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Project Overview

The economic situation in the Gaza Strip has severely deteriorated since the closure imposed
on it after mid-June 2007, which has almost completely restricted commercial movement at
Gaza's crossing points. The closure resulted in a massively negative impact on the local private
sector in Gaza Strip, where 98% of Gaza's industrial operations were halted (3800
establishments). Moreover, Nearly 40,000 farmers in the agricultural sector and more than
70,000 workers in other private sectors were laid off.

The long duration of the closure has introduced a need to identify opportunities for the private
sector in the Gaza Strip to cope with the current complicated business environment through
identifying business alternatives. This is especially true as the political conflict and imposed
closures have had a damaging impact on the private sector. Corresponding to that, and based
on its role as the trade development and promotion organization in Palestine, PalTrade has
proposed to lead a joint effort with main private sector representatives to formulate a coping
plan for the major productive sectors in the Gaza Strip. The plan is intended to illustrate the
damaged state of the private sector in Gaza and its view on the main influencing factors. Itis
also intended to address all stakeholders with direct recommendations for needed
interventions in the context of the scenarios most likely to take place in the Gaza Strip in the
foreseeable future.

This project was led by PalTrade and implemented with the Gaza Private Sector main
representatives in cooperation with FRIEDRICH EBERT STIFTUNG.

Project objectives

A- Develop a common perspective for the private sector development strategy and
identify priorities within certain scenarios.

B- Develop a joint strategy for the private sector in the Gaza Strip, with endorsement of
the private sector representative associations.

C- Publish, disseminate and promote the developed strategy and plans to the
government, international community and other stakeholders.
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B Introduction

As the current internal crisis and its consequences have rapidly and greatly hurt the private
sector interests in Gaza Strip, the need for a better approach to cope with the resulting
deterioration became very clear to all parties. The strategic approach, led by PalTrade,
provided a reasonable solution to this need and was therefore adopted and supported by the
key private sector entities and organizations. This adaptation was reflected by the high level
representation and participation of these organizations as well as the number of those entities
and organizations which were present at various meetings. They engaged in all preparatory
articles starting with the project introduction session and ending with the endorsement of the
presentation of the final report.

The strategic approach focused on key important areas of private sector special needs lined up
with the current and expected environments - the two scenarios addressed later in this paper -
affecting the private sector in the Gaza Strip. Private sector representatives have actively
participated in the technical and strategic exercises and in meetings to discuss the plan
preparation phases. They have jointly approved the outcomes which represented their view
of how the strategy for Gaza's private sector would develop within the most relevant and
expected environments. It is worth mentioning that participants emphasized that private
sector demands are summarized in free movement of people, businessmen and goods as well
as the opening of all border crossing points as a general key to a normal business environment.
However, participants also committed to a high level of flexibility in trying to find ways to deal
with the current business environment.

Friedrich Ebert Stiftung's appreciated cooperation in this activity made possible the effective
arrangement of the whole activity and its proceedings. The development of the strategy was
well designed with the support of business consultants from Gaza who have volunteered to
participate in all levels of the strategy development. The consultants and PalTrade
facilitated the latest strategic management approaches to avail the development of the
strategy. The private sector developed groups identified the features of the current crisis and
their implications on the private sector in the Gaza Strip as well as the most probable scenarios
in the foreseeable future. This data was translated into clearly defined scenarios with special
characteristics and clear private sector demands in each scenario. The activity was also
enhanced with a programmatic detailing of needs per industrial/service sector in accordance
with the identified scenarios, general characteristics and particular needs.

IN

The outcomes of the strategic development exercise included tools which could be utilized in
addressing relevant stakeholders to help support the programs and interventions
recommended. It was highly important to produce these recommendations during such hard
times in order to create a clear and unified position that represents the private sector in all
communication, implementation and follow-up activities with all related parties and bodies.
This position paper is perceived by Gaza's private sector as the first of its kind to be developed
from the Gaza Strip and one that directly addresses Gaza's special conditions. The
recommendations made in this strategy will be used by Gaza's private sector in all applicable
occasions to create and enhance support for the private sector's position, needs and priorities
even if political uncertainty continues to affect the Gaza Strip.
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Methodology

The Gaza Strip's Private Sector Strategic Plan was prepared using a participatory approach
with more than 80 participants from the private sector and civil society, including the Gaza
private sector specialized associations and representatives. An introductory session was held
by PalTrade with participation of local consultants, private sector entities to introduce the
concept and participants confirmed their adaptation to this effort and proposed outcomes.
The process started with a two day workshop to produce the strategic factors of the plan.
During these two days, participants studied and analyzed the factors affecting the private
sector and defined different scenarios that are most likely to take place over the short to
short-medium terms. During this process, a high degree of consensus and ownership among
participants was achieved.

The strategic management process used was a streamlined approach which consisted of two
major important phases: thinking and planning. This process identified present and future
needs of an entity - in this case the private sector in the Gaza Strip - during a special current
and proposed circumstance and empowered its leaders to provide positive, scientific and
developmental guidance to meet those needs.

The following sections of the report present the strategy development detailed process and
the resulting outcomes.

I. Strategic Thinking

Strategic planning was introduced as the process of assessing future effects of external
influences; which consists of two steps, Environmental Scanning and Scenario Planning. The
process was led in the above context and as follows:

Iw

First: Environmental Scanning:
The participants were divided into five groups to study the external factors that affect
operations of the private sector. These factors studied were:

« Political

« Economic
e Legal

« Social

« Technological

Second: Scenario Planning:

The above groups' work, exercise and discussions revealed that the two most important factors
with the highest effect on the operations and development of the private sector in Gaza are
the political and economic factors. Moreover, the two most critical issues in these two
factors were the current cease fire (political) and borders, or crossing point status. These two
factors determined the axis for the scenario planning model. The group later considered a
case where the cease fire is prolonged leading to further political stability with Israel as well as
internally. The following graph illustrates the four possible scenarios resulting from the above
exercise together with their strategic path.
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‘ Scenario |

POLITICAL INSTABILITY

It was agreed among participants that the two most likely scenarios that should further be
4 developed and tackled are:

Scenario I: the current status with closed borders and political instability
Scenario IlI: the slightly better situation with slightly open borders and political

stability
Scenarios Description/Possibilities
Scenario | Scenario

The Current Status The Slightly Better Situation
» No Exports » National Unity - Government Stability
 Limited Imports (Humanitarian Needs) » The Cease fire would become a Truce
« Difficulty in movement of goods and * Elections leading to new government

people » Rafah crossing point would open for the
* Closed businesses movement of goods and people
* Sales to local market only « Possibility of International presence at
* High unemployment borders
» Dual Authorities in Gaza Strip and West » Trade Terminals would be functional

Bank + Crossing points possibly managed by

private companies
» Export is resumed
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