDC).

The EJS 2021-2024, is based on the following political framework:

i. A joint partnership, founded upon the Interim Association Agreement on Trade and
Cooperation that was signed in 1997 between the EU and the Palestine Liberation
Organisation (PLO);

ii. ~ The EU-Palestine Action Plan approved in May 2013 setting the agenda for economic,
social, sectorial and political cooperation with the EU, which will be extended up to the
end of 2024;

iii. =~ The Southern Neighbourhood Communication adopted on February 9t 2021, which
puts forward a new Agenda for the Mediterranean and seeks to strengthen and relaunch

> A ceasefire agreement between Israel and the Palestinian militant group Hamas in the Gaza Strip came into effect on
21 May 2021, after 11 days of fighting.
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cooperation around Key priority sectors in order to realize the untapped potential of the
region and the associated Economic and Investment Plan;

iv.  The European Commission geopolitical priorities as presented in late 2019, including in
particular climate change and the external dimension of the European Green Deal,
digitalisation and an economy that works for the people, as well as the 2017 European
Consensus on Development;

v.  The Middle East Peace Process EU Council Conclusions of 14 May 2012, 20 July 2015
and 20 June 2016 with a strong focus on scaling up development funding for Area C.

The EJS 2021-2024 continues to be fully aligned with Palestinian Authority (PA)
development priorities, taking into account in particular the Palestinian National
Development Plané and the related sector strategies endorsed in March 2021, following the
mid-term review of the PA’s planning document on the basis of the policy priorities of the 18t
Palestinian government. Consultations with the civil society and the private sector in both West
Bank and Gaza Strip as well as European Development Banks and the UN organisations present
in Palestine have confirmed the validity of the priority areas.

The EJS 2021-2024 should serve as a strategic umbrella to the participating EDPs’ bilateral
programming and implementation plans?. In line with the Council Conclusions on Stepping-up
Joint Programming of 12 May 2016, a progressive alignment is envisaged. The EU substitutes
(with Austria, Italy) its bilateral programming with the EJS for the period 2021-2024. The E]JS
will also allow a more structured use of the TEAM Europe approach, starting with the
initiative as described in section 5 and taking also the TEAM Europe COVID-19 response
package of May 2020 as a successful reference.

A review of this Strategy might be necessary, in case of a substantially changed political
context that would make it impossible to pursue the overall objective, namely to protect the
viability of, and promote, the prospect for Palestinian self-determination and statehood in the
context of a viable two-state solution At the time writing, the EJS 2021-2024 is expected to be
flexible enough to accommodate the outcome of the Rapid Damage and Needs Assessment
launched by the WB/EU/UN and to adjust its joint response to the political, reform and
transformative recovery framework for Gaza.

® The Palestinian National Development Plan was approved in March 2021 covering the 2021-2023 period.

" To be named at a later stage. For 2017 -2020 the E]S served as a framework for Austria, Belgium, The Czech
Republic, Denmark, the European Commission, Finland, France, Germany, Hungary, Ireland, Italy, Lithuania,
Luxembourg, Malta, Netherlands, Norway, Poland, Romania Slovakia, Slovenia, Spain, Sweden, Switzerland, United
Kingdom.
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2. Joint Analysis \

2.1. The political context

Palestine has been marked by the ongoing and asymmetrical Palestinian-Israeli conflict, by
the disruption of over fifty years of military occupation, the progressive fragmentation of its
territory through illegal settlement activity, governance challenges on the Palestinian side,
ongoing divisions between factions and between the West Bank and Gaza, as well as movement
and access restrictions imposed by Israel on the Gaza Strip since the early 1990s and
intensified in June 2007 with the imposition of the land, air and sea closure and four Israeli
military operations in the Gaza Strip (2008/2009, 2012, 2014 and 2021). Following the 1967
occupation, East Jerusalem was illegally annexed in 1980.

The Oslo Accords, under which the PA was created in 1994, were intended to lead to a final
negotiated settlement between the parties. These Accords led to several administrative and
security arrangements for different parts of the West Bank (divided into Areas A, B and C) for
a provisional period of five years and pending a final negotiated settlement.8 Permanent status
negotiations between the Government of Israel and the Palestinian people's representatives?®
should have been started by the third year of this interim period. More than twenty-five years
after the Oslo Accords, the PA, which has operated as a transitional authority with limited
jurisdiction since its creation, has only fragmented authority in the West Bank and is de facto
absent in the Gaza Strip. Moreover, the PA suffers from severe challenges to its fiscal viability,
not least because of Palestine’s economic dependence on Israel, lack of access and control over
land and resources, the partial implementation of the outdated Paris Protocol and the absence
of some key policy functions and instruments of a sovereign state.

The Middle East Peace Process further deteriorated following the May 2021 events following
the increase of violence in East Jerusalem on the back of potential evictions of several
Palestinian families as well as tensions around the Old City’s Holy Sites, followed by the military
escalation between Israel and Gaza-based militant factions. Regrettably, there have been no
direct negotiations since 2014. Trust between the two sides remains very low and prospects for
an early return to meaningful negotiations are therefore limited.

Earlier, in 2018, the Taylor Force Act and the Anti-Terrorism Clarification Act (ATCA) had been
introduced, which curtailed the ability of US to provide funds to Palestine in any case. The
Palestinian leadership rejected the proposal entitled: “Peace to Prosperity: Vision to improve the
lives of the Palestinian and Israeli people” presented by the US in January 2020. In the eyes of the
Palestinian leadership, the US administration, deviating from international parameters, had
disqualified itself as an honest broker due to its decision to fully align itself with Israeli
positions. Lately The Palestinian leadership attached some hope to the new US administration
regarding the resumption of funding to Palestine for improved relations with the US and the
opportunity to revitalise the Quartet. First steps to renew US Palestine relations have been
taken in 2021, including the announcement to reopen the US Consulate in East Jerusalem.

8 East Jerusalem and Hebron's H2 zone are however excluded from this, as there is no legal document clarifying the
legal status of the first one while the second one, covering around one fifth of the municipal territory of Hebron and
under the military control of Israel, was established by the 1997 Hebron Protocol.

9 Covering issues such as Jerusalem, Palestine refugees, settlements, security arrangements, borders, relations and
cooperation with other neighbours and other issues of common interest. Article 5 of the Declaration of Principles on
Interim Self-Government Arrangements of 13 September 1993.
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Considering the influence that countries in the region exert on the dynamics between the
parties, the US-brokered agreements to normalize relations between the United Arab
Emirates and the Kingdom of Bahrain, on the one side, Morocco and the State of Sudan, on
the other side, with Israel, will also play a role in the future.

On the ground however, prospects for a two-state solution are increasingly under threat due to
the continued expansion of Israeli settlements and access restrictions for Palestinians in
Area C, which constitutes 61% of the West Bank territory and comprises crucial natural
resources and much needed land for the future demographic and economic growth of a viable
Palestinian State. Though formal annexation has been put on hold since mid-2020 against the
background of the normalization agreements, the de facto (creeping) annexation, settlements
activities, demolition, and evictions in West Bank territory including East Jerusalem continues
unhampered.

2020 marked a record year in terms of advancement of settlement units (12,159 the highest
number since 2012) and as reported, this trend has accelerated in 2021. The Israeli Land
Authority (ILA) awarded the winning contracts for the new settlement of Givat Hamatos on 20
January 2021, the first new settlement in East Jerusalem in 20 years. If and once completed,
Givat Hamatos would decisively endanger the territorial contiguity of Palestinian territory by
cutting off the southern perimeter of East Jerusalem from Bethlehem and therefore from the
West Bank and through linking the existing illegal Israeli settlements of Gilo and Har Homa.
Similar goals seem to be followed by Israel authorities related to the E1 area, through the
legislation of settlement outpost in adjacent Area C.

The situation in East Jerusalem continues to deteriorate with the acceleration of Israeli
settlement construction in and around the city, increases in demolitions, persistently high
poverty rates (76%; 83% for children), limited employment opportunities, a depleted education
system, and a lack of urban and economic infrastructure and planning for Palestinian residents.
Furthermore, the institutional and leadership vacuum in East Jerusalem, including the absence
of real political representation, remains a key concern. All of these factors are leading to the
increasing isolation, including from the West Bank, of Palestinians living in East Jerusalem.
There are approximately 208,000 Israelis living in East Jerusalem whereas about 120,000
Palestinian Jerusalemites are separated from the rest of the city by the Separation Barrier.

The situation in Gaza remains dire as a consequence of the May 2021 hostilities, but also
in view of the continuation of the Gaza blockade for fourteen years as well as the impact of
the COVID-19 pandemic, all of which have increased the scale of the already existing
humanitarian crisis. During the latest outbreak of violence the military operation by Israeli
security forces damaged also vital civil infrastructure, such as health facilities, businesses, roads
and service provision infrastructures, adding a dramatic toll to the already dire socio-economic
situation of the Gaza Strip. Given the high level of tension with Israel and in the absence of a real
peace process and of tangible intra-Palestinian reconciliation, an unintended, or isolated,
incident could reignite a full-scale conflict as the latest round of violence demonstrated.

Palestine is facing growing governance challenges. The last general elections, held in January
2006, preceded the intra-Palestinian split between the Fatah-controlled PA in the West Bank
and the Hamas-administered Gaza Strip. After a violent confrontation in the summer of
2007, the Gaza Strip came under the de facto control of Hamas. The Quartet adopted a no-
contact policy towards Hamas, a practice that the EU has maintained ever since. As a
consequence of this split, the work of the Palestinian Legislative Council (PLC)!° was suspended.

10 The Palestinian Legislative Council (PLC) was formed as a result of the Oslo Peace Accords. It is an elected council
that is meant to function as parliament of the PA.
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No new legislative measures have been adopted by the PLC since then, with legal acts being
promulgated instead by presidential decrees applied only in the West Bank. In the Gaza Strip,
Hamas has enacted laws by convening a PLC through a proxy system. Enforcement of post 2007
West Bank presidential decrees in the Gaza Strip is rare.

Since 2006, national presidential and Legislative Council elections have not taken place,
undermining the legitimacy of the Palestinian leadership. Local elections last took place in 2017
and were limited to the West Bank after the planned local elections (to cover both West Bank
and Gaza Strip) due to be held in October 2016 failed in the midst of the intra-Palestinian feud.
However, in the last quarter of 2020, partly in response to increasing external pressure caused
by the normalization agreements and the growing legitimacy crisis, Palestinian factions
resumed dialogue. This culminated in President Abbas issuing a decree on 15 January 2021
calling for legislative elections on 22 May and Presidential elections on 31 July, with 93% of
Palestinians having registered to vote. In April, however, President Abbas announced the
postponement of the elections sine die.

There have been in recent years further negative developments influencing the rule of law
and human rights, with additional concentration of powers in the executive -newly in January
2021, President Abbas inter alia introduced sweeping changes to the judiciary in what critics
regarded as a step to cement executive control over the judiciary in preparation for the electoral
process. The unregulated and ad hoc legislative process has also had detrimental effects on the
drafting of decree laws, as demonstrated by the unsteady process and controversial content
experienced with the Cybercrime law, the Family Protection Law, the NGO law and the social
security bill. Allegations of torture and ill-treatment by PA security services continue, with
Human Rights Watch publishing a report on the matter in October 2018.

The dissolution of the non-functioning Palestinian Legislative Council in December 2018 was
seen as a further concerning sign of the decline of democratic institutions, as are the increasing
threats on freedom of the press, freedom of expression and freedom of association, including
the closure of critical media outlets in the West Bank, arrests of the public for social media posts
and the violent dispersion of Fatah supporters in Gaza. Democratic space is being challenged,
in particular for CSOs operating in Palestine from different angles: through financial, political
and cultural pressure but also by means of violence and intimidation.

CSOs are marginalised by all sides: the PA, the de facto authority in the Gaza Strip, and Israel.
Early 2021 a new Presidential Decree-Law amending Law No. 1 of 2000 on Charitable
Associations and Civil Society Organisations, was adopted restricting freedom to act for
Palestinian civil society. This act was consequently suspended in May 2021 by the President as
result of pressure from CSO and international community. The crackdown on LGBT+ individuals
is coherent with this worrying trend. As a result of the political stalemate within Palestine, as
well as an increasing curtailment of rights, the Economist Intelligence Unit recently downgraded
Palestine’s democratic status from ‘hybrid regime’ to ‘authoritarian’.l! In addition, Israel is
putting pressure especially on the CSOs present in East Jerusalem and the Israeli Human Rights
NGOs. The Israeli government has repeatedly accused EDPs of funding NGOs linked to terrorist
activities or incitement to violence and hatred. Some CSOs are also questioning the effective
implementation of the international human rights treaties and conventions as concrete steps to
address much needed legislative amendments have yet to materialise.

2.2. The social and economic context

" https://www.eiu.com/topic/democracy-index
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Palestine is home to around 5 million Palestinians, about 3 million of whom live in the West
Bank and East Jerusalem and the remaining 2 million in the Gaza Strip.12 In addition, over
640,000 Israeli settlers live illegally in the West Bank and East Jerusalem, meaning that 20% of
West Bank inhabitants are Israeli.!3 There are around 332,000 Palestinian residents in East
Jerusalem, constituting approximately 38% of the population of the whole of the Israeli
Jerusalem Municipality. The Palestinian population in Area C is estimated at 180,000-300,000
compared to at least 325,000 Israeli settlers.l* More than two out of five Palestinians living
in Palestine are refugees.!> 39% of the population is under 14 years old, while around 3% is
over 65 years old.!¢ Half of the Palestinians living in the Gaza Strip are children.!”

The society is characterised by a stark and risky generation gap, which is exacerbated by the
lack of proportional participation and representation of youth and women in governance,
policy-making and employment. In view of the demographic trends, the United Nations
Population Fund (UNFPA) considers that the population of Palestine might increase to 6.9
million in 2030 and would almost double to 9.5 million in 2050, 18 about 45% of which will
be refugees. Population growth will increase pressure for the delivery of basic services
(notably health and education), to be delivered by the PA and UNRWA, but also access to
employment opportunities and social safety nets for those in need. The demographic trend
puts extra pressure on the Gaza strip where the current 2 million population will double by
2040, and on UNRWA, the agency responsible for dealing with Palestine refugees.

Palestine is on a de-development trajectory. The worsening conditions and increased
vulnerability of Palestinians have led to a high level of frustration, a lack of social cohesion,
recurrent high-level waves of violence and a strong sense of despair, in particular amongst
youth. The level of control that Israel exercises on Palestine makes any significant
improvements in the Palestinian economy and competitiveness very unlikely. As recalled in the
EU Foreign Affairs Council Conclusions on the Middle East Peace Process of 18 January 2016: "a
fundamental change of policy by Israel with regard to the occupied Palestinian territory,
particularly in Area C, will significantly increase economic opportunities, empower Palestinian
institutions and enhance stability and security for both Israelis and Palestinians".19

The Palestinian economy is operating under occupation. Palestinian economic development
and political relations with Israel are strictly linked. The 1994 Paris Protocol makes the
Palestinian economy dependent on the Israeli economy and establishes customs and monetary
arrangements with Israel. The PA has no control over its own borders, it does not collect its own
taxes and suffers from restrictions and controls on the movement of its people, goods and
resources (land, water, etc.). It has therefore limited control over the majority of its revenues
and suffers from substantial revenue losses under the current revenue sharing arrangements
outlined in the Paris Protocol and other subsequent agreements, also due to Israeli non-
transparent deductions. Some of these arrangements have become outdated, while others have
not been implemented as envisaged by the agreements, resulting in fiscal losses for the PA.

In addition due to the military confrontations Gaza’s economy is frequently exposed to
extensive damage and losses. In May 2021, 256 people, including 66 children, have been killed

12 Total population is 4,976,684. PCSB, 2019, http://www.pcbs.gov.ps/site/lang en/881/default.aspx#Population.

13 https://fmep.org/resource/settlement-report-october-11-2019/

14 https://www.btselem.org/topic/area_c

15 According to UNRWA, there are 828,000 registered Palestine refugees in the West Bank and 1.386 million in the
Gaza Strip: https://www.unrwa.org/where-we-work

16 [bid.

17 https://gisha.org/updates/10845

18 The launch conference for the study "Palestine 2030 - Demographic Change: Opportunities for Development" took
place in Ramallah on 5 December 2016. The full report can be retrieved from:
http://palestine.unfpa.org/publications/palestine-2030

19 Paragraph 3 of the Council Conclusions on the Middle East Peace Process of 18 January 2016.
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in Gaza, while more than 100,000 have fled their houses in fear of bombardments, mostly hosted
in UNRWA schools. In addition, vital civil infrastructure was damaged such as schools, hospitals
and clinics as well as water and waste water pipelines. Electricity supply was also heavily
impacted, as was fishing and industrial activity, also related to the ban of fishing and the limited
access of imports through the crossing point. Private companies, also in the Gaza Industrial
Zone were impacted, at least 14 companies there were damaged. A Rapid Damage Needs
Assessment was launched by the UN and the World Bank in cooperation with the EU.

Numerous and complex procedures in the business and trade environment constrain and
frustrate investment initiatives and promotional efforts for local products and exports.
These include Israeli obstacles and diversions to the transportation network, which
fragment the occupied Palestinian territory and separate regional markets from each other.
This increase the difficulty of achieving economies of scale in investment decisions and
business planning and creates distortions in market indices and price levels for goods and
services between regions. Uncontrolled trade borders with Israel further aggravates the
constitution of coherent domestic markets, as smuggled or low-cost goods are marketed
from/through Israel to the detriment of local producers and sometimes in violation of consumer
safety and health standards. Finally, when it comes to starting a business, Palestine scored
lowest on the scale of selected MENA based economies according to World Bank Doing Business
Indicators.

Nevertheless, the Palestinian economy can rely on a dynamic and inventive private sector,
with a few big companies but very resilient micro and medium-sized enterprises. The
workforce is generally educated, although the overall match with market needs to be improved.
The banking sector is robust, properly capitalized, provisioned and supervised. It is among the
stabilizers of the Palestinian economy and loans are usually established at an average interest
rate just under 6%. The drivers of growth in the West Bank, though temporarily impacted by
COVID-19, remain active, in the sector of renewable energies, health, tourism and new
technologies, with skilled human capital, but highly constrained movement of goods and people.

Palestinians are increasingly exposed to significant climate change risks that will compound
current and future development challenges. Both West Bank and Gaza Strip are characterized by
high bio-physical and socioeconomic vulnerabilities to climate change with limited capacity to
respond to the projected effects of climate change. Palestine lies in a hot, arid and relatively
water-scarce region. Climate projections indicate that by 2050, the temperature will increase by
between 1.2°C and 2.6°C, and monthly precipitation might decrease by up to 10mm by end of
the century, leading to greater aridity. Climate related hazards such as heatwaves, drought,
floods and dust storms are projected to become more frequent and severe. This could result in
increased water shortages, flooding and subsequent challenges in food security and
biodiversity?20.

The closure of the Gaza Strip continues to hinder any chances of sustainable development and
increases investment costs. Within the West Bank, the restrictions on movement and access, the
non-contiguous control of land by the PA and the lack of access to Area C have led to the
development of insular economies and increased poverty. Restrictions on economic activity
in Area C, where the majority of the West Bank's natural resources is, have been particularly
detrimental to the Palestinian economy.2! The closure of the Gaza Strip has further affected its
once vibrant export sector. Economic ties between the West Bank and the Gaza Strip have

20 https://www.un.org/unispal/document/state-of-environment-and-outlook-report-for-the-opt-2020-un-
environmental-program-report/

21 The alleviation of today’s restrictions on Palestinian investment, movement and access in Area C could bring about
significant expansion of many sectors of the Palestinian economy. Relatively conservative estimates show that the direct
gains, in terms of potential value added in these sectors, would amount to at least USD 2.2 billion, equivalent to some
23%f 2011 Palestinian gross domestic product. World Bank, 2014: 17

9|Page


https://www.un.org/unispal/document/state-of-environment-and-outlook-report-for-the-opt-2020-un-environmental-program-report/
https://www.un.org/unispal/document/state-of-environment-and-outlook-report-for-the-opt-2020-un-environmental-program-report/

today virtually disappeared, reinforcing Palestinian economic dependence on Israel. In
addition, this context hampered progress on potentially transformative issues such as solar
power development and grid connectivity in Area C, or control over the telecommunication
spectrum.

East Jerusalem, as mentioned above, is not only isolated from the rest of the West Bank and
Gaza Strip, but it is estimated that one quarter of the Palestinian East Jerusalem residents are
cut off from each other by the separation barrier2?, in addition to settlements and other barriers.
The increase in house demolitions and forcible evictions, as well as the continued pressure on
Palestinian educational and cultural organizations has a negative impact on the political,
economic and social situation in East Jerusalem. 23

Political and security uncertainties as well as the socio-economic impact of the COVID-19
pandemic weigh heavily on the sustainable growth prospects of Palestine. One in four
Palestinians lives in poverty. Poverty rates are higher in the Gaza Strip, East Jerusalem and
Area C, and refugees tend to be poorer, in particular those living in refugee camps. According to
the poverty survey carried out by the Palestinian Central Bureau of Statistics (PCBS) in 2017 -
the last one carried out - the poverty rates worsened in Gaza to 53% compared to 38.9% in
2011, but improved in the West Bank reaching 13.9% in 201724 compared to 17.6% in 2011. In
consequence of the COVID-19 pandemic poverty rates are estimated to have increased up to
30% in West Bank and 64% in Gaza in 2020.

Palestine was ranked 115th out of 189 countries in the 2020 Human Development Index. Based
on the 2020 Humanitarian Response Plan, 75% of the Gaza Strip’s population is in need of
assistance. According to the Association for Civil Rights in Israel (ACRI), 72% of all Palestinian
families in Jerusalem live under the poverty line, and 81% of Palestinian children.
Unemployment, especially among youth and recent graduates, is persistently high,
standing at 28% as national average ( 43% for females and 24% for males) according to the
latest data from the first quarter of 2021 (48 % in the Gaza Strip compared with 17% in the
West Bank).26 Unemployment among young graduates reaches a staggering 33.5%.

The Gaza Strip is facing a severe humanitarian crisis, which is affecting the access to
essential services and livelihoods of most residents, 1.5 million of which were in need of
humanitarian assistance in 2020.27 In 2018, 68% of the Gaza population was reported as food
insecure,?8 and in 2021, 48% were unemployed.2? Purchasing power has been reduced by the
decision of the Palestinian Authority to reduce the level of salaries for its civil servants and
other measures in Gaza Strip. In 2018 and 2019-20, the situation significantly deteriorated due
to the massive increase in Palestinian casualties in the context of demonstrations taking place
along the perimeter fence with Israel, and in 2020 and 2021 as well as due to the socio-
economic impact of the COVID-19 pandemic. The latter crisis put the already fragile health
sector under further strain.

Since the onset of the closure and restrictions, the Palestinian people in Gaza have
experienced 13 years of de-development, suppressed human potential and denial of basic

22 ACRI, 2015.

23 Al Haq, East Jerusalem Exploiting Instability to Deepen the Occupation, 2015.

24 The 2019 fiscal crisis as well as the COVID-19 crisis, in 2020, will most likely result in an increase of poverty also in
West Bank.

25 ACRI, 2019, https://www.english.acri.org.il/east-jerusalem-2019

?® State of Palestine Palestinian Central Bureau of Statistics, Labour Force Survey(January-March 2021)

27 Humanitarian Needs Overview 2020, https://www.ochaopt.org/sites/default/files/hno_2020-final.pdf

28 PCBS, Socio-economic Food Security Survey 2018, https://fscluster.org/state-of-palestine/document/sefsec-2018-

survey-preliminary-results

29 PCBS, Labour Force Survey 2019, http://www.pcbs.gov.ps/post.aspx?lang=en&ItemID=3666
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human rights3?. Gazan residents' access to basic rights like water and energy services continues
to be severely curtailed both in quantity and quality. Currently, 97% of the water drawn from
the aquifer is unfit for human consumption according to WHO standards. Approximately two
thirds of Gaza's population has no running water and there is insufficient electricity to treat or
pump out sewage. For most of 2018, electricity was available only for up to four hours a day,
increasing during 2019-20 to 8-12 hours. The provision of funds from Qatar for fuel alleviated
the situation in the short term, allowing households now receiving 8 hours a day of electricity; a
sustainable solution to the electricity crisis remains a priority.

Since the start of the so-called ‘Great March of Return’, in March 2018, and until its end in
December 2019, 33,141 people were injured and 322 were killed in Gaza3!. The decline of social
and economic conditions along with a chronic instability and exposure to violence is leading to a
mental and emotional distress of the population, with Palestinian adolescents having one of the
highest burdens of mental disorders in the Eastern Mediterranean Region.32 The May 2021
military escalation in Gaza has increased the need for mental health and Psychosocial Support
for adults and youth including structured psychosocial care for families.

The situation of refugees remains an unresolved final status issue. European support to refugees
is provided primarily via UNRWA. With more than 30,000 staff, UNRWA is the largest UN
operation in the Near East and a major employer in the region. The EU and the Member States
remain UNRWA'’s largest financial and political supporters. Created as a temporary agency,
seventy years later, the Agency continues to provide essential services for the well-being,
human development and protection of Palestine refugees, pending a just solution. The
agency played a significant role in providing shelter to the civilian population during the May
2021 hostilities by hosting the majority of displaced people in its schools, - some of which got
also damaged by the airstrikes, and by offering some basic services.

UNRWA operates one of the largest school systems in the Middle East, teaching nearly half a
million children in more than 600 schools. Among other services, the Agency also provides
around 9 million health consultations in its 143 primary health centers across the region every
year. Overall, UNRWA'’s operations provide a critical lifeline for millions of Palestine Refugees
and the Agency remains a key pillar of stability in the region. The decision of the US in 2018 to
cut its funds to UNRWA came on the top of an already unsustainable financial model and
contributed to an unprecedented financial crisis for the Agency to which it is still struggling to
adjust. A series of services provided by UNRWA were cut in the Gaza Strip, worsening the
already very fragile situation. Entering 2021, the financial crisis of the agency continues, despite
restoration of some US funding, with increased urgency to step up the discussion on a sound
financial model, prioritise and undertake reforms.

% https://unctad.org/system/files/official-document/gdsapp2020d1_en.pdf

31 Health Cluster Bulletin, November - December 2019

32 Health conditions in the occupied Palestinian territory, including east Jerusalem, and in the occupied Syrian Golan,
Report by the Director-General WHO, November 2020
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3. Joint Response - Joint Priority areas \

The EU aims to protect the viability of the two-state solution with an independent,
democratic, contiguous and viable Palestinian State, living side by side in peace and security
with the State of Israel. In order to support this vision, for more than twenty years, the EU has
supported, and envisages to continue to support, Palestinians and their quest for self-
determination through providing state building and development support.

Development funds cannot substitute the lack of political progress. This will be in particular
relevant in the context of the upcoming transformative recovery efforts in Gaza but also applies
to development work in Area C and East Jerusalem. Nevertheless, even in the absence of
tangible progress in the Middle East Peace Process, EU medium term development efforts will
become more strategic in the period 2021-24, building on the EU-Palestinian Authority Action
Plan and on the Review of modalities of EU engagement on the ground, in support of a two-state
solution that emphasizes the need to leverage EU support and incentivize reform with strategic
focus on:

i.  Promoting greater Palestinian control, autonomy and capacity to exercise responsibility
(“agency”) to prepare for future statehood;

i.  Supporting and leverage reforms that reinforce the Palestinian Authority’s
transparency, sustainability and accountability;

ii.  Ensuring that EU cooperation leads to sustainable development, and to greater self-
reliance and does not merely maintain a status quo of aid and economic dependence.

The EJS 2021-2024 also allows to align fully with key European priorities as being part of the
new European Commission’s Strategic Agenda, the February 2021 Southern Neighbourhood
Communication, and its associated Economic and Investment Plan,. In this view, the strategy
addresses several cross-cutting priorities such as:

i.  Supporting resilient, inclusive, sustainable and connected economies that create
opportunities for all, especially women and youth.

ii.  Supporting climate-neutral and green economies and promote principles
underpinning the green recovery agenda. Investing in green initiatives that improve air
and water quality, promote sustainable agriculture and preserve environmental systems
and biodiversity. Preference will be given to nature-based solutions.

iii.  Assisting our partners to become fit for the digital age. Embracing the digital
transformation by investing in businesses, research and innovation, empowering people
with the skills necessary for a new generation of technologies and designing rules to
match.

iv.  Assisting partners to mobilize significant financial resources in an innovative way
that maximizes the impact of public funds and “crowds in” private investment,
notably with an accelerated role out of the European External Investment Plan and
the related blending instruments.

V. Offering flexibility to align with the political, reform, and transformative recovery
framework for Gaza that will take shape towards the end of 2021.

Based on the above and following the experience of working together under the first EJS,
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European development partners will focus their programming on the following five Pillars that

best represent the confluence of European and Palestinian priorities. These Pillars are
closely interrelated:

Democracy, Rule of Law and Human Rights

Governance Reform, Fiscal Consolidation and Policy

Sustainable Service Delivery

Climate Change, Access to Self-Sufficient Water and Energy Services
Sustainable Economic Development

v W

The first two Pillars, 1 and 2, focus on building the capacity and credibility of state institutions
for a viable Palestinian State. Pillar 3 focuses on protection and service delivery to citizens,
particularly the most vulnerable and those most affected by the occupation. The last two Pillars,
4 and 5, focus on addressing the key climate change related water and energy security
bottlenecks and investing in economic opportunities and agriculture with clear attention to give
ownership, enable control and create opportunities for Palestinians, and particularly its
burgeoning young population.

As mentioned above in May 2021, the World Bank, the United Nations and the European Union
launched a Rapid Damage Needs Assessment (RDNA) that will inform stakeholders on the
overall physical damages, indirect economic losses as well as priority recovery and
reconstruction needs in the Gaza Strip. The 5 Pillar framework of the EJS 2021-2024 is expected
to be flexible enough to accommodate the outcome of this RDNA and to allow adjusting EDPs’
joint response to the respective political, reform and transformative recovery framework.

Human rights, gender equality and women’s empowerment, youth empowerment and
engagement, environment and climate change, and civil society empowerment are
mainstreamed within all five pillars. As such, the Pillars improve democratic governance inter
alia through strengthened and inclusive European and Palestinian partnerships with civil
society and the private sector, thus improving transparency and accountability of state
institutions. The approach also takes account of the EU’s Gender Action Plan III 2021-2024,
the Joint European Roadmap for engagement with Civil Society 2018-2020 and the EU
Human Rights and Democracy Country Strategy 2021-2024.

European development partners acknowledge that the PA only has limited control within
Palestine. As such, the five Pillar and five mainstreamed cross-cutting themes will be
supplemented by three additional principles:

(i) One land, one authority: the Pillars also cater for concrete interventions across the West
Bank, Gaza Strip and East Jerusalem. European development partners commit to address the
challenges posed by the fragmentation of the territory between Area A, B, C and East Jerusalem
in the West Bank, and between the West Bank and the Gaza Strip and its authority.

(ii) Support to Palestine refugees: European development partners will continue to provide
extensive support to Palestine refugees primarily through funding allocated to UNRWA and its
operations across the Agency's five fields of operations (West Bank, Gaza Strip, Jordan, Syria,
and Lebanon) while enhancing the agency’s reforms and, where appropriate, will include
refugees as beneficiaries in bilateral programmes.
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(iii) Emphasis on the humanitarian-development and security/peace nexus33i by building
on programme evaluation findings as well as applying a human rights based approach.

Pillar 1: Democracy, Rule of Law and Human Rights

Contributing to SDGs: 5 (Gender Equality); 10 (Reduced Inequalities); 16 (Peace, Justice and Strong
Institutions)

The lack of national elections in Palestine over the past 15 years has contributed to
widespread political apathy among the general population. More than 1 million Palestinians or
approximately 40% of registered voters have yet to participate in the election of their leaders,
while barriers to the participation of women, youth and persons with disabilities among persist.
A regular, free, fair and inclusive electoral process, is at the base of any democracy, thus
democratic renewal, including the holding of elections in the West Bank, including East
Jerusalem and Gaza Strip, remains a crucial step towards renewing legitimacy of national
institutions and reuniting Palestinians under a single, legitimate and democratic state, based on
the vital separation of powers.

The rule of law is a fundamental pillar of any state. Viable, capable and accountable
Palestinian Security and Justice Sectors are key elements of a future Palestinian State ensuring
that its citizens are safe and secure while living in peace alongside Israel. Moreover, a growing
body of evidence has demonstrated that the lack of safety, security and justice directly leads to
poverty and underdevelopment. Safety, security and justice are fundamental to ensure
economic development and the legitimacy of a state and to foster societal trust. The occupation
of Palestine and Palestinian internal political divisions contribute to a situation where the PA
Security and Justice Sectors face unparalleled complex arrangements and responsibilities, both
in terms of access and movement restrictions, as well as the multiplicity of legislative
frameworks and jurisdictions applicable to Palestinians and thus the fragmentation of avenues
to access justice.

This Pillar prioritises the re-integration of legal frameworks and of judicial institutions as soon
as the political environment (reconciliation) enables this. In Gaza, in the aftermath of the May
2021 hostilities, priority is given to improve access to justice, including combating gender-
based violence, and gender equality.

The Pillar is divided into three areas for cooperation: (i) democracy and electoral support (ii)
support to the Rule of Law (Justice and Security) and (iii) support to human rights. In these
areas, EDPs will focus on supporting the PA in the following reforms:

(1) European Development Partners will support the Central Election Commission of
Palestine (CEC) and other electoral stakeholders in conducting inclusive electoral processes
through enhancing transparency, strengthening institutional capacities, promoting the role of
media in elections and ensuring an active and engaged civil society. The overall aim is to
support the Palestinian electoral authorities in promoting a democratic environment conducive
to a participatory election and an engaged and expanded electorate. In particular, EDPs will
work with the CEC and Civil Society Organizations (CSOs) on the political participation of
marginalized groups through continuous trainings and awareness campaigns. Increasing the
civic trust in electoral processes and space for effective participation remains a priority for a
democratic and inclusive environment in Palestine.

Furthermore, EDPs will work with the electoral authorities to engage civil society actors, the
media and national electoral observers in the various stages of electoral processes, as well as

** The H-D-P nexus refers to more systematic and up-front coordination between humanitarian, development and
peace actors at headquarters and on the ground, among EU institutions, Member States and other relevant actors, in
full compliance with their respective mandates, roles and sensitivities
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enhance the capacities of the CEC and the Palestinian Legislative Council (PLC) with a view to
increasing the transparency, effectiveness and sustainability of political processes. European
engagement is also to enable the CEC to work together with all stakeholders in order to enhance
electoral processes, including by promoting the participation of women, youth and marginalized
communities in line with Palestine’s obligations under international human rights treaties and
conventions.

(2) Clarifying the legislative and institutional framework to ensure separation of powers,
independence of the judiciary and sustainability of the justice and security sectors. There is
still a need to design a comprehensive reform approach related to the sectors as well as to
clarify and define further justice and security sector governance including provisions on
cooperation and coordination between different justice and security authorities. Structural
organizational reforms are needed, in particularly for the Ministry of Justice to be able to fulfil
the full spectrum of its role and functions in order to improve governance, oversight and
accountability in the sector and meet international standards set for service provision, and
access to justice. It is also pressing to empower the Ministry of Interior to function as the sole
central authority for domestic governance and maintaining public order and allow for unified
decision making.

(3) Institutionalising a consistent policy and law-making process for government-
initiated legislation. Steps should be taken to establish and implement an effective,
transparent and participatory legislative process, i.e. through a consistent policy and law
making process, including a yearly legislative programme and systematic assessment of the
legal, social and economic impact of draft laws and legal initiatives, and consultations with
relevant stakeholders and civil society institutions. Laws also need to be checked on their
compatibility with the international human rights treaties to which Palestine has acceded and
arrangements have to be made to make the system work in line with international
requirements. Support in this area of work might be extended to the Parliament once elections
take place and a new Palestinian Legislative Council is formed.

(4) Strengthening the independence and competence of the High Constitutional Court
(HCC). With the goal to ensure that decisions are duly reasoned, enforceable and issued in
accordance with established rules and procedures and that access to constitutional justice is
clarified, support to the constitutional court should contribute to: aligning its law to
international standards to clarify jurisdiction, rules of procedure, means of accessing the Court,
including individuals’ right for direct application, and effects of the Court’s decisions, and
building the capacity of the HCC judges.

(5) Enhancing accountability and transparency of the security and justice sectors. The PA
Security Forces are large and consume almost one third of the PA’s budget. Addressing the
sustainability of the PA security apparatus will take time and will require steps to improve the
financial accountability of the PA Security Sector and sector-wide human resources
management. At the same time, there is a need for increased personnel, in particular women, in
both the Civilian Police and Judicial Police. With regard to oversight and accountability, as well
as from the point of view of increased transparency in the governance of both sectors, the ability
to investigate and prosecute cases of corruption with full transparency is key.

There is also a need to build an enhanced capacity to investigate and prosecute security-related
crimes while adhering to international standards of due process and the rule of law.
Administrative justice should be strengthened, including by establishing a two-tier judicial
system for administrative cases. Finally, transparency of the sector should be enhanced through
mechanisms for consultation and engagement with civil society and public access to
information. Assessment, evaluation and analysis tools should be used throughout the sectors
on accountability enabling continuous learning of administrative staff and personnel. Analysis
will thus help the strategic planning of accountability in PA.
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(6) Strengthening the protection and promotion of human rights of all Palestinians34,
including the most vulnerable groups like women, male and female children, persons with
disabilities LGBTIQ-people and people living in marginalized areas. While meeting the reporting
obligations is still critical, Palestine also needs to step up the implementation of the obligations
deriving from the human rights treaty accession. This will help to overcome current human
rights concerns, such as the right to a fair trial and accountability and transparency of the
security services. Since security, justice and human rights are closely interlinked, there is a need
for better cooperation and coordination between the security and justice sector, leading to
increased human-rights-compliant service delivery in both sectors.

Programmatically, this means prioritizing the enhancement of mechanisms to access justice and
improve the availability and quality of justice services. In particular, attention will be
maintained to supporting legal aid, both in terms of building a national mechanism and in terms
of contributing to service provision, as well as initiatives to improve the effectiveness of judicial
processes in line with fair trial standards, including access to lawyers. Support is also envisaged
to initiatives focusing on alternative modes of adjudication as long as they are in line with
international human rights law and standards.

Finally, the EDPs will aim to ensure continued access to justice, including e-justice initiatives, in
the context of humanitarian and other crises, such as the COVID-19.

This Pillar addresses several cross-cutting issues, including:

Public oversight of justice and security systems. CSOs play a key role in holding duty
bearers in the justice and security sector accountable and need to be supported in their
efforts to increase transparency, combat corruption and ensure respect of Palestinian Basic
Law and the independence of the judiciary as the foundations of good governance.

Gender and juvenile justice. The laws and regulations on women and family rights still
need alignment with acceded international treaties institutionalizing gender mainstreaming
in policy-making._Gender responsive planning and budgeting in line with the PA national
priorities for an effective government is also key. Moreover, women, families and juveniles’
access to justice and fair trail still needs enhancement. By applying a rights based approach,
emphasis should be placed on enhancing the human rights of those most at risk, such as
women and children. Notwithstanding the PA’s will and few steps taken to strengthen
gender equality and women's rights, women and girls continue to experience violence at
home and within the society. Finally, all security and justice institutions should better
include women in all aspects, such as at the frontline of service delivery as police officers,
prosecutors and judges.

Pillar 2: Governance Reform, Fiscal Consolidation and Policy (Macroeconomic
Support and Public Finance Management, Public Administration Reform and Local
Government Reform)

Contributing towards SDGs: 1 (Zero Poverty); 5 (Gender Equality); 10 (Reduced Inequalities); 11
(Sustainable Cities and Communities); 16 (Peace, Justice and Strong Institutions).

European development partners will support the PA priority to build effective, capable,
accountable, and responsive institutions, which are as fiscally sustainable as possible
within the current parameters. This will strengthen the ability of the PA to continue to
deliver improved public services in an equitable manner and to fulfil its obligations in
line with international human rights law, ultimately preserving the viability of the two-state

** Political advocacy towards Israel to respect international human rights obligation towards all Palestinian people is
complementary to the efforts mentioned in this document.
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solution with Jerusalem serving as the future capital of the two states.

The Pillar is divided into three sectors: (i) Macroeconomic Support and Public Financial
Management; (ii) Public Administration Reform; and (iii) Local Government Reform.

(i) Macroeconomic Support and Public Financial Management

The Palestinian National Development Plan 2021-2023 provides the PA with a framework for
reforms contributing to enhanced fiscal discipline, improved allocative function of the
government and provision of essential public services. It is also expected to support achieving
the PA’s fiscal objectives through improved and consequently applied budgetary principles,
policies and processes. The policy dialogue / financial cooperation focus from EDPs, including
the incentive based approach to EU funding, and in coordination with other relevant partners,
will focus on the following topics: macroeconomic framework, overall resource allocation,
Direct Financial Support, part of which conditional upon implementation of reforms;; the
activation of the relevant PFM working group; the setting of a PEGASE Steering Committee; the
entrustment of a Palestinian NGO for the external oversight of the reform process; a political
economy and budgetary analysis led by the Office of the European Union Representative
(EUREP). The focus would be on:

i.  Improved budget management, by reviewing the legal framework governing public
debt and designing/implementing a medium-term public debt plan.

ii. ~ Domestic Revenue Mobilization - in line with the PFM Strategy 2021-2023, by
broadening the tax base and improving collection mechanisms and tax compliance.

iii. =~ Expenditure Management and Controls - with further improvements to budget
expenditure management, financial control and cash management, management of
public sector wage bill, and amelioration of intergovernmental fiscal transfers.

iv.  Public procurement - by strengthening the procurement of institutions, developing,
and applying modern e-procurement tools, integrating ‘green’ and climate-friendly
criteria and capacity building in the area of public procurement, also in the
perspective to prevent corruption, consistent with the PFM strategy.

v.  Transparency, oversight of the budget and accountability - by aligning public sector
accounting and reporting to international standards (GFS 2014), eliminating the
backlog of financial statements and furthering inclusive and qualitative disclosure of
fiscal information to the public.

vi. Internal and external audit - by improving financial management and control
framework and managerial accountability in line ministers, departments and
agencies and strengthening the external audit function of the State Audit and
Administrative Control Bureau.

Programme-based Gender Responsive Planning Budgeting and financing of
national/sector policies - by gradually developing sector expenditure plans for the
sectorial strategies in place.

Further work will be conducted on dialogue/ triangulation on fiscal leakages issues such as the
electronic “e-VAT” system, implementation and upgrading of the economic part of the Oslo
Agreements enshrined in the Paris Economic Protocol including the transfer of customs
authority from Israel to the PA, and addressing impediments to proper transfer / transparency
of clearance revenues into the PA’s budget.

(ii) Public Administration Reform (PAR)

Since the inauguration of the 18t government in April 2019, administrative planning and public

policy development have come under the responsibility of the Prime Minister’s Office (PMO).
This was one of the measures undertaken by the government to bridge the gap between the PA
and its constituencies.
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The split between the West Bank and the Gaza Strip and the existence of two separate legal and
administrative setups continue to hamper the efforts for a comprehensive public administration
reform. The PA lacks a comprehensive public administration strategic framework for coherently
developing the different public administration areas and so far there has been no active public
body fully responsible for planning and administrative development. Specific issues are related
to the limited resources and institutional governance to deliver on public policies; the limited
inclusiveness, effectiveness and efficiency in public policy making and the limited transparency
and accountability.

The focus, in perspective, will be put on:

i.  Developing a strategic framework, which will guide the PA’s policy and PAR support for
the coming years, implementing a wider reform, beyond civil service reform, to build
effective, capable, accountable, and responsive institutions that are fiscally sustainable,
in line with the national priorities.

ii.  Administrative capacity development at the centre-of-government to strengthen policy
making, strategic planning functions, for ensuring well-planned, coordinated and
budgeted public policies, which will require a long-term training of civil servants at the
local and the central levels.

iii.  Re-organization and restructuring of public institutions for reforming the civil service to
ensure it is a modern, efficient, result oriented and merit-based and gender sensitive
gender budgeting. Working with the General Personnel Council to enhance its main
functions related to PA human resource competence based management and staff
development, and the Civil Service law and by-laws.

iv.  Improved service delivery through the simplification of administrative procedures,
promotion of best anti-corruption practices and systematic integration of digitalized
services that prompt enhanced e-governance to strengthen on-line services and
information sharing/communication aiming at greater transparency between citizens
and government.

(iii) Local Government Reform

Local Government Units (LGUs) form the backbone of public administration. They play a crucial
role in facilitating local development, delivery of services and supporting Palestinian state-
building. Legally mandated to provide 27 essential services, they are often the level of
government citizens interact with most frequently, impacting local living standards and
influencing public perceptions of the PA. Challenges have been further exasperated within the
local government sector with the recent Gaza-Israel conflict. This has resulted in the
destruction of essential infrastructure and obstruction of basic service delivery in Gaza.

While the sector has benefitted from a number of initiatives and programmes, it continues to
face considerable challenges: lack of fiscal resources, public-private partnership frameworks,
territorial and jurisdictional fragmentation, inadequate planning frameworks and lack of clarity
with regards to roles, responsibilities and relationship between central and local government.
However, work on the reform process is progressing, including the completion of the local
government sector strategy 2021-2023, in the first semester of 2021.

EDP actions will focus on:

i.  Utility bill collections rates, to be addressed in connection with interventions under
Pillar IV of this strategy.
ii.  Strengthening inter-governmental transfers to ensure LGUs capacity to plan and budget
for their needs. This is essential, as the former point, for LGU sustainability.
iii.  Efforts to ensure predictability of the financial transfers to LGUs, consolidation of the tax
base of LGUs through improved tax collection and revenues management.
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iv.  Efforts to foster inter-municipal cooperation (functional and institutional) and to merge
smaller LGUs are yet to be seen as more successful.
v.  Meeting basic infrastructure needs acknowledging that the establishment of distinct
authorities in West Bank and Gaza Strip hampers sector cohesion and performance.
vi.  Policy formulation, sector oversight and donor coordination beyond the EDPs group.
vii.  Policy dialogue to promote fiscal, legal and administrative reforms towards a greater
degree of decentralization.

Prioritizing needs from the 2021 Rapid Damage and Needs Assessment for Gaza Strip to ensure
that national level allocated budgets to local governments are utilized effectively for the
reconstruction.

In the context of the nexus approach, EDPs’ local governance support will reinforce the
institutional structure and will foster the shock responsiveness of Local Authorities and
communities by mainstreaming disaster preparedness and risk reduction.

This Pillar addresses several crosscutting issues. These include oversight of public policies,
also looking at the way gender and climate change (renewable energy, recycling and greening of
municipal services) are addressed including; client orientation of the PA, ensuring quality of
public services and support to the systematic integration of digitised services; Inclusive
approach in policy making, at central and local government level, access to information,
participation, accountability, awareness raising and transparency and support to civil society.

Pillar 3: Sustainable Service Delivery (Education, Health and Social Protection)

Contributing to SDGs: 1 (No Poverty); 2 (Zero Hunger); 3 (Good Health and Well-Being); 4 (Quality
Education); 5 (Gender Equality); 10 (Reduced Inequalities).

The right to social protection, adequate standard of living along the lifecycle and human
dignity are at the core of the PNDP National Priorities, as well as social justice, inclusive and
quality education, and inclusive healthcare coverage for all. However, the provision of and
access to quality services is limited by the PA's fiscal difficulties and geographical
fragmentation, affecting particularly services in Area C, East Jerusalem and Gaza. This was
further exacerbated by the COVID-19 pandemic that had dramatic consequences on vulnerable
households losing income and having even more reduced access to services.

Better EDP coordinated response along the humanitarian-development-peace nexus would help
ensuring sufficient fiscal space for social sectors spending in Palestine, as an immediate crisis
response but also during the recovery period (post crisis) and for the long term. At current
growth levels, the Palestinian population is expected to increase to 6.7 million by 2030,35 which
will in turn increase pressure on social services. Therefore, supporting the PA to ensure
equitable and inclusive access for all Palestinians, including Palestine refugees, to quality
social services remains a priority.

The Pillar is divided into three sectors: (i) support to the education Sector; (ii) support to the
health Sector; (iii) support to social protection.

(i) Education sector: European development partners support the right to education by
working together with the Ministry of Education and UNRWA in order to provide safe, gender
responsive, inclusive and equitable access to quality education for all boys and girls without
discrimination or exclusion, throughout the West Bank, including East Jerusalem, and the Gaza
Strip. European development partners' support is channeled through the Joint Financing
Arrangement and other modalities to the sector-wide development and reforms, enhancing
accountable and results-based management and governance, and aligning with the national

** https://worldpopulationreview.com/countries/palestine-population/
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policies towards safe, inclusive and equitable access at all levels. This includes supporting the
development of early childhood education, enhancing a student centered teaching and learning
pedagogy and environment, to all children including those with special needs, including through
digitalization and distance education, and improving the quality and relevance of vocational and
higher education, including their relevance to labour market needs and in line with
international UNESCO standards.

(ii) Health sector: European development partners will support the PA and UNRWA to
strengthen the health system, to reinforce the healthcare service provision and to improve
citizens’ health and well-being. The achievement of universal health coverage requires
reforming the government insurance scheme with financial risk protection for people who need
to use the services, improving efficiency in strategic purchasing, and rationalizing referrals
made to the Israeli health system. The primary healthcare system should adopt the Family
Medicine approach with integration of vertical services to ensure the continuity of care and
reinforce prevention programmes to better tackle non-communicable and chronic diseases and
multi-morbidity. In particular, gaps in service provision to people with disabilities, senior
citizens and gaps in psychosocial health and mental health provisions should be addressed. In
the next few years, interventions would increase support to mental health in light of the
consequences of the May 2021 Israel-Gaza Strip hostilities. In the short term EDPs will support
Palestine to cover partially the financial costs of the COVID-19 vaccination roll out, either
bilaterally or through the COVAX facility, and to deal with the pandemic.

Special attention will be given to ensure human resources development, real cornerstone of the
health system. Moreover, enhanced quality of local health services focusing on sexual and
reproductive health, especially for youth, comprehensive women and child healthcare,
improved equitable access to services for all, including marginalized groups, better emergency
services and a better control of environmental and social risk factors are envisaged as a way to
promote health as a fundamental human right. The health system will need to become resilient
to shocks and stresses. Special attention will be dedicated to strengthening the health system of
the Gaza Strip as well as to an adequate PA support to Gaza in all of the above-mentioned
aspects, including through the implementation of the nexus approach. East Jerusalem Hospitals
will continue to receive support as they account for the main referral hospitals for the
Palestinian population and as they are exposed to particular challenges due to the geographical
and political situation.

(iii) Social protection: Human rights principles and standards provide a framework for the
design and implementation of social protection programmes, services and policies. Supporting
PA reforms to enhance social protection floors and systems remains a priority for EDPs. In line
with the Social Development Sector Strategy 2021-2023, interventions will assist the PA to
reduce poverty and eliminate marginalisation, violence and social exclusion. This includes
regular and predictable financial contributions to the budget of the national cash transfer
programme for payment of social allowances, as well as supporting structural and policy
reforms implemented by the Ministry of Social Development to progress in the social protection
floors, taking into consideration intersectional gender inequalities and prioritizing persons with
disabilities and the elderly. In line with the nexus approach, the future support will be built on
greater collaboration, coherence and complementarity between humanitarian cash assistance
and social protection programmes. Notably cash assistance may be strengthened and will play a
critical role in addressing the increased vulnerability in Gaza Strip while emerging out of the
May 2021 military escalation.

Cross-cutting issues: Gender equality and women's empowerment, youth, and climate change
adaptation and mitigation will be mainstreamed to promote sustainable and rights-based
service delivery. The fulfilment of the rights of women and girls, children, youth, persons with
disabilities and the elderly will be subject to particular attention in addition to advancing the
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adoption and implementation of the family protection law. Gender-Based Violence prevention
and response will be a main focus. Gender-sensitive results measurement against specific
gender-relevant milestones with evidence-based targeting will be included in the Result
Oriented Framework.

Most of those cross-cutting issues are particularly acute in East Jerusalem and deserve specific,
tailor-made interventions. Poverty is intrinsically linked to environment degradation and can be
exacerbated by climate change. Addressing poverty and vulnerability has a direct positive effect
on people’s resilience to shocks and adaptation to climate change. Innovative and
transformative programmes that address more than one of these cross sectoral issues should be
given a priority in EDP support. Finally, in the framework of EU Digital for Development policy,
mainstreaming of digital technologies and services in social sectors will be promoted.

Pillar 4: Climate Change, access to Self-Sufficient Water and Energy Contributing to
SDGs: 3 (Good Health and Well-Being); 5 (Gender Equality); 6 (Clean Water and Sanitation); 7
(Affordable and Clean energy); 10 (Reduced Inequalities); 13 (Climate Action); 14 (Life Below
Water); 15 (Life on Land).

Under the Interim Agreement (Oslo II), signed in 1995, Israel kept control of over 80% of the
water resources in the West Bank. The agreement is still in effect although it was supposed to be
only an interim five-year arrangement. Given the population growth, limited access to water
and sanitation in the West Bank and the Gaza Strip is a growing concern, with the management
of transboundary waters a key unresolved issue. With regard to energy, Palestine is
fundamentally dependent on Israeli imports in a context of limited generation capacity and
constrained control over its land and borders.

In this context, EDPs will support climate change action, prioritizing the provision of self-
sufficient, equitable, affordable and sustainable access to energy, safe water and
sanitation services for all with the explicit target of improving access to water, energy and
wastewater services through a twin-track approach focusing on both sector reform and
infrastructure investments. There will be a particular emphasis on vulnerable and marginalized
populations, as well as the Water-Energy-Agriculture nexus and the Humanitarian-
Development-Peace nexus, with due consideration paid to the PA’s cluster approach.

European development partners will support Palestinian institutions and service providers to
identify and implement key infrastructure investments with fair and transparent procurement
processes, to improve the operation and maintenance of energy, water and wastewater
infrastructure, to carry out institutional development and reform to ensure sustainability, to
adopt and apply quality standards, to put in place an affordable and cost-covering tariff system,
and to improve collection rates as well as to increase eligibility to access climate funds directly.

The PA will also be supported to improve energy security and increase energy independence,
amongst others through developing renewable energy and diversifying energy sources for
example through import from Jordan and Egypt. Additionally, EDPs will support improved and
expanded access to electricity through better energy supply predictability and improved use of
renewable electricity generation and energy efficiency.

The European Investment Bank (EIB) will aim to finance access to clean energy and water
through support to infrastructure projects as well as via climate funds. Addressing climate
change issues, EIB aims to increasingly finance resilient infrastructure projects to promote
climate change adaptation, also through the provision of equity and quasi-equity instruments to
Micro, Small and Medium Enterprises (MSMEs) by investment funds.

This Pillar is divided into two sectors: (i) support to the Water Sector and (ii) support to the
Energy Sector and comprise both climate change, adaptation and mitigation measures.

21| Page



Complementary efforts will be made regarding solid waste management, recycling, waste to
energy and circular economy.

(i) Water sector: In response to policy priorities of the PNDP and on the basis of the Palestinian
Water Law, EDPs will continue to support national institutions, local government units and
service providers to improve the sustainable operation of water and wastewater infrastructure
(also via reform leveraged funding/incentive based approach) and the management of water
resources, including for agriculture. European development partners will also support
Palestinian counterparts to improve sustainable access to water supply and wastewater
systems by strengthening the institutional capacity of key water institutions to operationalize
the Water Law, notably establishing the National Water Company for bulk water management in
West Bank and Gaza Strip, consolidate regional water utilities for water distribution and set
Water Users associations for treated waste-water reuse.

Together, they will identify and implement key infrastructure investments such as the Gaza
Central Desalination Plant Programme, mainly contributing, but not limited to bulk supply
systems, the rehabilitation and construction of water wells and distribution/collection systems,
sewerage networks, desalination and wastewater treatment plants.

(i) Energy sector: In response to policy priorities of the PNDP, EDPs will focus on providing
access to affordable, reliable and resilient energy services to end consumers - including
mainstreaming cleaner and more sustainable energy practices, such as Gas 4 Gaza (G4G);
improving the financial sustainability and regulation of the energy sector especially by
consolidating the institutional set-up and capacities within the electricity sector; adopt the
necessary reforms of the hydrocarbon sector (leveraged by EU funding); putting forward
specific policies and innovative actions to promote the green economy; and enable access to
energy services for marginalized groups and participation in the decision-making process.

This Pillar addresses several cross-cutting issues. By connecting peripheral communities in the
West Bank to water networks and centralized wastewater treatment plants, as well as focusing
on the Gaza Strip, European development cooperation is giving priority to marginalized
localities and low-income areas. The PA sets the adaptation to climate change as a priority in the
PNDP to achieve sustainable economic development, which underscores the need to continue
focusing on the expansion of wastewater management and treatment meant for reuse. EDPs
also aim at promoting gender participation equality and equity at the policy level, the
institutional level, and in project planning processes at the local level. EDPs also support the PA
to implement recommendations related to public health, water and sanitation, in particular in
relation to the International Covenant on Economic, Social and Cultural Rights and the
Convention on the Rights of the Child.

Pillar 5: Sustainable Economic Development (Private Sector Development and
Trade, Agriculture, Labour)

Contributing to SDGs: 1 (No Poverty); 2 (Zero Hunger); 5 (Gender Equality); 8 (Decent Work and
Economic Growth); 9 (Industry, Innovation and Infrastructure); 10 (Reduced Inequalities); 12
(Responsible Consumption and Production); 15 (Life on Land).

The Palestinian economy has been severely affected by the occupation and the uneven
implementation of the Paris Protocol, as well as by the COVID-19 pandemic. Consequently, it
has experienced major structural distortions. It is heavily dependent on donor support, the
public sector, private consumption and trade with Israel. In addition, access to natural resources
and property is limited and exposed to gender-based discrimination. EDPs will address these
issues in accordance with the objectives set out in the Palestinian National Development Plan.
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The cluster approachs3¢é, developed by the Palestinian Authority to enhance economic
development and independence, will serve as a reference. Five pilot clusters have been selected
and will be supported along with other potential clusters to strengthen their competitiveness in
order to increase their market share on local and export market. EDPs will promote
sustainable, social and gender-inclusive private-sector-led development, as well as
equitable and sustainable access to natural resources. Economic, social and
environmental sustainability will play an important role in promoting a responsible
private sector.

This Pillar is divided into three sectors: (i) Private Sector Development and Trade;
(ii) Agriculture, and, (iii) Labour.

(i) Private Sector Development and Trade: The private sector is the fundamental driving
force behind the Palestinian economy, bringing in a sustainable contribution to economic
growth and job creation. Yet, the Palestinian private sector is characterised by a small number
of large holding companies and many small sized firms with limited productivity, low
investment and scarce competition. Nevertheless, local entrepreneurs demonstrate remarkable
capacity to adapt to the wide-ranging political and economic constraints and uncertainties.

The Palestinian private sector faces many challenges and a multi-layered system of physical,
institutional and administrative restrictions deployed by the Government of Israel. It includes
restrictions on access and movement of goods, services and persons, the non-contiguous control
of land by the PA, limited access to Area C, as well as an environment that is generally
unconducive to business. Regarding trade, an internationally competitive private sector is key
to the success of the Palestinian economy but for now access to export markets remains limited.

The share in the economy of manufacturing and agriculture, the two core sectors producing
tradable goods, has shrunk considerably over the last decades. The percentage value of exports
to GDP of the lowest in the world. According to the World Bank, “the trade and movement
restrictions have created a high risk of disruption in projects or trade and have kept investment
levels low, resulting in a bias towards non-traded services which have less potential for
productivity growth.”3” In general, unpredictability of the political situation represents a
structural destabilising factor. Access to capital, land, labour and entrepreneurial opportunities,
are still characterised by widespread gender bias.

Acknowledging the boundaries within which the PA operates as a policy maker and regulator,
EDPs will focus on: creating an enabling business environment; building a path towards an
innovative and digital economy with an emphasis on both digital infrastructure including mega
projects like fiber to home as well as regulatory changes; favouring the transition from the
informal to the formal sector; improving private sector competitiveness; supporting access to
finance; diversifying Palestinian trade and supporting access to local and international markets,
particularly European; promoting innovative approaches such as linking universities to the
private sector; improving the participation of women and youth in the economy; promotion of a
green economy. Supporting the digital economy could also be driven through establishing
linkages with European counterparts in the outsourcing domain.

Specific attention will be given to the role of the private sector within the framework of the
Nationally Determined Contributions to climate change mitigation and adaptation.

A particular focus will be placed on trilateral cooperation in trade related areas such as transfer
of customs authority and bonded warehouses.

36 Clusters are geographic concentrations of are groups of companies sharing local resources, using similar
technologies and are forming linkages and alliances and so creating a supportive environment of “coopetition”.
37 World Bank Report to the AHLC, September 2019
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The experiences being piloted in Gaza Strip through economic resilience interventions, are
expected to provide a better understanding of the dynamics and processes affecting the
humanitarian-development-peace nexus of vulnerable communities, setting the ground for
larger, better targeted and more effective economic measures.

Recognising MSMEs as the backbone of the Palestinian economy, the European development
banks’ operations in the financial sector e.g. loans/guarantees to banks and microfinance
institutions, coupled with technical assistance support, will play a key role in promoting and
supporting access to finance especially to micro enterprises - representing 88% of total
enterprises in Palestine - in order to improve livelihoods and sustain jobs. In addition, private
equity funds will be an important instrument that will provide the necessary risk capital to
support and accelerate MSMEs’ sustainable growth in line with the Palestinian priorities. The
private sector will benefit from the partnership between European Donors and European
Development Banks in the context of the roll-out of the External Investment Plan.

(ii) Agriculture: preserving the land from annexation and generating employment and income
are the political and economic reasons to support the agriculture sector. In addition Its
contribution to steadfastness, food security, livelihood resilience, economic growth, and social
stability is essential to the future of Palestine.

European support will combine three approaches. First, EDPs will facilitate the conditions for
equal and fair participation of small farmers in a competitive market-oriented system, through
reform of production groups and cooperatives and provision of investment incentives. Second,
EDPs will support improving the capacity of the public sector and private businesses to produce
and process agricultural products according to international standards. EDPs will also facilitate
the sustainable use of natural resources in line with policies and plans included in the Nationally
Determined Contributions, such as the adoption of climate-smart production practices and
more resource-efficient post-harvest processing practices in agricultural value chains. EDPs
seek to contribute to two of the main goals of the PNDP by supporting a value chain approach as
the basis for economic growth and improving sustainable access to natural resources. Finally,
part of the EIB microfinance operations may support the agricultural sector, particularly smaller
farmers.

Improvements in the area of strategy and planning such as the review of the National Strategy,
of the Food and Nutrition Security and Sustainable Agriculture National Investment Plan, as the
product of the National Committee for follow up on SDG 2 (“Zero Hunger”), are useful tools for
prioritisation and joint programming,.

(iii) Labour: The Labour Sector in Palestine is facing a variety of challenges. An unstable macro-
economic framework, due to the Israeli occupation and restrictions as mentioned earlier, a
private sector unable to create enough job opportunities, movement restrictions for labourers,
weak labour policies and laws, a mismatch between the capacities demanded by the market and
those provided by educational and training institutions are all factors contributing to a
persistently high unemployment rate (28% for Q1 2021), especially affecting young people,
women and university graduates.

The overall objective of European support is to support the policies of the PA aiming to create
jobs, especially for young people and women, by strengthening technical and vocational
education and training (TVET), matching labour market demand and supply, promoting social
and environmental sustainability, improving the quality of employment services, improving
framework conditions for entrepreneurship and a supporting and enabling economic
environment.

The strengthening of TVET is a national policy priority in Palestine that still faces some
challenges. So far, the TVET system has not been able to adequately prepare young people for
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the labour market. This is largely due to the fact that training courses offered do not meet the
demands of employers, a lack of capacities of the teaching personnel, institutional
fragmentation of the TVET system, as well as poor coordination. A closer cooperation and
regular exchanges with the private sector are paramount. TVET personnel should be further
qualified. The newly established TVET commission is mandated to provide a coherent
Palestinian TVET governance. EDPs active in TVET will support this process and contribute to
the strengthening of the system.

European development partners will be contributing to labour sector policy advice, practice
oriented TVET, employment promotion measures and specific support to the employment
potentials of the cooperative sector.

Monitoring and Evaluation

The EJS 2021-2024 includes a Result Oriented Framework (ROF) to monitor its implementation
against agreed results and related indicators, which are aligned to the Palestinian National
Development Plan (PNDP) and its Sectoral Strategies. For this reason, European development
partners contribute to the monitoring and evaluation of the PNDP. An annual ROF report is
prepared under the coordination of EUREP and with the contribution of EDPs sector Leads. It
includes a narrative report and sector tables with updated data from various relevant sources of
verification. Existing bilateral review mechanisms of European partners will complement this
joint monitoring and evaluation mechanism.
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4. Joint Support Measures - CSO support \

ii.

iii.

Building on the joint European Roadmap for Engagement with Civil Society in Palestine 2018-
2020, the European Union and its Member States, together with Norway and Switzerland, will
develop a common approach for support to CSOs. This common approach emphasises the
importance that the European Development Partners attach to the role of civil society in policy
development and in monitoring the implementation of policies and laws. This is all the more
important in the absence of functioning democratic governance structures and adequate
representation for Palestinians. Efforts to enhance the integrity, transparency and
accountability of public institutions are vital, and civil society has a crucial role to play in this
context.

The role of civil society in ensuring transparency and accountability has also to be seen in light
of the territorial, legal and political fragmentation affecting Palestine. In this fragmented
context, CSOs in Palestine are increasingly marginalised by all three duty bearers: The
Government of Israel, the Palestinian Authority and the de facto authority in the Gaza Strip.
Their space to operate in Palestine is being challenged from new and different angles, including
financial, political and cultural pressures as well as violence and intimidation.

The objective of European support is therefore to help creating an environment where CSOs are
able to fully play their legitimate role in Palestinian society not only as service providers, but
also as advocates and watchdogs. This objective illustrates the importance of European
engagement in contributing to an enabling environment for civil society and strong, inclusive
and democratic Palestinian institutions, based on the Rule of Law and respect for Human Rights.

The common approach aims to address the multiple challenges faced by CSOs and includes the
following priorities for engagement:

Shrinking space for civil society and citizens:

e Promote and strengthen the enabling environment and space for CSOs;

e Reinforce the representation of citizens' rights and voices in the state-building agenda
and inclusive development plans;

e Foster a common, coherent approach among EDPs and adopt and promote a policy
against public defamation.

Participation of CSOs in policy-making:

e Strengthen the role of CSOs in policy-shaping at national and local level;
e Support civil society efforts to enhance their internal governance, transparency and
accountability as well as to counter incitement to hatred or violence.

Political environment:

e Enhance connectivity, joint analysis and actions between the representations of the EU
and its Member States, together with Norway and Switzerland in Ramallah,
Jerusalem and Tel Aviv;

e Counteract incitement to violence.

In addition, EDP’s will support civil society organizations in the identification of sustainable
funding models and in increasing engagement in environmental and climate justice. European
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Development Partners commit to ensure continuous engagement with civil society in Palestine
through a structured dialogue.

Team Europe Initiative: Sustainable Growth, Jobs and Resilience

Based on the European Joint Strategy for Palestine, reflecting a joint analysis with the European
Development Partners, consultations with local authorities, development finance institutions
and private sector, a Team Europe Initiative was identified: Sustainable Growth, Jobs and
Resilience. This Initiative, under Pillar V of the EJS is considered as one of the main area where
European development partners can have a substantial impact by joining forces and respective
programming and policy dialogue efforts.

The proposed approach is in line with the key policy areas proposed by the New Agenda for the
Mediterranean, namely priority #2 (Strengthen resilience, build prosperity and seize the digital
transition) and # 5 (Green transition: climate resilience, energy and environment); and
develops further the programmatic area identified for Palestine as part of Flagship 5 -
Connected economies.

The initiative intend to contribute to Palestinian sustainable and inclusive economic
development, based on the opportunities jointly identified, while providing a comprehensive
socio-economic response to the impact of COVID-19 and to the recovery needs generated by
May 2021 Gaza hostilities.

Context

e Palestine is a lower middle-income country operating under occupation that has been
severely impacted by the COVID-19 pandemic. 2018 income per capita reached USD 3,562,
with a growing difference between West Bank (USD 5,044) and Gaza Strip (USD 1,541).

e The COVID-19 pandemic is having a severe negative impact on the Palestinian economy.
Measures to contain the pandemic have been efficient but contributed to sharp declines in
economic activity. According to estimates, real GDP decreased by 11.6% in 2020.

e Palestine’s economy suffers from the Israeli occupation, with risks and uncertainties
resulting from restrictions to movement of people and goods, physical destruction,
restrictions to access to land, natural resources, lack of control of borders and unstable and
complicated institutional environment determined by the Paris Protocol and Military
Orders.

e The recurrent conflicts in Gaza threatens to further impact negatively the economic
situation in Gaza Strip and accelerate the de-development process.

o Constraints to investment and trade generate a low-income and low-growth economy,
resulting in high rates of unemployment (26%, of which 15% in WB, 49% in Gaza) and
poverty (24% living below poverty line overall; 9% in WB, 46% in Gaza).

e A fragmented and complex business legal and regulatory environment (117t out of 190
economies in the 2020 Doing Business report) compels firms to navigate through different
frameworks, posing important barriers to foreign investors.

e Access to finance, notably for MSMEs, is considered as one of the key constraints for
private sector development: risk aversion of the banking sector, lack of adequate financial
products, services are the main bottlenecks.

e The renewed PA’s National Development Plan, contains three pillars describing the
strategic direction of the government: path to independence; government reform; and
sustainable development. The economic dimension of the “sustainable development” pillar
is firmly grounded into a policy of “economic independence” that is expected to be achieved
through a sectoral strategy built around the concept of economic clusters, industrial
development, focus on SMEs, digital, job creation for youth and improved business
environment.
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e The European Joint Strategy (EJS) 2021-2024 provides a framework through which
European support is coordinated with Palestinian partners in line with the Palestinian
National Development Plan. Pillar 5 of the Joint Response Strategy aims to support
Sustainable Economic Development (Private Sector Development and Trade, Agriculture,
Labour).

e In order to accelerate the roll-out of the EU External Investment Plan, the EU-Palestine
Investment Platform has been established in 2020, with the objective of promoting
inclusive growth, job creation and sustainable development, leveraging finance and
fostering policy dialogue on investment-climate reforms.

e The translation of the external dimension of the ‘European Green Deal’ and the principles
underpinning the green economic recovery agenda in Palestine is considered as a priority
for all EDPs, notably by supporting the development of a Green economy, supplying clean,
affordable and secure energy, while developing a more sustainable, inclusive, and resilient
growth model.

Team Europe Initiative

The proposed TEI Sustainable Growth, Jobs and Resilience translates the joint analysis and
programming put forward by European Development Partners within the framework of the EJS,
into a set of consolidated interventions. The package of interventions is mirrored in the
structure of the Result Oriented Framework of the EJS, reinforcing the added value of joint
programming, through better defined efforts of joint implementation, monitoring and
communication. It will provide a critical benefit in terms of synergies and visibility of EDP
interventions.

TEI builds on the following key objectives: improving the business environment thanks to a
more solid policy dialogue framework; mobilizing financial instruments in synergy with EDPs’
own programming; ensuring a policy-first approach to sectoral and/or thematic support;
promoting resilience along the humanitarian/development nexus, seeking for
complementarities with opportunities made available by EDPs working in the Labor/TVET
sector.

The TEI will be implemented through 6 main components, namely:

1. Policy dialogue on business environment providing targeted support to foster reforms,
develop strategies and implement them (EU in the lead, with SE, NL, DE, AT). The process
has been launched in line with the Result Oriented Framework, Pillar 5 definition, and
monitoring with Ministry of National Economy. It encompass structured dialogue with the
PA, the private sector and triangulation with Israel in relevant areas.

2. Mobilization of finance and investments through the EU-Palestine Investment Platform,
coordinating European Financial Institutions (EFIs), PA and Palestinian financial sector for
enhanced support to private sector. The four main active EFIs (EIB, EBRD, AFD/Proparco,
KfW) are already active in Palestine and have expressed their interest to better coordinate
and expand their interventions with EU support. An acceleration of the roll-out of the EU
External Investment Plan, with a strong focus on MSMEs support (notably for COVID-19
recovery) and Green Economy is ongoing with the mobilization of new European actors (NL,
SE, IT, BE).

3. Trade programme (EU, NL, DE, FR) with enhanced coordination amongst respective
interventions on issues related to policy, standards, quality infrastructure, export,
competitiveness, physical infrastructures. It also includes reinforcement of trilateral
dialogue to facilitate Palestinian trade and the implementation of Confidence Building
Measures between Israel and Palestine.
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4. Green economy programme led by DE (through GIZ) in partnership with EU, supporting
the development of a Green Hub, promoting competitiveness through green investments,
matching supply with demand for green finance, implementing targeted policy
interventions, serving as facilitating and coordinating platform with BE, IT, FR.

5. Digital economy programme complementing and enhancing current sectoral interventions
of EU, NL and SE, open for scale up. It comprise the design and implementation of a joint
Digital Response Strategy, with private sector-focused responses, along the five key areas of:
digital infrastructures, digital platforms, digital finance, digital entrepreneurship and digital
skills.

6. Entrepreneurship and economic resilience, coordination and scale up of current
interventions of BE, AT and EU, promoting humanitarian/development nexus, sustainable

livelihood, poverty graduation, and youth entrepreneurship (BE, DK).

Coordination and synergies will be sought Under EJS Pillar V, between Labor and Private Sector
interventions, notably with Labor/TVET programs by DE, BE, AT, FR.
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6. Indicative Multi-annual Financial Allocations by Donor and Sector

for 2021-2024s3s
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Austria
4 5.4 7.6 0.2 17.2
Belgium 6 5 26 43
Czech Republic
114 165M 420 M
DKK 171M DKK DKK DKK MDKK | 444 M DKK
Denmark
Note: The figures are subject to parliamentary approval and the Government’s prioritisation in the
forthcoming Danish finance bills
214 - 169 - 158 - 304 -
39 - - -
EU 23-28 214 - 261 261 206 193 371 45-55 1250
21 M€ 20 M€ 6M€ 47M€
Finland
Note: Subject to Parliamentary approval and formal funding decisions
France
94 25 28 80 25 252
Germany
Ireland
Italy
Lithuania
Luxembourg
Malta
Netherlands
23.2 44 8 0.6 75.8
Norway
Poland
. . . 100M€
. Note: Info not available as depending on yearly planning of State and
Spain Regional Governments Aid (2020-
g 2024)
Sweden
Switzerland

38 In EUR million in general or as specified.
39 This allocation is based on a non-confirmed assumption of roughly EUR 310 million per year, similar as in the
period 2017-2020.
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7. Joint Results Framework \

See Annex

Acronyms and abbreviations

ACRI Association for Civil Rights in Israel
AFD Agence Frangaise de Développement
AHLC Ad Hoc Liaison Committee

ATCA Anti-Terrorism Clarification Act

CEC Central Elections Commission

CSO Civil Society Organisation

DFI Development Finance Institution
EDPs European Development Partners

EJS European Joint Strategy

EIB European Investment Bank

EIP External Investment Plan

EU European Union

EU MS European Union Member States
EUREP Office of the European Union Representative
GDP Gross Domestic Product

GFS Government Financial Statistics

HCC High Constitutional Court

ILA Israeli Land Authority

LGU Local Government Units

MENA Middle East and North Africa

MEPP Middle East Peace Process

M&E Monitoring and Evaluation

MS Member States

MSME Micro, Small and Medium Enterprises
NGO Non-Governmental Organisation
NPA National Policy Agenda

oPt occupied Palestinian territory

PA Palestinian Authority

PAR Public Administration Reform
PEGASE Palestino - Européen de Gestion et d'Aide Socio-Economique
PFM Public Financial Management

PHC Primary Health Care

PLO Palestine Liberation Organisation
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PLC
PMO
PSD
ROF
SDG
SME
SUNREF
TAIEX
TVET
UN

US

USD
UNESCO
UNRWA
VAT

WB
WHO

Palestinian Legislative Council

Prime Minister’s Office

Private Sector Development

Results-Oriented Framework

Sustainable Development Goals

Small and medium-sized enterprises

Sustainable Use of Natural Resources and Energy Finance initiative
Technical Assistance Information Exchange programme

Technical Vocational Education and Training

United Nations

United States

United States Dollar

United Nations Educational, Scientific and Cultural Organisation.
United Nations Relief and Works Agency for Palestine Refugees in the Near East
Value-Added Tax

World Bank

World Health Organisation
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