
PALESTINIAN
TERRITORIES
Table 1 2022
Population, million 5.0

GDP, current US$ billion 19.4

GDP per capita, current US$ 3846.4

Upper middle-income poverty rate ($6.85)a 20.5

Gini indexa 33.7

School enrollment, primary (% gross)b 94.0

Life expectancy at birth, yearsb 74.4

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2016), 2017 PPPs.
b/ WDI for School enrollment (2021); Life expectancy
(2020).

The Palestinian economy’s post-pandem-

ic recovery continued during 2022, al-

beit at a slower rate compared to the

2021 rebound. Despite a significant nar-

rowing of the deficit in 2022, the fiscal

situation remains critical, in a context

of a rigid expenditure envelope and very

low external aid. This has forced the

Palestinian Authority to accrue large ar-

rears to the private sector and public

pension fund and to pay partial salaries

to public employees. The outlook re-

mains precarious and subject to political

stability and security conditions.

Key conditions and
challenges

The Palestinian economy remained stag-
nant for years prior to the recent crises em-
anating from the COVID-19 pandemic and
the Russian invasion of Ukraine. During
2017-19, annual GDP growth averaged a
mere 1.3 percent due to ongoing Israeli re-
strictions, recurrent hostilities, the internal
divide between the West Bank and Gaza,
and falling aid inflows. The economy, in
recent years, has been driven by factor ac-
cumulation rather than improvements in
productivity, and growing slower than the
population, resulting in decreasing per
capita incomes and rising poverty. Even
though gross investment has been robust
in recent years, the bulk of it has been
channeled into non-tradable activities
rather than sectors that could help boost
growth and job creation. The combination
of sluggish productivity and the complex-
ity of political, security, and health risks
have inhibited investment, with very low
net FDI levels in the last 5 years.
Subnational trends paint a highly diver-
gent picture. In 2021, GDP per capita in
Gaza was estimated at US$1,440 - around
a quarter of the West Bank’s, where it ex-
ceeded US$5,300. In 2016/17, around 20.5
percent of Palestinians lived below the
upper-middle income poverty line ($6.85
2017 PPP a day), according to the latest
national household survey. Poverty is sig-
nificantly more prevalent in Gaza, with
almost half of the population living below

the poverty line in 2016/17, compared to
less than 10 percent in the West Bank.

Recent developments

In 2022, the Palestinian economy contin-
ued its rebound from the COVID-19 shock,
and real GDP growth reached 3.6 percent,
year-on-year (y-o-y). The easing of
COVID-related measures allowed the
economy to expand driven by consump-
tion, which in turn prompted the growth
of the wholesale and retail trade sector, as
well as services. The increase in the num-
ber of Palestinians working in Israel and
the settlements also aided the recovery, as
the average daily wage of these workers
is more than twice as high as that paid in
the Palestinian territories, implying a larg-
er impact on aggregate demand. Despite
this positive trajectory, the economy is yet
to rebound to its pre-pandemic level.
Stronger aggregate demand, coupled with
rising global commodity prices and the
supply-side shocks determined by the war
in Ukraine, generated an inflationary push
that brought the CPI up to 3.7 percent (y-o-
y) in 2022, from negative territory in 2020.
On the other hand, the appreciation of the
Israeli Shekel (i.e., the main currency in cir-
culation in the Palestinian territories) con-
tributed to mitigating inflation, in compar-
ison to other countries in the region.
The economic recovery and reforms sup-
ported revenue mobilization, while the
authorities kept public expenditure con-
tained by reducing transfers, in 2022.
Thus, the overall fiscal deficit (after grants)
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contributions to real GDP growth
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FIGURE 2 Palestinian territories / Actual and projected
poverty rates and real GDP per capita

0

500

1000

1500

2000

2500

3000

3500

4000

0

5

10

15

20

25

30

2006 2008 2010 2012 2014 2016 2018 2020 2022 2024
International poverty rate Lower middle-income pov. rate

Upper middle-income pov. rate Real GDP pc

Real GDP per capita (constant LCU)Poverty rate (%)

Source: World Bank. Notes: see Table 2.

MPO Apr 231



and after accounting for the deductions
made by Israel from VAT and import taxes
collected on behalf of the Palestinian Au-
thority declined from 5.7 percent of GDP
in 2021 to 1.8 percent in 2022. The deficit
has been largely financed by the accu-
mulation of arrears to the private sector,
the public pension fund, and public em-
ployees (as the Palestinian Authority has
been paying 80 percent of public sector
salaries, while protecting the lowest earn-
ers, since November 2021).
Unemployment remained high in 2022, at
24.4 percent, despite marginal improve-
ments from 2021. This overall rate, how-
ever, masks wide regional divergences. In
the West Bank, unemployment stood at
13.1 percent in 2022, while it reached 45.3
percent in Gaza, reflecting the devastat-
ing implications of the movement and ac-
cess restrictions on the Strip that have
created a nearly closed economy.
Based on GDP per capita growth trends,
it is estimated that the poverty rate
spiked to 26.5 percent in 2020, an in-
crease of around 6 percentage points

from 2016 (latest available official data).
As the impact of the pandemic receded
over the course of 2021 the poverty rate
is estimated to have declined to 24.5
percent in 2022. These rates represent a
population of approximately 1.25 million
people who are deemed poor.

Outlook

Growth is projected to soften over the
forecast period. Under a baseline scenario
which assumes: a continuation of the re-
strictions on movement and access, the
persistence of the internal divide between
the West Bank and Gaza, and stagnating
aid levels, growth of the Palestinian
economy is expected to hover around 3
percent over the forecast period, imply-
ing a stagnation in real incomes. Conse-
quently, the poverty rate is projected to
reach 24 percent by 2025.
On the fiscal front, revenues as a share of
GDP are projected to further grow over the

forecast period driven by the PA’s contin-
ued efforts to implement the revenue strate-
gy (2022-2025). On the spending side, fiscal
expenditures are projected to decline grad-
ually as a percentage of GDP given the au-
thorities’ plans to rationalize spending, es-
pecially on the wage bill. The overall fiscal
deficit, including grants and deductions
from clearance revenues, is thus expected to
decline to 0.9 percent of GDP by 2025.
Downside risks remain elevated. A fur-
ther decline in public consumption may
negatively impact growth especially as
the PA may resort to further spending
cuts if aid levels do not recover. Follow-
ing the recent election of a new Israeli gov-
ernment, tensions have increased as has
uncertainty regarding political and securi-
ty developments, which could exacerbate
macro and fiscal risks. Internal decisions
under discussion by the new Israeli gov-
ernment may negatively impact the Israeli
currency and economy which, in turn,
could weigh heavily on economic out-
comes on the Palestinian side given the
strong links between both economies.

TABLE 2 Palestinian territories / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -11.3 7.1 3.6 3.0 3.0 3.0

Private Consumption -13.1 7.5 3.6 4.1 3.2 3.2
Government Consumption 0.3 10.3 -2.4 -2.6 2.2 2.3
Gross Fixed Capital Investment -20.9 13.7 7.3 5.0 3.5 3.5
Exports, Goods and Services -11.2 17.3 5.5 3.8 3.8 3.8
Imports, Goods and Services -14.2 14.8 5.6 3.6 3.6 3.6

Real GDP growth, at constant factor prices -12.0 6.2 3.7 3.0 3.0 3.0
Agriculture -9.1 -0.7 -4.2 -2.0 -1.0 0.0
Industry -19.4 4.5 7.7 3.0 3.0 3.0
Services -10.0 7.5 3.4 3.5 3.4 3.2

Inflation (Consumer Price Index) -0.7 1.2 3.7 1.6 1.2 1.2

Current Account Balance (% of GDP) -12.3 -8.2 -8.9 -8.6 -8.5 -8.5
Net Foreign Direct Investment Inflow (% of GDP) 0.9 1.0 1.0 1.0 1.0 1.0

Fiscal Balance (% of GDP) -7.5 -5.7 -1.8 -1.4 -1.2 -0.9
Revenues (% of GDP) 25.2 24.6 25.8 25.8 26.0 26.1
Expenditure (% of GDP) 32.6 30.3 27.6 27.2 27.1 27.1
Debt (% of GDP) 55.5 55.8 52.6 52.0 51.5 50.8
Primary Balance (% of GDP) -7.1 -5.1 -1.1 -0.7 -0.5 -0.2

International poverty rate ($2.15 in 2017 PPP)a,b 0.9 0.8 0.8 0.8 0.8 0.8

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 4.7 4.4 4.3 4.3 4.1 4.0

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 26.4 24.8 24.5 24.3 24.2 24.2

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on 2016-PECS. Actual data: 2016. Nowcast: 2017-2022. Forecasts are from 2023 to 2025.
b/ Projection using neutral distribution (2016) with pass-through = 0.7 (Low (0.7)) based on GDP per capita in constant LCU.
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