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on the youth and marginalized groups. Within this framework, different forms
of funding, technical and marketing support can be given to these groups
based on the principle of partnership instead of giving loans, similar to a
number of successful experiences around the world.

Through the Palestinian Investment Promotion Agency (PIPA), the Ministry
of National Economy should adopt a number of preferential incentives in
the Investment Promotion Law to promote environment-friendly investments
and business enterprises.



employee productivity as a good step towards facilitating the imposition of
minimum wages.

* To transfer the amount of 57 million U.S. Dollars from the Value Added
Tax (VAT) revenues to economic empowerment allocations and health and
education funds. This (i.e. the 57 million U.S. Dollars) is the amount levied by
the Ministry of Finance in excess of what was mentioned in the Paris Protocol
which allowed the Palestinian side to impose a VAT of two percentage points
less than that of the Israeli VAT.

* Theeconomic integration of Palestinian refugee camps with their surroundings
by increasing the economic empowerment allocations for them.

* To stop the trend of public loans which are accompanying the ongoing
increase in the government’s debts in order to protect the future generations
from wasting their developmental capabilities by being obliged to pay back
their loans at any cost.

» To increase the allocations for the Ministry of Agriculture at the expense of
some exaggerated cost items in the General Budget; such as protocol and
supervisory expenditures, expenditures related to travels and governmental
vehicles, and payments to the accompaniers of Palestinian Authority
employees and to PA headquarters, furniture and petty cash.

* The assignment of any future excess employees to the Ministry of Agriculture
to enable this ministry to deploy and move their guiding staff to different
agricultural communities; and especially those in areas “C”.

» To increase the share of the Environment Quality Authority (EQA) from the
General Budget in order to maintain the future generations’ right to a clean
environment.

» To enhance the resilience of the Jerusalem Endowment and linking it to the
local and external Palestinian capital in order to consolidate the Palestinians’
steadfastness in the face of Judaization plans and settlements (which are
currently swallowing the Arab neighborhoods in East Jerusalem).

Fifth: Ministry of National Economy and Ministry of Local Government:

* Tointegrate the developmental efforts of these two ministries in the framework
of a joint central plan to activate the industrial and developmental branches of
the Ministry of National Economy and its bodies.

* To have these two ministries conduct a study to determine the relative
industrial benefits of Palestinian governorates in order to adopt the strategy
of establishing industrial complexes inside the borders of municipalities to
embrace the scattered, non-regulated and promising industries.

» It is recommended that these two ministries prepare a geo-economic study in
cooperationwiththeFederationofPalestinian Chambersof Commerce, Industry
and Agriculture (FPCCIA) in order to determine the ideal West Bank location
for acquiring land to host permanent exhibitions for Palestinian industries.

» To establish business incubators for entrepreneurial enterprises while focusing
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is the exact number of additional unemployed persons annually among the
workforce of the Palestinian Territories.

To qualify, train and empower the beneficiary groups of economic
empowerment programs in the ways of preparing market studies, economic
feasibility studies, analysis of the investment environment and the different
technical, production and marketing aspects to guarantee the sustainability of
these programs.

To continue launching cash assistance programs for the neediest households
that are unable to work.

To separate the social development allocations (both the cash assistance part
and the economic empowerment programs) from any extraneous financial
expenditures that are attached to the Ministry of Social Development.

To increase the allocations for Jerusalem in the cash transfers made by the
Ministry of Social Development. These transfers should be increased from
3.25 million U.S. Dollars in 2017 to at least 20 million U.S. Dollars in order
to control the substantial rates of poverty there.

Fourth: Ministry of Finance:
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To establish a higher national committee for launching the “Social Inclusion
Index” project in Palestine due to its great importance in achieving the goals
of the 2030 Global Agenda for Sustainable Development.

To coordinate the interventions of economic empowerment programs in the
relevant centers of responsibility (Ministry of Social Development, Ministry
of Labor, Ministry of Women’s Affairs and the Ministry of Agriculture).
This will help in determining the priorities for various areas, age-groups,
qualifications and the nature of projects that are needed to achieve success
(and especially amidst the multiple empowerment programs that are running
simultaneously through several ministries).

To make sure that the rationalization in public expenditures would not occur
at the expense of the Ministry of Health, Ministry of Education and Higher
Education (MoEHE) and the Ministry of Social Development.

Ensure the reallocation and rationalization of financial resources at the
excessively funded or inflated centers of responsibility in order to close the
social funding gaps.

To follow up the introduction and regulation of sovereign funds and
alternative funding sources similar to the higher education endowments and
the Health Insurance Fund, and to restructure the Lore Tax by putting it under
the mandate of the Ministry of Finance.

To recruit, train and qualify public sector employees through our accumulated
experience in the different fields of Public Administration, in order to enable
them to orient the training programs provided by the donors for private sector
facilities (and especially the small and medium-sized ones). This will reduce
the cost of training and qualifying laborers and technicians and will increase



the ministry’s recent orientation/concern for vocational programs which
qualify people to enter the job market.

To coordinate with the Palestinian Monetary Authority (PMA) to allocate 2%
of the banking sector’s profits (which were 150 million U.S. Dollars in 2017),
i.e. 3million U.S. Dollars annually, as part of the social responsibility payments
in order to establish investment endowments that support universities and
higher education institutions.

To restructure and rename the Lore Tax (In Arabic: “Daribat Al-Ma aref’) by
introducing an Education Tax in its place, and to have the latter tax encompass
the different Palestinian population areas under the mandate of the Ministry
of Finance, whereas this tax would be distributed on the Higher Education
Endowments Fund and the municipalities, in coordination with the Ministry
of Education and Higher Education.

To exert pressure on the Ministry of Finance to raise the ceilings of MoEHE
allocations by 2% in all years up to 2020, and to include the necessary
expenditure items for that purpose without forking out any MoEHE allocations
in any upcoming austerity plans.

Establish an independent fund for scientific research, and to have that fund
supervised by the MoEHE and the Ministry of National Economy.

To increase the share of East Jerusalem from the developmental expenditures
ofthe MoEHE. This share did not exceed 18.8% in 2018, and it should increase
in order to rehabilitate a number of facilities, laboratories, playgrounds, toilets
and libraries to improve the quality of education of Jerusalemite schools.

To designate a special cost item in the “Jerusalem Endowment Fund”, and
this item should be supervised by the MoEHE and can be utilized to support
the private and non-governmental schools in Jerusalem. This can enable them
to get rid of the support provided by the Israeli Municipality of Jerusalem,
thus empowering them to pursue the approach of the Palestinian MoEHE.

Third: Ministry of Social Development:

To exclude the Ministry of Social Development from any fiscal austerity
measures because these measures usually come at the expense of economic
empowerment programs.

The Ministry of Finance and the Ministry of Social Development must
formulate a joint strategic plan for social development as part of cash
assistance programs and allocations to correspond with the needs of the
formulated plans without having any gaps.

To have the Ministry of Finance commit to the infusion of 80.75 million U.S.
Dollars annually under the following cost item: “The economic empowerment
ofthe Ministry of Social Development, Ministry of Labor, Ministry of National
Economy, Ministry of Agriculture and the Ministry of Women’s Affairs”.
This will enable the creation of 17,000 new job opportunities annually, which



The previous points clearly show that the estimated funding gap in the centers
of responsibility that are directly related to justice and social inclusion (health,
education and social development) does not exceed 250 million U.S. Dollars
annually, i.e. not more than 5% of the total public expenditures. This can be
remedied through the efficient and effective reallocation of financial resources.
Therefore, the study has reached a set of recommendations on the level of
responsibility centers, summarized as follows:

First: Ministry of Health:

Preparation of an emergency plan to determine and become familiarized with
the expected shortcomings in the provided health services as a result of the
spending gap at the Ministry of Finance.

To increase the level of coordination with the Ministry of Finance and Ministry
of Planning during the preparation of strategic plans in order to avoid the
funding gaps that will inevitably lead to the forking out of operational and
developmental allocations.

To regulate the health insurance sector in cooperation between the Ministry
of Health, Ministry of Finance, UNRWA and insurance companies in order
to broaden the base of health insurance to have it include the largest possible
number of citizens.

It is important to establish a health insurance fund - such as a sovereign
investment fund - through the direct supervision of the Ministry of Finance and
Ministry of Health, in order to fill the funding gap of the Ministry of Health.

Second: Ministry of Education and Higher Education (MoEHE):

10]

To increase this ministry’s level of coordination with the Ministry of Finance
and Ministry of Planning during the preparation of strategic plans in order to
avoid the funding gaps that will inevitably lead to the forking out of Higher
Education allocations.

The Ministry of Education and Higher Education (MoEHE) must possess
a comprehensive vision of the sectors which are affected by the funding
gaps in order to formulate alternative plans that enable the various centers of
responsibility to arrange their priorities and actual needs.

To consistently spend at least 30 million U.S. Dollars annually on Higher
Education institutions in order to enable them to alleviate the financial
burdens of students.

To constantly increase the allocations for vocational education programs.
The previous years’ General Budget laws showed that the total operational
expenditures allocated for vocational education did not exceed 1.8% of
the total operational expenditures allocated to the MoEHE, whereas this
percentage increased to 2.6% in the General Budget Law of 2018. This shows



developmental expenditures from the total public expenditures of the Ministry
of National Economy and the institutions and bodies emanating from them did
not exceed 4.1% (at best) in the last ten years. This means that the administrative
and functional structures of these organizations were given precedence over the
productive and developmental ones.

Ministry of Local Government: By tracking the expenditure structure of
the Ministry of Local Government, we have noticed a significant increase in
the percentage of developmental expenditures, which reached 68.4% of this
ministry’s allocations in 2011. However, this percentage remained steady at
33% in 2017. Also, the structure of these expenditures was completely focused
on developing the infrastructure of municipalities and local councils without
allocating any expenditures for localizing and developing the scattered industries
in these municipalities and councils (and especially the industries of the non-
regulated sector), and without making use of their relative benefits through the
establishment of industrial complexes for small and promising industries inside
the boundaries of municipalities, or by founding permanent exhibitions of
Palestinian industries to familiarize Palestinian and foreign investors about the
Palestinian national products.

Ministry of Women’s Affairs: It would not be fair to hold the Ministry of
Women’s Affairs the full responsibility for the substantial decline in women’s
ability to enter the job market, climb up the career ladder or obtain fair salaries
and wages. Rather, this is the joint responsibility of all centers of responsibility
because of their failure to prepare gender-accommodating budgets. For example,
the level of unemployment among Palestinian women rose from 24.2% in 2008
to 47.8% in 2017 compared to 22.5% among males in the same year. Women’s
opportunities to climb the career ladder (i.e. being promoted to higher positions
in the hierarchy) also did not see any progress: the last ten years did not see
an increase in the percentage of women who assume the “General Manager”
position and above. In fact, this rate slightly decreased from 11.4% to 11.3% in
the period between 2008-2016 whereas the males dominated these positions in
a striking manner. On the level of salaries and wages, the phenomenon of salary
discrimination between males and females also grew in all public and private
sectors of the economy. For example, the average salary of females rose only
10% in the 2008-2017 period compared to a 27% increase among males in the
same period. It is also worth noting that the cost of living index (percentage of
annual increase in prices) rose by 18.3% during that period (2008-2017), thus
depriving the Palestinian women of their most basic right to a fair salary and
deepening the state of defect and marginalization in a manner which contravenes
with the basic principles of social inclusion.



662 million U.S. Dollars, whereas the gap between the actual spending and the
financial envelope was 105.9 million U.S. Dollars in the fiscal year 2017. This
means that a total of 19% of the overall financial envelope was forked out from
the operational and developmental allocations. Also, it is worth pointing out that
the strategic plans formulated by the centers of responsibility must be in line with
the holistic vision of the ministries of Finance and Planning, whereas the financial
deviations and gaps in these plans must not exceed reasonable and controllable
margins.

As for the other centers of responsibility which are directly related to the standards
of social inclusion and which did not yet achieve their medium-term strategic
plans (such as the Ministry of Agriculture, Ministry of Women’s Aftairs, Ministry
of Labor, Ministry of National Economy and the Ministry of Local Government),
it 1s possible to read the general results of their public spending structures by
examining the responsiveness of their expenditures to the improvement of the
life quality of marginalized groups, and this examination can be done by tracking
the ability of marginalized groups in creating work opportunities and sustainable
sources of income.

Ministry of Agriculture: The share of the Ministry of Agriculture from the
General Budget does not take into consideration that Palestine is an agricultural
country whose revenues from agricultural investments are declining, whose
farmers are among the poorest segments of its society, and whose risks related
to agricultural investments (such as natural risks, price-related risks or risks
related to the practices of the Israeli occupation) are ever-increasing. The actual
allocations for the Ministry of Agriculture decreased in comparison to the total
public spending from “medium” (0.7%) in the years 2008-2015 to as low as
0.1% in 2016-2017. Therefore, it seems that, following the decline of foreign
support, the fiscal austerity measures of the Palestinian government came (and
rather unjustly) at the expense of this ministry’s ability to implement its recently
declared developmental programs (establishing the “Palestinian Agricultural
Disaster Risk Reduction And Insurance Fund”) PADRRIF) and the “Palestinian
Agricultural Credit Institution” (PACI)) without enabling any of these programs
to duly perform their credit or insurance duties.

Ministry of National Economy: Despite that some developmental institutions
and bodies generated from the Ministry of National Economy (such as the
Palestine Standards Institution (PSI), Palestinian Investment Promotion
Agency (PIPA) and the Palestinian Industrial Estates and Free Zones Authority
(PIEFZA)) and despite that these institutions and bodies need to focus on
the developmental nature of their expenditure structure, the percentage of
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Higher Education and the Ministry of Health in their strategic plans of 2017-
2022 from one side, and the financial ceilings designated for these plans by the
Ministry of Finance from another side. This has directly and negatively affected
these ministries’ developmental programs that are related to the indicators of
justice and social inclusion.

Ministry of Social Development: The funding gap at the Ministry of Social
Development was 100 million U.S. Dollars in the last years (2017-2019)
combined. This gap reached its peak in the fiscal year 2017 which saw a funding
gap of 47 million U.S. Dollars, i.e. 1% of the overall public expenditures of the
General Budget of 2017. It seems that this funding gap came at the expense
of employment and economic empowerment programs and in favour of cash
assistance programs which, until now, failed to make any significant difference
in the levels of poverty and unemployment which actually saw a sharp rise in
recent years. A great example of this is the Gaza Strip, which received 72% of
the overall cash assistance, but the 2017 poverty rate in the Gaza Strip was 53%
and it was 13.9% in the West Bank in the same year. This constitutes an average
poverty rate of 29.2% in the Palestinian Territories, i.e. the highest poverty rate
in the last ten years. Also, the rate of unemployment in 2017 was 43.9% in the
Gaza Strip and 17.9% in the West Bank, with an average unemployment rate of
27.7% in the Palestinian Territories, which is the highest unemployment rate in
the last ten years.

Ministry of Education and Higher Education (MoEHE): The funding gap
between the financial envelopes and the financial ceilings at the Ministry of
Education and Higher Education in the years 2017-2022 was 593.6 million
U.S. Dollars, i.e. an average of 100 million U.S. Dollars annually. This does
not exceed 2% of the overall General Budget. Moreover, the gap between the
actual spending and the financial envelope in 2017 rose to 20% of the financial
envelope of that year (an amount of 208.5 million U.S. Dollars). In this respect,
it is worth noting that these gaps came at the expense of Higher Education which
was deprived of any financial allocations in the successive budgets because
the MoEHE’s spending priority is to promote compulsory education since it is
considered a right which was guaranteed by the Basic Law. This forced some
universities to increase their per-hour tuition rates (which negatively affected the
Right to Education standard) or to unnecessarily amplify their specializations
and university programs to improve their financial resources without giving
real benefit to the job market. It should also be noted that the needs of Higher
Education do not exceed 30 million U.S. Dollars annually.

Ministry of Health: The financial gap between the financial ceilings and
envelopes of the Ministry of Health Strategic Plan of 2017-2022 amounted to
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The paper came up with a number of outcomes pertaining to the public spending
structure and its relation to enforcing the standards of social inclusion. It was
seen that there is an increase in the gap between the current spending and the
developmental spending in the last ten years because the current spending
constituted 86.6% of the public spending structure of the last five years compared
to 84% between the years 2008-2012. This indicator shows the continuation of the
consumerist, relief-based approach in the Palestinian fiscal policies at the expense
of developmental spending, thus preventing the General Budget from creating
sustainable internal financing sources; and especially amidst the significant
decline in the foreign assistance and grants to support the current budget.

In terms of the distribution of public expenditures on a number of selected sectors
in the last ten years, it was found out that, on average, the Palestinian security
establishment receives one-fourth of the public expenditures, a share that is
equivalent to the total public spending on both education and health combined,
whereas the average share of the Ministry of Agriculture did not exceed 0.7% of
the total public spending. Also, the (central) allocations for the Ministry of Social
Development did not exceed an average of 5% of the total public spending. This
small proportion (5%) did not exceed that of the ministries of Local Government,
Labor and National Economy (including the Palestinian Industrial Estates and
Free Zones Authority (PIEFZA), Palestine Standards Institution (PSI) and the
Palestinian Investment Promotion Agency (PIPA)) whose share from the total
public spending in the last ten years was only 1.5%, 0.3% and 0.5%, respectively.

The paper also concludes that it is important to be mindful of the particular situation
of East Jerusalem which lacks a unified Palestinian administrative reference point;
and especially in the fields of health, education, aid/support and employment. For
example, when it comes to cash support programs, the share of East Jerusalem
does not exceed 2.2% of the total cash transfers made by the Palestinian Ministry
of' Social Development. As for the field of Education, it was seen that the true need
of Jerusalemites far surpasses the simple educational budget items included in
the General Budget since the city is currently undergoing a process of Judaization
such as the systematic plan to Israelize the Palestinian curriculums in the schools
belonging to the Israeli Ministry of Education and the [Israeli] Municipality of
Jerusalem, as well as some private and non-governmental schools.

It was noticed that there are funding gaps between all the financial envelopes
provided by the Ministry of Social Development, Ministry of Education and
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Towards a Governmental Spending Strategy that Takes Social Inclusion
Standards into Consideration

EXECUTIVE SUMMARY

The General Budget derives its economic ,political and social importance from
it being a highly controversial tool that substantially affects a government‘s
developmental plans .Through this budget ,a country‘s financial policies are
formulated both in terms of revenues and expenditures ,and through its programs
one can discern the real willingness of the government to improve the quality of
life of citizens.

Due to the absence of the party which represents the Palestinian citizens in the
monitoring of public funds] i.e .the Palestinian Legislative Council) PLC ,[(Civil
Society Organizations) CSOs (play a prominent role because they are based on
the society and the principle of participation and their main aim is not to intervene
in the formulation of governmental policies ,monitoring of their final accounts,
or dictating the Ministry of Finance‘s mechanisms ,stages and steps of preparing
the general budgets.

The aim of this paper is to highlight the importance of defining ,measuring
and monitoring the standards of social inclusion in Palestine as a prelude to
social justice ,as well as discussing the role of the governmental spending in
enforcing these standards based on the available financial resources .The paper
also focuses on the public spending gaps in the centers of responsibility of the
Palestinian government and examines these gaps in terms of their developmental
aspects related to poverty ,employment ,education ,health ,gender and
intergenerational justice in a way which does not disregard the financial
limitations and the harsh economic reality under occupation. Special focus
will also be made on the centers of responsibility that are directly related to the
standards of social inclusion; i.e. the Ministry of Finance (MoF), Ministry of
Social Development (MoSA), Ministry of Health (MoH) and the Ministry of
Education and Higher Education (MoEHE).

For this purpose, the researcher has used the figures included in the reports of the
actual monthly accounts of the last ten years’ budgets and compared them with
the data of the General Budget Law of 2018.
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FOREWORD BY MIFTAH

This study derives its importance from tackling a distinctive factor which greatly
contributes to the achievement of economic and social development for the
benefit of the general public. The study of governmental trends/orientations and
the public spending structure helps in the formulation of more comprehensive
policies. This is because governmental spending is considered the most important
controllable variable for enhancing economic and social development amidst the
absence or ineffectiveness of other tools provided by a free market which suffers
under an occupation which directly controls the different resources necessary for
achieving sustainable development in Palestine.

This study highlighting the public spending on the social sector from the aspect
of social transfers in kind (such as the amounts allocated for producing goods and
services to protect the civil and social rights of all societal groups through, for
example, health and education services) and the aspect of cash transfers which
are allocated for protecting the marginalized social groups. This has been tackled
in the framework of formulating the necessary measures to reduce the inequality
rates between societal groups, creating a social and economic environment
which allows equal access to services and opportunities, and the ongoing work
to overcome the obstacles that stand in the way of citizens’ participation in the
administration of their public affairs.

The concern of the Palestinian Initiative for the Promotion of Global Dialogue and
Democracy (MIFTAH) about this subject emanates from its strategic orientation
that leans towards influencing public legislations and policies for the purpose of
protecting the civil and social rights of all societal segments and its commitment
to implement the principles of Good Governance in the administration of
public financial policies. This comes within the framework of the “Finance for
Development” project implemented by MIFTAH in partnership with the Coalition
for Accountability and Integrity (AMAN) and the Applied Research Institute
Jerusalem (ARIJ), and with the support of OXFAM organization. The results
of this study show the paths of public spending policies; including the funding
gaps in the social and economic sector. Through this study, MIFTAH presents a
number of recommendations that can form a solid basis for the intervention of
relevant parties; both from the centers of responsibility in official bodies or from
the relevant Civil Society Organizations (CSOs).
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