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n Wednesday, April 22, 2020, the Palestine Economic

Policy Research Institute (MAS) held a roundtable session

via videoconference to present the preliminary results of its

research on the scale of the economic cost of the COVID-19

pandemic and the ensuing emergency measures in the West

Bank. Since the onset of the crisis, MAS has commenced
several studies, some of which base their calculations on the World Bank’s
computable general equilibrium model of the Palestinian economy to simulate
the conditions of the crisis and its potential effects.

Due to the uncertainty over how the pandemic and emergency measures
will progress, MAS researchers modeled their effect through two possible
scenarios. The analysis excluded the Gaza Strip, as insufficient information
is available regarding the nature of restrictions and the behavior of the Strip’s
economic sectors.

In the first scenario, the emergency measures would be lifted a month and

a half after the lockdown ordered by the Prime Minister on March 22. The
assumption is that by that time, the Palestinian government would have
contained the spread of the virus in a way that would allow life and economic
activity gradually to return to normal. In the second scenario, the Palestinian
government would have to extend the restrictions on economic activity for
another month and a half. This scenario assumes that after this extension, the
restrictions would be removed gradually, but at a slower pace than in the first
scenario.

In the first scenario, the West Bank’s 2020 real GDP would shrink by 20.3
percent from the baseline scenario, representing a loss of US$2.920 billion in
current prices. In the second scenario, real GDP would shrink by 35 percent
or US$5.028 billion in current prices. In the first scenario, government
spending would decrease by 15 percent, coupled with a 23 percent decrease
in government revenues, whereas in the second scenario, the government
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Palestinian workers returmng from Israel arrive at a testing site for the coronavirus disease (COVID-19),
outside the Israeli-controlled Tarqumiya checkpoint near Hebron in the Israeli-occupied West Bank on

March 26, 2020. Photo by REUTERS/Mussa Qawasma.

reduce losses, spare livelihoods, and
allow all communities and sectors to
survive the crisis.

The researchers were very careful

in calculating the potential losses,
taking into consideration the severity
of the lockdown restrictions for
every economic sector, the decrease
in the number of workers in Israel
and the settlements, international
restrictions on exports and imports,
the slowdown in cash flow to
Palestine, and the decline in the
number of Palestinians who live in
Israeli territories yet regularly shop in
Palestinian markets throughout the
year. With these determinants, the
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results of the computable general
equilibrium model show the size of
the coronavirus-triggered economic
loss and compare it with the baseline
scenario, whereby the West Bank’s
economy would otherwise have
grown at the same rate it recorded in
2017-2019.

The researchers could not take into
consideration the measures that

the government has taken since
April 22 to ease the lockdown. Their
assumptions in the first scenario
largely reflect this partial removal,
as they assumed already that
emergency restrictions would be
lifted by 50 percent in the two weeks
following the end of the emergency
period, and that such restrictions
would finally be lifted for most
economic sectors after this period,
except for accommaodation, food
services, and public transport.

The results also estimate the
change in added value for the

main economic sectors. In the

first scenario, transportation,
warehousing, accommodation, and

Sustaining the Palestinian Economy

restaurant services — the activities
under strictest restrictions — would
be the most affected industries. In
the second scenario, the mining

and quarrying, manufacturing, and
construction sectors would be the
biggest losers. Meanwhile, the added
value for the agricultural sector
would decrease slightly compared

to the other sectors. Agriculture has

continued to record a high demand
from consumers and has seen the
least restrictions; it is still a trump
card for sustenance when other
economic activities deteriorate — a
sobering reminder of the not-so-
dissimilar economic shocks to the
economy during the second Intifada.

TESTIMENIES

Companies and individuals working in software
development continue to perform their daily
duties as they work remotely, without affecting
the overall output or quality of work. While the
pandemic has not affected the workflow, it

has affected newly formed companies since
some investors have chosen to channel their
money elsewhere, causing the companies to
downsize. Compared to the overall economy,
however, the pandemic’s effect on the IT industry
might be the lowest. As software developers in Palestine, we keep up with
the latest technologies and tools available worldwide and can provide high-
quality work, competing with international companies (especially those in
Canada and the United States) and their on-site developers — while remaining
in Palestine. Considering how other sectors are affected by this crisis, it
looks like the Palestinian government should pay more attention to the tech
industry. Hundreds of teams in Palestine are still playing a pivotal role in the
advancement and development of international companies such as Microsoft,
Cisco, NVIDIA, and others. In short, we are still in the game!

Wajed Afaneh, senior technical team leader, Asal Technologies

You have stood by us in Hoping that together
the past...it is time for we'll overcome this

This Week in Palestine difficult period and get
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