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Technical Paper I — Borders and Trade Logistics'

Summary

Costly and unreliable trade logistics — in conjunction with the closure regime — are the most im-
mediate impediment to improving Palestinian market access and competitiveness. Israel’s legiti-
mate security needs notwithstanding, exporters in the West Bank and Gaza must be able to de-
liver goods to buyers at an agreed price and according to schedule if they are to play their part in
reviving the Palestinian economy. What is required, and what is possible today, is a systematic
rethinking of the balance between security and trade facilitation through the design of border
crossing facilities, the use of security technologies and the adoption and monitoring of new man-
agement procedures.

Assuming the maintenance of the quasi-Customs Union, the current arrangements warrant cer-
tain improvements. Palestinian customs should once again assume responsibility for clearing
cargo and collecting custom duties at the external borders of Gaza and the West Bank. If Pales-
tinian exporters are to become more competitive, they should also benefit from direct access to
the outside world. A Roll-On, Roll-Off facility and a helicopter setvice in Gaza are proposed as
interim solutions pending the construction of the Gaza seaport and refurbishment of the airport.
In both cases, a third party could assist the PA, or be contracted by it, to carry out security and
customs procedures. A link between Gaza and the West Bank that permits flexible and low-cost
transport whilst ensuring adequate security is also needed to ensure balanced growth and proper
governance.

I - Introduction 3. This paper reviews borders' and

1. According to the Bank’s June 23
paper, “Today’s economic crisis has
been caused by restrictions on the
movement of Palestinian people and
goods, or ‘closures’, which the Govern-
ment of Israel (GOI) regards as essential to
protecting Israeli citizens from attacks by
militants. Without a major reform of the
closure regime, however, the Palestinian
economy will not revive and Israel’s security
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gains may not be sustainable™.

2. For the Palestinians, the greatest
potential for economic growth lies in
trade’. This trade includes not only the pri-
mary exchange of goods and services with
Israel, but also trade with its neighboring
countries, Egypt and Jordan, and with other
countries. Efficient and reliable trade logis-
tics are a prerequisite, however, if Palestin-
ian producers are to be able to compete in
regional and global markets.

trade logistics for trade with Israel, be-
tween Gaza and the West Bank and with
third countries. The principal routes used
for the shipment of Palestinian goods can
be classified into i) cross-border into Israel,
for exports to Israel and through interna-
tional Israeli gateways to the rest of the
wortld; i) cross-border into Jordan and
Egypt, as well as to other countries through
international Palestinian gateways; and 1iii)
between Gaza and the West Bank.

4. The paper proposes a number of
measures which GOI can take to main-
tain or even enhance Israeli security
while greatly improving cross-border
cargo management. Modern terminal de-
sign, security technology and administrative
procedures can permit the ordetly flow of
cargo and the maintenance of security.
Where trade routes cross customs botrdets,
customs procedures need to be integrated
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with security screening. A change in the Is-
raeli closure policy, however, requires a
credible Palestinian security effort’.

5. The improvements in facilities,
technology and management procedures
can benefit customs operations as well
as security. Given the need for planning
and coordination, piloting some changes
with a view to scaling them up on the basis
of experience may be appropriate. In this
respect, a realistic timeline should be devel-
oped by GOI and the Palestinian Authority
(PA) for implementing these measures as
rapidly as possible.

IT — Closures and Their Impact on
Trade

Internal Restrictions

6. Israel operates an extensive sys-
tem of internal movement restrictions
that have a significant negative impact
on Palestinian trade. In November 2004,
movement from one locality to another in
the West Bank was controlled by a network
of 674 obstacles — 61 checkpoints, 102 road
blocks, 48 road gates, 374 earth mounds, 28
earth walls, and 61 trenches, in addition to
49 observation towers and the use of “flying
checkpoints™®. According to the Israeli or-
ganization B Tselem, Palestinians cannot use
732 kilometers on 41 West Bank roads be-
cause they are either completely or partially
closed to Palestinians, require a special per-
mit or are partially restricted’. The construc-
tion of the Separation Barrier in the West
Bank has consolidated and in some loca-
tions exacerbated the impact of closure®.
Within Gaza, trade normally moves rela-
tively freely but has been repeatedly dis-
rupted over the past several months due to
military incursions and closures’.

7. There are five major checkpoints
where internal closure has a particularly
severe effect on the free movement of
goods within the West Bank. These are at
the following strategic locations: on the

main road directly linking the north and
south of the West Bank (Wadi Al-Narr), at
the main commercial crossroads south of
Nablus (Howarrah), and connecting Nablus
to the Jordan valley (Hamrah). Furthermore,
two checkpoints within the West Bank con-
trol access to Israel, on the most direct route
from Ramallah (Beitunyia) and on the main
commercial exit from Tulkarm (Taibeh). All
checkpoints are at times closed or have lim-
ited opening hours, and are the cause of ex-
tensive delays.

8. Internal transport is expensive
and inefficient, due to circuitous rout-
ing, delays incurred in crossing check-
points and the need to use inferior and
often damaged secondary routes. The
material outcome of these barriers has been
the fragmentation of Palestinian economic
space — raising prices, disrupting the pre-
dictability of trade, separating workers from
the workplace, impairing competitiveness,
reducing employment and reducing the
availability and quality of goods to consum-
ers'. Trrespective of the progress that may
be achieved in improving the flow of goods
through the border crossings and interna-
tional gateways, a persistence of internal clo-
sures will prevent any appreciable recovery
of Palestinian commercial agriculture, indus-
try and trade.

Restrictions on Trade to and Through
Israel

9. Existing facilities for border
crossings into Israel have not been
planned with trade facilitation in mind.
Instead, with security the paramount con-
sideration, ad hoc agglomerations of parking
and inspection facilities have developed.
Karni is a prime example of this evolution
(see paragraph 11). The Rafah crossing, de-
spite substantial investments by both Egypt
and Israel, is inefficient because of its loca-
tion in a constricted, built-up area.

10. Palestinian businesses shipping
goods to and through Israel encounter
significant costs. Truck operating costs are



high because the use of both Palestinian and
Israeli trucks is mandated by the back-to-
back system'!, because of difficulties in ob-
taining return cargoes to Israel, and because
equipment and drivers are kept for extended
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petiods at border crossings'”. For exports
through Israeli gateways, the costs associ-
ated with the border crossing exceed the
costs of truck transport (see Table 1)".

Average Transport Costs for Trucking
(12 ton truck or chassis with one TEU!4)

Origin Port Transport Border Total
Crossing

West Bank Ashdod $322 $589 $911

Haifa $384 $588 $972

Gaza Ashdod $161 $589 $750

Haifa $345 $588 $933

Port Said $546 $438 $984

Source: Transit Trade and Maritime Transport Facilitation for the Rebabilitation
and Development of the Palestinian Economy, UNCTAD, 2004.

11. Karni, which handles cargoes to
and from Gaza, is a major bottleneck.
Since mid-March, when it was closed for
two weeks, the Karni terminal has not oper-
ated at full capacity. Because of the length
of delays faced, some consignees have been
obliged to store their containers and cargo
in warehouses, or to leave them at the port
of Ashdod. The additional costs incurred
have led some Palestinian consignees to
abandon cargo rather than pay clearance and
storage fees.

12. Trucks moving inside Palestinian
territory and across the borders with Is-
rael face common problems. In the event
of a security threat, GOI may close several,
sometimes all border crossings and check
points. Decisions on how long to enforce
such closures are made by the Israeli De-
tense Forces (IDF), with the economic con-
sequences of only residual concern. Multiple
security checks on the same shipment" lead
to lengthy delays and increase costs and the
likelihood of damage. Procedures are ap-
plied in an inconsistent and non-transparent
mannet, and there is little effective recoutse.
Finally, many crossings are operated for less

than seven days per week, and/or for lim-
ited opening hours.

13. Long handling delays are some-
times incurred for Palestinian cargoes
arriving at the Israeli ports; these are re-
lated to procedures rather than secu-
tity'’. One problem is that security proce-
dures applicable to Palestinian cargoes are
not integrated with cargo handling activities.
Equally important, customs clearance pro-
cedures introduce additional delays. The to-
tal delays incurred in inspecting and clearing
cargo are such that containerized imports
must often be removed from their boxes
and stored in bonded warehouses specifi-
cally dedicated for Palestinian cargo. More-
ovet, shippers and consignees cannot easily
travel to the gateways and do not have the
same Influence that an Israeli im-
porter/exporter would in trying to expedite
the movement of cargo. The additional
costs incurred have on occasion meant that
Palestinian  consignees have abandoned
cargo rather than pay clearance and storage
fees.
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Restrictions at International Gateways

14.  Until the outbreak of the intifada,
the Palestinian General Directorate of
Customs and Excise was responsible for
customs clearance at the crossing points
with Jordan and Egypt. Because of secu-
rity concerns, Israeli customs officials now
enforce the customs regime on all interna-
tional borders, including those between the
West Bank and Jordan, and between Gaza
and Egypt. The role of the General Direc-
torate has thus been reduced to that of audit
activities rather than clearing cargo and col-
lecting custom duties. While the Directorate
appears to be well organized and staffed
with competent officials, training in border
crossing procedures including review of
documents, assessment of cargo valuation,
and cargo inspection procedures as well as
effective use of ASYCUDA' modules
would be required before the Directorate
can undertake front-line customs clearance

(see paragraph 43).

15. Problems similar to those at the
Israeli borders impact Palestinian trad-
ers at the border crossings with Jordan
and Egypt. Apart from extensive security
and customs delays, significant transit fees
apply in the case of Jordan. For goods enter-
ing/exiting Egypt, serious delays and costs
are commonly associated with clearing
Egyptian customs'”.

Restrictions Between Gaza and the West
Bank

16. Transport between Gaza and the
West Bank is expensive and unreliable.
The “safe passage” concept agreed under
Oslo" is no longer under implementation,
and the movement of people between Gaza
and the West Bank is limited to selected of-
ficials and businessmen who are able to ob-
tain special permitszo. These restrictions
have hindered the development of busi-
nesses relations. The movement of cargo is
subject to i) two sets of border security
clearances and at least one back-to-back ex-
change™ (the requirement that only Israeli-

registered trucks are allowed to move Pales-
tinian goods across Israel affects the com-
parative advantage that these goods may
have because of the higher transportation
cost), and ii) ad hoc inspections en route.
West Bank cargoes entering Gaza appear to
receive lower priority at Karni than Israeli
trucks, placing Palestinian goods at a further
competitive disadvantage™.

Impact on Trade

17. Costly and unreliable trade logis-
tics are the most immediate impediment
to improving Palestinian market access
and competitiveness. The multiple physi-
cal and procedural obstacles Palestinian
businesses face significantly impair their
ability to compete in local and international
markets.

»  Delays and uncertainty at the border crossings
not only increase transit times, but also
reduce the rates of order fulfillment.
This factor reduces opportunities for
export of perishable items, especially
fruits, to markets other than Israel. It
also limit Palestinian manufacturers’
ability to trade in time-sensitive goods,
such as upscale garments.

> Lack of flexibility in the routing of goods te-
stricts shippers’ freedom to seek out
least-cost options, and increases the risk
that a closures at any one point will pre-
vent a shipment from being made.

»  The need to use Lsraeli trucks in Israel has
allowed Israeli transport providers to
charge high prices and has put Palestin-
ian goods at a competitive disadvantage.

»  Multiple inspections per shipment reduce
profit margins due to excessive time-
penalties and cargo damage.

»  Limitations on the personal travel of Palestin-
tan exporters, and the consequent need to
use Israeli intermediaries, limit the ca-
pacity of manufacturers to source new
raw material suppliers, develop new
markets and to interact with existing
customers outside the region.



18. Various studies have been under-
taken to assess the impact of these ob-
stacles”. The combination of back-to-back
procedures, delayed processing and numer-
ous inspections at internal checkpoints
commonly add between 50-100%, and
sometimes more, to the transport costs of
goods traveling internally within the West
Bank or between the West Bank and Gaza™.
A recent estimate of the cost of trucking for
Palestinian traders using a combination of
Palestinian and Israeli trucks was about

US$3 per kilometer™.

Finding a Balance Between Security and
Trade

19. Up to now, Israeli security con-
cerns have dominated policy choices,
with trade logistics and efficiency given
much lower priority. Israel’s legitimate se-
curity needs notwithstanding, exporters in
the West Bank and Gaza must be able to
deliver goods to buyers at an agreed price
and according to schedule if they are to play
their part in reviving the Palestinian econ-
omy. For Palestinian exporters to compete,
trade logistics must be much more cost-
effective, rapid and reliable. To date, very
little effort has gone into finding and insti-
tuting measures wheteby both security and
trade objectives can be met. It should be
noted that this is not an issue limited to this
particular economic space — global trade
today takes place in a far more security-
conscious environment, yet has increased by
more than 20 percent when compared with
the year 20017,

20. For Palestinian traders to enjoy
reliable access to Israel and third coun-
try markets, border facilities need up-
grading and procedures need reform.
What is required, and what is possible today,
is a systematic rethinking of the balance be-
tween security and trade facilitation through
the design of border crossing facilities, the
use of security technologies and the adop-
tion and monitoring of procedures which
ensure that security requirements are met

Technical Paper I — Borders and Trade 1.ogistics 5

without unduly compromising the flow of
trade.

ITI — Enhancing Border Facilities
while Ensuring Security

21. An important feature of any bor-
der crossing facility is the design of its
cargo transfer structures. A carefully
planned layout has a significant effect on
both efficiency and security. The layout of
the terminal must permit the efficient flow
of different types of vehicles and cargo. Suf-
ficient space must be provided for queuing,
and to ensure that traffic destined for differ-
ent inspection regimes does not become
entangled.

22. The layout should differ by type
of crossing, since the volume and mix of
vehicles will vary, and not all crossings
require the same customs procedures.
Saw-tooth loading docks should be consid-
ered for all crossings expected to handle
significant volumes of traffic. They permit
angular parking, which reduces both the
time and space required”. In places where
inspection queues are prone to back-up, de-
lays can be reduced by parking trailers in a
yard and using dedicated tractors to move
them to the inspection area.

23. There is a range of security tech-
nology available today for checking
cargo without removing it from the
truck/container. These technologies could
be used by Israel for Palestinian exports to
and through Israel and by the PA for direct
imports from Jordan and Egypt and through
international gateways under its control.
Relevant technologies™ include:

> Imaging systems, also referred to as scan-
ners”. X-ray inspection technology has
advanced considerably, and objects pre-
viously not visible with conventional
transmission x-rays are now more easily
discernible. Gamma ray devices have re-
cently been introduced — these allow
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thick items to be inspected and their
density assessed.

»  Suiffer technology. The most common form
of sniffer technology is the standard ion-
mobility mass-spectrometry approach
used in airports to identify the presence
of explosives in electronic devices. The
new generation of sniffers uses per
fluorocarbon taggants (PFTs) to help
detect vapors emitted from explosives.

»  Tamper-proof seals. Such seals ensure that
containers have not been interfered with
in transit. By using optical fluorescent
fibers randomly embedded into the seal,
evidence of tampering can be “read” by
machine at any point to ensure that con-
tainers and vehicle tracking devices have
not been interfered with. Thus they pro-
vide real-time confirmation of the integ-
rity of the container or truck.

24. The key constraints to Palestin-
ian cargo handling at the Israeli ports
are related to Israeli procedures rather
than security technology”. Isracli gate-
ways are already equipped with scanners and
cargo handling equipment, enabling efficient
inspection of both inbound and outbound
cargo. A new system for the control of
trucks, vehicles and fully loaded containers
was installed at the port of Ashdod in 2003.

25. Technology for verifying the
identity of people crossing borders has
also advanced, and could be employed by
GOl for Palestinian workers, business own-
ers and travelers crossing into or transiting
through Israel. Methods include;

¥ Document recognition technology, which veri-
ties that a document (in this case, an Is-
raeli permit) is valid and unmodified,
captures the information in the docu-
ment, and makes it available for com-
parison against other data bases, is being
used at border crossings around the
wortld and could speed up the crossings
significantly”.

»  Explosives/ weapons detectors, which permit
identification of dangerous material
through clothing at safe distances.

»  Facial matching technology, which uses a
scannable digital picture ID and a cam-
era to match faces and images.

Such technologies could also be employed
by Palestinian security at its international
gateways.

26. Though recent, these technolo-
gies are being used in various countries
around the world and have been shown
to perform satisfactorily. Scanners and
sniffer technology are used at ports and air-
ports throughout North America and
Europe, while Israel itself is testing tamper
proof sealing technology in the Qualified
Industrial Zone (QIZs) in Jordan™. Facial
matching technology systems are in use at
several Canada/US border crossings. Sig-
nificant investment would be needed, how-
ever, both to purchase hardware/software
as well as to develop the skills of staff oper-
ating the equipment.

IV — Enhancing Trade Flows
Through New Management Pro-
cedures

27. Facility and technology improve-
ments need to be complemented by new
cross-border cargo management proce-
dures and monitoring if their potential
benefits are to be realized. A radical revi-
sion of procedures is the real key to
change. Improvements in procedures can be
made without significant funding, and
quickly. Recommended changes include i)
adoption of the “redundancy principle” at the
border passages; ii) the introduction of ser-
vice standards and recourse systems; iii) a sin-
gle inspection regime; iv) the adoption of risk
management approaches; v) the use of free-
circulating truck trailers and containerization,
and vi) special provisions for Palestinian im-
ports coming through Israeli gateways™.



Redundancy

28. If one gateway is closed for secu-
rity reasons, an alternative gateway
should be made available instead. This
would minimize the wholesale interruption
of trade in response to a specific threat or
incident. GOI would need to clarify to the
Palestinian and international business com-
munities how the new system would work,
thereby creating increased business confi-
dence™.

29. Underlying such a policy is the
need for proper bilateral coordination at
border crossings. Such coordination is re-
quired both between Israeli and Palestinian
authorities (on both security and customs
issues) as well as within the Israeli admini-
stration (between the security and customs
services). The evolution of information
technologies now allows the rapid exchange
of information and limits the need for face-
to-face coordination.

Service Standards and Commertcial Re-
course

30. The development and public
sharing of service (performance) stan-
dards can help create business confi-
dence and limit local ad hoc behavior.
Such measures can also be used to assess the
impact of changes in procedures. Com-
monly-used performance targets include
ceilings on the percentage of shipments in-
spected, and average times for waiting and
for an inspection™. Service standards can be
applied at all crossings between Israel and
Gaza/the West Bank, and at all international
Palestinian goods gateways.

31. Service standards should be de-
veloped in discussion with commercial
shippers™, and should take account of
international standards and recourse sys-
tems. One possibility would be the estab-
lishment of a joint committee involving Pal-
estinian and Israeli government and private
sector representatives, advised by (an) inter-
national expert(s). The committee could
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start by reviewing the draft service standards
proposed by the INSC in its dialogue with
the Bank/donor team (see Annex 1). Pro-
cedures for the continuous review of per-
formance and adjustment of the perform-
ance measures should also be agreed. Alter-
natively, a third party commercial organiza-
tion could be contracted to assess perform-
ance and recommend adjustments.

32. Inevitably there will be disputes
that need resolution. Options include
adoption of a commercial arbitration sys-
tem, such as the one used under the TIR
Convention”, or a modified approach in-
volving the parties and independents in a
panel system; this is essentially the approach
used in NAFTA and under other regional
trade arrangements. Any system of arbitra-
tion should be predicated on initial attempts
to resolve disputes through consultation or
conciliation.

Moving to a Single Inspection

33. The requirement for inspections
can be minimized by sealing a cargo af-
ter its first inspection, and limiting sub-
sequent inspections to ensuring that the
seals are intact. This procedure requires
the use of a container (or van that can be
sealed) and a suitable method to quickly ver-
ify there has been no tampering with its
contents; it also requires a quick inspection
of the truck chassis to permit through
movement of trailers (see paragraphs 37f.).
For Palestinian imports, screening and seal-
ing would be done at the international Is-
raeli or Palestinian gateway; for Palestinian
exports and goods originating from Gaza or
the West Bank, at the crossing point with

38
Israel™.

34, GOl is already testing electronic
container seals, and is using single in-
spection procedures. Containers with hu-
manitarian supplies imported by UNWRA
are sealed at the port of Ashdod and then
inspected at Karni. Provided there is no evi-
dence of tampering with the seal or con-
tainer no further detailed inspection is re-
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quired. Similarly, export containers from the
QIZ in Jordan are sealed at the QIZ and
then transported directly to Haifa with only
a check of the seals. Subsequent routine in-
spection is then performed in Haifa.

The Use of Risk Management Systems
for Security Inspection

35. Computer-based risk manage-
ment systems are widely used to select
shipments that require physical customs
inspection. It would be relatively easy to
develop a similar system for security inspec-
tions. For instance, the US Container Secu-
rity Initiative (CSI) consists of four core
elements: i) using intelligence and automated
information to identify and target high-risk
containers; ii) pre-screening those containers
identified as high-risk, at the port of depat-
ture, before they arrive at U.S. ports; iii) us-
ing detection technology to quickly pre-
screen high-risk containers; and iv) using
smarter, tamper proof containers.

36. For a selective approach to be
feasible an integrated data system must
be developed and tested. Clearly such an
approach would be much more effective if it
can be introduced in coordination with Pal-
estinian border security and customs offi-
cials. GOI would then be able to move away
from the existing system under which al-
most all trucks and containers are inspected.

Free-circulating Trailers and Contain-
erization

37. Truck trailers that circulate freely
both in Israel and the West Bank and
Gaza would allow containers to move
door-to-door. These trailers would be per-
mitted to cross the border, exchanging trac-
tors and drivers in the process. To improve
security, simple chasses that do not have any
compartments that could be used for illicit
purposes could be used. As part of the
package of measures described in this sec-
tion, the introduction of a free-circulating
trailer system would permit GOI to abolish
the back-to-back system of border cargo

inspections without appreciable additional
risk. Free circulating trailers could be used at
all crossings between Israel and Gaza and
the West Bank as well as for transit cargoes.

38. Additional efficiency could be
achieved by creating staging areas for
containerization, in which cargo could
be consolidated into container-sized
loads. This would require appropriate
warchouse storage and logistic facilities.
Domestic containers can also be sized to
accommodate typical consignments.

Palestinian Imports Arriving Through
Israeli Gateways

39. For imports via Israeli gateways,
direct movement of goods in sealed con-
tainers or vans could be allowed under
bond between the ports and the West
Bank or Gaza. Only a security check would
be required at the port. From there, imports
would be transported under customs seal
directly to the relevant border crossing by
truck and via a Gaza-Ashdod rail link as
proposed by GOI (see paragraph 58)”. The
purpose is to remove the container from the
port area, where goods are stored and labor
and procedures are costly, and to move
them towards their destination to avoid un-
necessary delays. This would be linked to
more efficient customs procedures (see
paragraphs 42).

V — Improving Customs Proce-
dures

40. Although the issue is under con-
sideration, it is assumed that the quasi-
Customs Union between GOI and the
PA will be maintained until final status
negotiations. Current arrangements,
however, warrant certain improvements.

41. A more coherent division of labor
between Israeli and Palestinian customs
should be introduced. Specifically, Pales-
tinian customs should once again assume
responsibility for clearing cargo and collect-



ing custom duties at the external borders of
Gaza and the West Bank. As a first step,
such changes could be introduced at Rafah,
Allenby and Damiya. Once air and sea links
to Gaza have been established, the same
approach should apply at these entry points
as well.

42, Customs inspections could be
petformed at the border crossing or at an
inland location designated by Palestin-
ian customs. Goods arriving at Ashdod,
Haifa and Ben Gurion and destined for the
West Bank and Gaza could be checked for
security and then moved under seal to the
Palestinian border. There, Palestinian cus-
toms would clear customs and collect duties
and taxes; this presumes that institutional
strengthening has been achieved. For goods
in marine containers, this internal site
should be a designated Inland Container
Depot (ICD). An ICD would facilitate the
return of containers to the shipping lines
while allowing the consignee to store the
container and its contents under bond pend-
ing customs clearance.

43. It will be necessary to strengthen
Palestinian customs capacities through a
number of initiatives.

» The first would be to contract a profes-
sional firm" to build the skills of the
Palestinian customs service''. Because of
Israel’s concerns about the protection of
the common customs envelope after Is-
racli withdrawal from Philadelphi,
moreover (see the Overview Paper),
the PA should consider contracting out
the management of customs services at
the Rafah border to such a firm ad in-
terim.

» A second is to further develop the
ASYCUDA system used by the PA cus-
toms, and to integrate these data collec-
tion activities with the MILAM system
used by the Israeli customs™.

» A third would be for the IMF to provide
technical assistance for capacity build-
ing, if requested by the PA, to upgrade
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the customs procedures processes and
systems.

The effectiveness of the Palestinian effort
could be monitored by the IMF under its
current monitoring of budget execution,
fiscal revenues and PA expenditures, on a
monthly basis. Taken together, these meas-
ures should reassure Israeli customs that
existing policies regarding classification,
valuation, and collection can be imple-
mented in a manner consistent with the
Paris Protocol and applicable international
codes.

44. Using risk and compliance man-
agement principles, the current focus on
physical inspection should in time be
replaced by post-release verification, in-
cluding audit-based controls. While there
will always be a need for some physical
checking it is preferable to encourage com-
pliance by offering rapid transit for transac-
tions deemed to be low risk, and to apply
significant penalties to those who fail to
comply. If traders know the requirements in
advance, this would minimize delays and
their associated costs. Palestinian customs
should adopt service standards in close co-
operation with the Palestinian private sector.

VI — A Gaza Port and Airport

45. If Palestinian exporters are to be-
come more competitive, they should also
benefit from direct access to the outside
world. The establishment of international
sea and air gateways under Palestinian con-
trol would serve this purpose, providing an
alternative to border crossings that have
been prone to closure. The Bank’s June 23
report proposes that the reconstruction of
the seaport and airport could best be initi-
ated through interim projects that are
cheaper and faster to implement than a full-
service seaport or a fully-reconstructed air-
port”. The rapid development of an effi-
cient Roll-On, Roll-Off (RoRo) container
port, with reliable shuttle service to Port
Said, would offer potentially faster and more
reliable routes, but more importantly would
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create a competitive alternative to the exist-
ing routes through Israel. For business trav-
elers and small shipments for which time is
important, a helicopter service could be in-
troduced to Queen Alia airport in Jordan.

The RoRo Port

46. The Bank’s proposal is to reduce
the time and cost for developing a sea-
port by constructing it in stages. The first
stage would be a shallow-draft (5 meter)
terminal to serve RoRo traffic. This would
provide an outlet for containerized high-
value cargo that is both time-sensitive and
important to the growth of the economy.
RoRo shipping does not need extensive
cargo-handling equipment and requires less
berth space and operating draft*. Although
RoRo vessels are more costly to operate
than cellular container vessels on longer
routes, they can be competitive on short sea
routes where time in port is a substantial
part of total voyage time.

47. The RoRo terminal would house
a short-sea shuttle service loading export
containers for delivery to Port
Said/Damietta. From there, containers
would be transferred to the main yard for
loading onto mainline vessels. For import
containers, the reverse would apply. It is
expected that the shipping service would be
privately operated, initially employing a me-
dium-sized chartered vessel (850-1200 lane
meters) providing 3.5-4 round trips per
week (and hence an annual capacity of 20-
30,000 TEU in each direction). Capacity
could be increased by introducing additional
vessels and providing more frequent service.
If traffic is insufficient to justify a dedicated
vessel, the service could be provided via
calls by RoRo vessels already operating in
the region.

48. The terminal would be sized for
RoRo operations to minimize initial
cost, but the breakwater could in time be
extended to allow construction of deep-
water berths for container and bulk ves-
sels, in a manner similar to the development

of Ashdod. In order to accommodate future
growth as well as changes in trade, the port
facilities should not be located near Gaza
City but further south, in an area with ade-
quate space to allow for expansion. It is ex-
pected that the design and construction of
this terminal would require two years.

A Helicopter Service

49. Access to efficient scheduled
commercial airline services, both pas-
senger and transport, is important for
the Palestinian economy. Since the use of
Ben Gurion airport is severely restricted for
Palestinian travelers, passengers from the
West Bank generally need to use Queen Alia
airport in Jordan while passengers from
Gaza are required to cross to Egypt®. Each
requires border crossings and thus uncertain
delays and the potential for missed flights or
long stays in airports to ensure not missing
connections.

50. The airport in Gaza has been de-
stroyed. Even if it were rebuilt, Israel is
currently unwilling to allow fixed wing
aircraft to take off and land in Gaza. In
order to provide a minimal air service while
rebuilding the airport and developing a se-
curity understanding necessary for resuming
regular flights, the Bank has proposed estab-
lishing a helicopter shuttle service to Queen
Alia airport from Gaza.

51. A private company could provide
the service operating a chartered heli-
copter under visual flight rules on a des-
ignated flight path across Israel. It could
operate up to 5 trips per day; for a 14-seat
helicopter, this implies an annual capacity of
20-25,000 passengers in each direction.
These aircraft have limited capacity for
cargo and would only carry courier pack-
ages. The helicopter would be based in Jot-
dan and only land briefly at a dedicated heli-
port in Gaza. Due to the limited number of
passengers and restrictions, the heliport
could have relatively simple ticketing, immi-
gration and customs services. It could be
located at the Gaza airport, but the service



would probably be more attractive if it were
near Gaza City. The helipad and passenger
building are relatively inexpensive, and can
be constructed in a short time. This service
would compete with existing transit routes
to Cairo and Al Arish by offering a shorter
transit time and a service that would allow
more reliable connections with international

flights.
Security and Customs

52. Since GOI will not station per-
sonnel in Gaza after withdrawal, security
and customs clearance for the RoRo and
the helicopter service remain at issue.

» RoRo port. Security and customs checks
for incoming cargo would need to be
undertaken in Gaza, since security pet-
formed at the port of departure would
not cover the period at sea. Containers
coming off the vessel would be security
scanned and moved off the terminal for
customs inspection®’; technically it
would be possible to feed the scanner
output directly to Israeli security per-
sonnel located in Israel. Containers con-
tinuing to the West Bank should then be
sealed and trucked out of Gaza without
further inspection.

»  Helicopter terminal. Standard airport artival
security and customs procedures would
need to be carried out at the heliport in
Gaza. The task would be much simpler
than for the port, and could be facili-
tated with video surveillance.

53. In both cases, a third party could
assist the PA, or be contracted by it, to
carry out security procedures. A number
of possible arrangements could be envisaged
which should be able to satisfy Israel’s secu-
rity needs without compromising Palestinian
sovereignty; these are likely to involve the
use of a professional security contractor
sponsored by one or more governments or
entities acceptable to both GOI and the PA.
The employment in Gaza of an international
customs service provider has been discussed

in paragraph 43.

Technical Paper I — Borders and Trade 1.ogistics 11

VII — The Gaza/West Bank Link

54. Gaza and the West Bank are in-
tegral parts of the Palestinian economy.
An unfettered flow of people and goods
between these two regions would make an
important contribution to economic recov-
ery and growth. A well-functioning link
would create a larger effective internal mar-
ket, help trigger a price and income conver-
gence between Gaza and the West Bank
(thereby directing factors of production,
including labor, more efficiently), and pro-
vide a pathway between the economy of the
West Bank and a future seaport in Gaza.

55. International experience in estab-
lishing and maintaining efficient pas-
sage for people and goods has increased
dramatically in the last few decades, and
includes the development of transit corti-
dors for land-locked countries’” and coun-
tries lacking adequate deepwater seaports®,
and — more recently — corridors to provide
better routes than are available domesti-
cally”. Significant progress has been made in
designing protocols, procedures and protec-
tion systems for these corridors.

56. The link between Gaza and the
West Bank should permit flexible and
low-cost transport that will improve Pal-
estinian market competitiveness. A sim-
ple road connection offers an immediate

solution at least cost and with maximum
flexibility.

57. Security along the corridor can be
assured using a combination of con-
tainer scanning and sealing technologies
at the exit border, combined with vehicle
tracking devices to monitor movement
across Israel. Propertly equipped tractor-
trailers could travel on their own initiative
rather than in convoy”. This could be ac-
complished using a GPS system or trans-
ponder to monitor movement along fixed
routes’. These systems are costly and data
intensive, however, and given the short dis-
tance and transit time an alternative would
be to record the times of departure and arri-
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val, and to sanction shippers that exceed
acceptable norms. Since the vehicles would
be security inspected when departing and
then sealed, there is no reason to perform
more than a cursory examination of the
transit documents and seals at the other end
of the journey. As a practical measure, it is
proposed to pilot such an arrangement on
one designated route as soon as the Karni
and Tarkumiya border crossings have been
equipped with the required technology.

58. Options for a dedicated link are
technically problematic. These would re-
quire the construction of permanent infra-
structure, and rail connections, elevated
roads, fenced roads and tunnels have all
been suggested. GOI has proposed a rail
connection for people between Tulkarem
and Ashdod™. If used for goods as well, the
short distance and limited volume of bulk
cargo would likely make this more costly
and less convenient than road transport. An
clevated road or tunnel would use truck
transport, but would be immensely costly to
build, and traffic volumes even under a full
recovery scenario would not justify such an
investment. Furthermore, a structure of this
kind would be highly vulnerable from a se-
curity perspective.

59. A reduction in transit time could
be achieved quickly. In the near-term, the
re-introduction of the pre-intifada convoy
system (which would not require costly in-
vestments in infrastructure or technology),
accompanied by improved border crossing
procedures, could provide secure movement
with a transit time of less than one day.
Within a year, with the appropriate equip-
ment installed, it should be possible to re-
duce the transit time to three hours or less.

60. Equally important for trade is the
movement of Palestinian businessmen.
Restrictions on business travel between
Gaza and the West Bank can only be partly
overcome through the use of modern tele-
communications. Making additional permits
available for Palestinian businessmen would
certainly improve the situation if permits

were easier to obtain, were consistently re-
spected and were not subject to cancellation
because of security incidents unrelated to
the permit holder.



Annex 1

Proposed Israeli Border/Gateway Setrvice Standards

Passage Description of Activity Duration Remarks
Karni Waiting time for approval to enter the | Up to 24 Depends on establish-
passage hours ment of a unified order-
ing center for coordi-
nating and synchroniz-
ing
Waiting time for entry of trucks into
passage:
fresh products Up to 2 hours
other cargos 3-4 hours
Service time for import/export truck | 2-3 hours
at passage including load-
ing/offloading and scanning
Erez Waiting time for entry of people into | 1 hour Not including excep-
the passage tional cases
Service time from entry into the pas- | ~5 minutes
sage
Service time per container/ truck for Up to half an | Based on storage area in
export hour passage
Ports Waiting time from offloading at port | Within 2 days | Queue management
to release of containers
Offloading time 1 hour
Container scanning time Half an hour
Manual inspection time Up to 2 hours
Rafah Waiting time for approval to enter the | 24 hours Waiting time prolonged
passage due to security concerns
Handling at passage (per truck) Up to 1 hour | (location of the passage)
Handling of outgoing passenger ~ 0.5 hour
Handling of incoming passenger 1-1.5 hours
Jalame Waiting time for approval to enter the | 24 hours
passage
Service time per truck at passage Up to 2 hours
Tarkumiya | Waiting time for approval to enter the | 24 hours
passage
Service time per truck at passage Up to 2 hours
Allenby Waiting time for approval per truck Up to 24 Depends on upgrading
hours the queue management
system to allow “ap-
pointment” to be set by
hours (currently — by
days)
Waiting time for entry of trucks into 1 hour
passage
Service time at back to back passage ~ 0.5 hour
Departure time per passenger ~ 0.5 hour

Source: Economic Aspects of the Israeli Disengagement Plan, Meeting with the World Bank, INSC, Novem-
ber 14, 2004, PowerPoint.
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nex 2, Disengagement, the Palestinian Economy and the Settlements, op. cit., Annex 2.
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rael, but the transit times — on the order of one day — were vastly superior to current conditions.
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Positioning System to pinpoint the vehicle’s position, and communicates this data via one of the local
GSM cellular systems to the control center. The second technology is Radio Frequency Identification
(RFID). This technology uses a small short-range cellular-like transmitter and small cell site equipment
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center. Both of these technologies are commercially available.

52 The proposed railway would run from Sha’ar Efraim near Tulkarem to Erez, and would be intended for
passenger traffic. Israel is proposing to pay for the railway, and possibly for the train and rolling stock. An-
other spur between Sha’ar Efraim and Ashdod is also under consideration; this would enable cargo to be
transported directly between the West Bank and Ashdod Port. Economic Aspects of the Disengagement Plan,
Meeting with the World Bank, INSC, November 2004, PowerPoint.





