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Abstract
The present research aimed to study and examine the role of Palestinian cooperatives in
economic development with a view to throwing some light on the history, nature and features of
cooperatives. It investigated cooperatives factors in which they can affect on the economic
development of the Palestinian Territories.
The main objectives of the study were to identify and recognize the history, current status
and future of cooperatives in the Palestinian Territories. Also, to examine to which extent the
cooperatives contribute in promoting the economic development in the Palestinian Territories.
And to determine which type of cooperatives has more contribution in economic development.
The study relied on a literature review of the past experiences of cooperatives in the
Palestinian Territories and other countries, and a statistical approach using econometric model
for the correlation between 662 cooperatives in Gaza Strip and the West Bank and economic
development in the Palestinian Territories.
Findings of the study show that the majority of Gaza Strip cooperatives are housing
cooperatives (77.5%) and they do not play the required developmental role such as agricultural,
handicraft and industrial cooperatives. While the greatest number of cooperatives in the West
Bank was agricultural cooperatives (43%), this is an interpretation that a large proportion of
cooperatives in the West Bank are in an important and productive sector.
The study had recommendations to the Palestinian Government, academic institutions and to
the cooperatives. All disciplines and concerned parties should work to disseminate cooperative
awareness and understanding among the society, and to develop programs and projects to serve
graduates with coordination and cooperation with the cooperatives in order to provide financial
assistance to graduates of universities and other education institutes.
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ملخص
هدفت الدراسة إلى بحث دور التعاونيات الفلسطينية في التنمية االقتصادية وذلك بهدف إلقاء بعض الضوء
على تاريخ و طبيعة و أشكال التعاونيات .كما و تهدف إلى التعرف على عناصر التعاونيات التي يمكن أن
تؤثر في التنمية االقتصادية في األراضي الفلسطينية.
وكانت األهداف الرئيسية لهذه الدراسة تحديد والتعرف على تاريخ ،والوضع الحالي والمستقبلي للتعاونيات في
األراضي الفلسطينية ،و معرفة إلى أي مدى تساهم التعاونيات في تعزيز التنمية االقتصادية في األراضي
الفلسطينية ،والى تحديد أي نوع من التعاونيات لديها أكثر مساهمة في التنمية االقتصادية.
واعتمدت الدراسة على مراجعة الدراسات السابقة عن التعاونيات في األراضي الفلسطينية وغيرها من البلدان،
و تم استخدام المنهج اإلحصائي باستخدام نموذج اقتصادي قياسي للعالقة بين  666جمعية تعاونية في
قطاع غزة والضفة الغربية و بين التنمية االقتصادية في األراضي الفلسطينية.
النتائج التي توصلت إليها الدراسة تظهر أن غالبية التعاونيات في قطاع غزة تعاونيات إسكانية و نسبتها
( ،)٪...7وأنها ال تلعب الدور التنموي المطلوب مثل التعاونيات الزراعية ،والحرف اليدوية والصناعية.
وكان أكبر عدد من التعاونيات في الضفة الغربية التعاونيات الزراعية و نسبتها ( ،)٪34و هذا يدل على أن
نسبة كبيرة من التعاونيات في الضفة الغربية في قطاع مهم و منتج.
وكانت الدراسة قد قدمت توصيات للحكومة الفلسطينية ،و للمؤسسات األكاديمية و للتعاونيات .إذ ينبغي على
جميع األطراف والجهات المعنية العمل على نشر الوعي التعاوني في المجتمع ،والى وضع برامج ومشاريع
لخدمة الخريجين مع التنسيق والتعاون مع التعاونيات من أجل تقديم المساعدة المالية لخريجي الجامعات
والمعاهد وغيرها من المؤسسات التعليمية.
xi
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1.1 Introduction
For over 160 years, cooperatives have been an effective way for people to exert control
over their economic livelihoods. They provide a unique tool for achieving one or more
economic goals in an increasingly competitive global economy. As governments around the
world cut services and withdraw from regulating markets, cooperatives are being considered
useful mechanisms to manage risk for members in Agricultural or other similar cooperatives,
help salary/wage earners save for the future through a soft-felt monthly contribution that is
deducted from source, own what might be difficult for individuals to own by their efforts,
strengthen the communities in which they operate through job provision and payment of
local taxes. Cooperatives generally provide an economic boost to the community as well
(Dogarawa, 2007, p.1).
Although there is no consistency to the exact origin of the cooperative movement, many
academics argue the origins lie within Europe. The first recorded cooperatives date back to
1750 in France, where local cheese makers in the community of Franche-Comté established a
producer cheese cooperative. Within the decade, cooperatives had developed in France,
United Kingdom, United States and Greece. In 1844 the Equitable Pioneers of Rochdale
Society was formed. With the goal of social improvement, twenty-eight unemployed
community members saw the opportunity to pool their limited resources and attempt
cooperation for the good of the group. Even though cooperatives appeared in the century
previous, Rochdale is seen as the first ‘modern’ cooperative since it was where the
cooperative principles were developed (Gibson, 2005, p.3).
Cooperative movement represents one of the largest membership-based civil society
organizations in the world, bringing together more than 800 million people. In 2008, the
largest 300 Cooperatives were responsible for an aggregate turnover of 1.1 Trillion US
Dollar; they also provide over 100 million jobs around the world. Due to the growing
importance of the role of cooperatives in development, the United Nations (UN) in its
General Assembly has proclaimed year 2012 as the International Year of Cooperatives
during the 64th Session on 18th, December 2009. Cooperatives in the sub-region (Iraq,
Lebanon, Jordan, Syria, Yemen and the Palestinian Territories) are known to be part of the
civil society, despite strong influence of governments upon their existence and high degree of
2

dependency and lake of autonomy. At the moment, cooperatives are seen as if they are
hidden forces for local development, waiting for an action to strength them to be unhidden
(ILO, 2010, p.1).
Despite the common problems and weaknesses facing cooperatives, there are successful
cooperatives in some countries in the Arab region that deserve recognition and most likely to
be imitated. Agricultural cooperatives are the most widespread types of cooperatives in most
countries. In south Lebanon, beekeeping and olive oil cooperatives are widespread and
successful. Iraq also has a long history with cooperatives, since the first cooperative law was
issued in 1922 and most Iraqi cooperatives are for housing and agriculture. In Jordan, the
first cooperative law was issued in 1952, in 2010 the total number of Jordanian cooperatives
reached about 1150 cooperative mostly classified as multipurpose, agricultural and housing
cooperative. In the Palestinian Territories, despite the bad situation due to the Israeli
occupation, there are successful olive oil, credit and savings, handicraft production, poultry
and livestock cooperatives. Cooperative work has deep roots in the Palestinian life and has
contributed in empowering the Palestinians to efficient and effective utilization of their
available resources. The historical role of cooperatives in providing services to the
Palestinian population refers back to the early years of the 1930’s (Odwan & Nofal, 2010,
p.1).

1.2 Problem Statement
Cooperation is a genuine principle in the Palestinian society, the date of the first
establishment of cooperative in the Palestinian Territories refers to more than 100 years (Al
Zaru, 2012). The establishment of the Palestinian Authority (PNA) in 1994 was synchronized
with the world's attention to the human and economic development issue, as well as with the
newly global attention to the Millennium Development Goals (MDGs). PNA has paid special
attention to the issue of human and economic development as it aims to establish and prepare
for the stage of state building. Due to its international relations and commitments, PNA
adopted the pursuance of achieving the human and economic development as well as for the
MDGs, this accordingly influence the interest in developing the Palestinian society and its
organizations including the cooperatives. Palestinian Ministry of Labour –General
Directorate of Cooperative (MoL – GDC) as well as many international organizations,
3

especially the International Labour Organization (ILO), paid much concern and attention to
cooperatives and their development.
Despite the existing of hundreds of cooperatives, and the diversity of interests and
endeavors to promote cooperatives; still cooperatives have weak role in economic
development and in need for improvement.

1.3 Research Questions
1.3.1 Main Question
The researcher has reviewed several previous studies, which showed and highlighted the
importance of the role that cooperatives can play. Accordingly, the main devised question of
this research as follow:
What is the role of cooperatives in developing the Palestinian economy?

1.3.2 Sub Questions
1. To which extent do cooperatives can contribute to the economic development in
the Palestinian Territories?
2. What factors are responsible for cooperative sustainability to achieve economic
development?
3. What constrains the efficiency and continuity of cooperatives role in achieving
economic development?

1.4 Research Hypothesis
There is statistical significant relationship at a=0.05 between cooperative role,
represented by (Number of Cooperatives, Membership of Cooperatives, Employment of
Cooperatives, Total Income of Employment, Annual Expenses of Cooperatives, Annual
Projects Value, Cooperatives Capital) and economic development in the Palestinian
Territories.

4

1.5 Research Variables
1.5.1 Dependent Variable
The dependent variable is Economic Development in the Palestinian Territories
(ED), a numerical variable that will be measured according to the following indicator:


Real Gross Domestic Product per capita (GDP p/c) which is
defined as “an approximation of the value of goods produced per
person in the country, equal to the country’s Real GDP divided by the
total number of people in the country”.

1.5.2 Independent Variables
1. UR: Unemployment Rate - (Numerical variable)
2. N: Number of Cooperatives - (Numerical variable)
3. M: Number of Cooperatives Members - (Numerical variable)
4. E: Number of Cooperatives Employees – (Numerical Variable)
5. I: Total Income of Cooperatives Employees - (Numerical variable)
6. X: Total Annual Expenses of Cooperatives - (Numerical variable)
7. P: Total Annual Projects value of Cooperatives - (Numerical variable)
8. K: Total Amount of Cooperatives Capital - (Numerical variable)
9. S: Economic Stability - (Dummy variable)
The proposed model is:
GDPL p/c = α + β1URL + β2NL + β3ML + β4EL + β5IL + β6XL + β7PL + β8KL + β9SL + e
Expected Signs

-

-

-

+

+

+

+

+

Where:
-

α: Constant Term

-

L: Location and denoted by G for Gaza Strip and W for West Bank

-

β: Coefficient

-

e: the random error

5

-

1.6 Research Objectives


To identify and recognize the history, current status and future of cooperatives in the
Palestinian Territories.



To examine to which extent the cooperatives contribute in promoting the economic
development in the Palestinian Territories.



To study the factors those influence the stability of cooperatives and their role in
economic development.



To determine which type (s) of cooperatives have more contribution in economic
development.



To determine the types of cooperatives that should be targeted in the economic
development policies and plans.



To conclude reliable recommendations directed to the concerned authorities and
entities -the decision makers and the cooperative’s members-, to enhance the role of
cooperatives in economic development.

1.7 Research Importance
In 21st, December 2009, the UN in its press release no. DEV/2784 declares that 2012 is
the international year of cooperatives. This will draw the attention to major issues related to
cooperatives and will raise awareness of cooperatives and seek ways to increase their
contribution to social and economic development.
This research is an important contribution to the national development efforts of the PNA
targeting job creation and poverty reduction. More specifically, the research contributes to
the ongoing reform process of the MoL, which seeks to promote an enabling environment for
greater decent work opportunities. The following points are summarizing the importance and
contribution of the research:
1. This research is designed to reach the goal of contributing to improve knowledge
on the role of cooperatives in economic development. Specifically, it tries to reach
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the objective of identifying cooperatives’ factors influencing the economic
development in the Palestinian Territories.
2. Based on the researcher knowledge, this is the first academic research in this field
that apply an econometric model, it will direct and guide researchers and decision
makers to pay attention to cooperatives as a contributor to economic development
of the Palestinian economy.
3. The concurrence with the international concern in cooperatives, and considering
2012 as the international year of cooperatives gives the research importance and
advantage.
4. The researcher made great efforts to find any local study related to the research
topic, all the existing studies were about a specific type of cooperatives, either
agricultural or credit but not about the role of cooperatives in economic
development.
5. The conclusions of the research will be considered as consultation to the
concerned authority to modify some strategies and policies in this field to improve
the cooperatives and to target them as a contributor in improving the Palestinian
economy.

1.8 Research Justifications
Cooperation is deeply rooted in the Palestinian Territories life and has contributed in
enabling Palestinian citizens to use available resources more effectively. Nevertheless,
cooperatives as economic organization based on voluntary unions have suffered and still
suffering from a state of stagnation since the nineties of the last decade; many registered
cooperatives are inactive and a relatively limited number are working efficiently. It is
noticeable through a thorough sight that the cooperative spirit and culture have diminished
also in the Palestinian community.
According to the records of the MoL – GDC in 2010, about 662 cooperatives are still
operating actively in the Palestinian Territories, the majority of them work in the agricultural
and housing sectors. As cooperatives have potential to create jobs and contribute to socio7

economic development, their role in the Palestinian Territories constrained by low
membership coverage, limited economies of scale, insufficient financial resources, poor
management performance, as well as prevailing Israeli restrictions. It is encouraging to note
that national efforts in supporting cooperatives have accelerated in recent years. In response
to the vision outlined by the Palestinian Government, the MoL developed a strategy of the
development of the labour sector, placing employment at the forefront of the national agenda.
Cooperatives development is one of the key priority areas outlined in the new strategy to
ensure that cooperatives become viable business enterprise, owned and controlled by their
members, creating jobs for the unemployed and contributing to national economic and social
development.
From the above background, this research examines the role of cooperative societies in
economic development with a view to throwing some light on the nature and features of
cooperatives. It investigates the ways in which cooperatives can act as agents towards
sustainable community development. The justification of the study precipitates from the fact
that although investigating the role of cooperatives on the international scale is not a new
phenomenon, in the Palestinian Territories; results of such researches are still scanty and
incomprehensive.

1.9 Research Structure
The research is structured into sex chapters. First chapter is a general introduction where
the reader can see the reasons why research issue is chosen and research questions with the
hypothesis and research variables. Second chapter includes literature review summarizing the
debates and related studies around cooperatives and their role in economic development.
Third chapter is about theoretical background of the research focusing on the emergence of
cooperatives internationally, regionally and locally. Fourth chapter is a complementary
chapter to the theoretical background one, focusing on the economic development, its
definitions, theories and indicators, and the way that cooperatives contribute to it. Fifth
chapter describes the empirical study, the main sections of the research with findings and
discussions around the role of cooperatives in economic development with statistical and
economical discussion. Last chapter, the sixth one, is conclusions and recommendations.
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2.1 Introduction
Literature review is a crucial part of the study, where it requires an excellent knowledge
and understanding of the research area. It shows how the research is built rationally on
previous works. Besides, it shows the importance and relevance of the research, identifies
different viewpoints and highlights areas of controversy.
In reviewing of literatures, an attempt has been made to review several researches,
articles, studies and books related to different issues of cooperatives in different countries,
particularly in the Palestinian Territories. From the available literature, different types of
thoughts and analysis on cooperative enterprises were found.
Literature review was done throughout the research process. At the beginning, the
literature review was to identify what people have said or debated around the research issue
on the role of the cooperatives in economic development; how they proved with evidence and
what conclusions were. Basing on that review, the research developed an analytical
framework and data needed in the field. Literature review was also carried out during data
collection and analysis to fit with those. Literature used in this research included debates and
related studies discussing around the contribution of the cooperative societies in economic
development in the world and in the Palestinian Territories.
Locally, the researcher reviewed eight previous studies about cooperatives role in
development. Seven Arabic studies also been reviewed. Internationally; there are many
studies focused on the role of cooperatives in development, here, the researched selected
carefully the most relevant ten studies in this study.

2.2 Palestinian Studies
2.2.1 Al Zaru, ( 2012): “The Condition and Potential Development of the
Palestinian Cooperative Movement from the Perception of Policy and
Decision Makers”
The study is an analytical study on policies and strategies of cooperatives in the
Palestinian Territories. It aimed to explore views of decision makers and policy makers about

10

the situation and potential development of Palestinian cooperatives since the establishment of
the PNA in 1994. It depended on both qualitative and quantitative approaches.
Findings of the study show the weakness in the institutional structure of the Palestinian
cooperatives with the weak participation of women. It shows the absence of appropriate legal
environment where there is no Palestinian cooperative law. It also concluded that there is a
financial dependency and lack of funding. Lack of cooperatives awareness among members
and bad cooperation among cooperatives are also found in this study. Besides, the limited
spread of cooperative thought among the community.
Many results and recommendations were presented in the study to activate the
cooperative movement and overcome its current crisis, and enable it to contribute to the
comprehensive and sustainable development process and job creation.
It recommended that the PNA, community members and cooperatives should pay
attention to the importance of participatory mobilization of the cooperative sector. The
government must support the existing cooperative organizational structures and to enhance
the economic returns of the cooperative movement, with the hand give to dissemination of
cooperatives awareness and culture.

2.2.2 MoL-GDC, ( 2011): “Agricultural Cooperatives in the West Bank”
The study focused on the diagnostic aspects of the agricultural cooperatives from
different axes through many elements that were studied in order to develop conclusions,
recommendations and suggestions. The study community included 114 agricultural
cooperatives in the west bank. It was based on questionnaires and interviews with the
targeted cooperatives and cooperative unions to collect necessary and primary data. The data
collected was then analyzed using the statistical analysis software SPSS.
The most important finding for the study is that 48% of the cooperatives do not have
economic projects while 68% of the cooperatives that have projects are private and not
cooperative, with the financial deficit threefold the excess with 58% of the projects not
achieving profits according to the recent fiscal year.
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In this study, the most important conclusions focused on the weakness of cooperative
awareness and understanding exists. Also, it concluded that there is a weak role of
cooperative sector in employment, volunteer work among members of the general committee
or local society, and low participation of women contribute to its weakness.
Finally, the study has recommended that there is an importance of disseminating
cooperative awareness and understanding among the society. And the membership of
cooperatives should be increased. Also, it recommended stimulating and encouraging the
establishment of economic projects designed for cooperatives or in partnership with other
institutions to maintain its sustainability.

2.2.3

MAS, (2010): “Agricultural Cooperatives in the Palestinian Territory:
Current Status and Perspectives”

The study aimed to identifying, evaluating, and analyzing the current situation of
agricultural cooperatives, establishing methods of promoting them, and transforming them
into a driving force for sustainable development. The Findings and recommendations of this
study are useful for decision makers and all those interested in activating the collaborative
work as well as alleviating the weaknesses and restrictions limiting their activities.
It have listed many problems facing agricultural cooperatives which are problems
associated with the marketing of agricultural products, problems associated with the small
and diminishing size of the capital possessed by cooperatives, the low penetration of
collaborative thinking, the absence of governmental support to cooperatives, the outdated
natures of the cooperatives laws that are applied in the West Bank and Gaza Strip and the
poor management of funded projects at cooperatives.
Conclusions and recommendations of the study were directed to the Palestinian
Government to take some actions to allow cooperatives to market their products as proper,
with the need of cooperatives to the full support of the PNA. PNA should draft a cooperation
strategy in line with the law and principles of cooperative action, with the urgent need for
one modified cooperatives law applied in both the West Bank and Gaza Strip.
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Moreover, it recommended the cooperation department to provide cooperatives with
financial and managerial consultancies, but not to drop the right of cooperatives from being
exempted from mandatory contributions to the funded projects, while maintaining
contributions from beneficiary members to ensure funding is properly used.
For cooperatives itself, the study recommended that cooperatives members require
training courses in how to promote collaborative thinking, and cooperatives’ projects should
be based on a real “need assessment” of cooperative communities.

2.2.4 Qadous, (2009): “Cooperatives Financing and the role of Cooperative
Unions and the Palestinian Institutions supporting the Cooperative
Movement”
The study discussed the problems of the Palestinian cooperatives, where the most
important problem was the different legislation of cooperatives among all of the West Bank
and Gaza Strip; the existing Cooperative Law in Gaza Strip is the Egyptian Law No.50 of the
year 1933, on the other hand, the West Bank cooperatives currently adhere to the Jordanian
Law No. 17 of the year 1956. And these two laws are subject for two different legal systems,
in addition, these laws have become two ancient too, and no longer suitable for the political
and economic evolutions in the Palestinian Territories.
In addition, the study highlighted the obstacles that facing Palestinian cooperatives which
suffer from the limited culture of their members and their knowledge of society in general,
and the values and principles of collaborative work and its sole. And limited technical,
administrative and financial capacity that enable cooperatives to establish economic projects,
where many cooperatives are managed by members of their board of directors without
having sufficient experience in the cooperative project management.
The study concluded that cooperatives do not rely on specialized staff with experience in
business administration, and therefore the most active cooperatives still practice
improvisational way of working, and that achieving success in some of them linked to the
presence of people in certain positions. Also many cooperatives face problems in financing,
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where the lending opportunities available to them are limited and in small amounts that can
be obtained from some of the supporting institutions.
The most important recommendation was directed to the PNA to provide much financial
and administrative support for cooperatives. With the need for new cooperation law
regulating the work of cooperatives and keep pace with these various evolutions, and unites
the valid laws.

2.2.5 Sarsour, (2009): “Issues and Strategies for Building the Capacity of the
Palestinian Cooperatives”
Sarsour have emphasized the important role of cooperative work in the Palestinians’ life,
especially in the absence of the Palestinian state, after 1967 cooperatives had a prominent
role in the economic, social and political development. He shows that cooperatives offered
services to its members and particularly in lending, providing the requirements of production,
land reclamation and the establishment of productive projects in the field of food processing
and marketing operations and export.
The study also emphasized that cooperatives provided many other services, particularly
the consumer and housing cooperatives. In other words, cooperative have a wide range of
span that can play an important role in the economic and social sectors in the Palestinian
society.
It recommended that cooperatives should focus on the most developmental sectors which
have real impact on the society. And it should create among cooperation -as one of its
principles- more creative ideas that would lead to a state of satisfaction towards its role in
development.

2.2.6 Marei & Others, (2006): “Horizons of Farmers Profitability Improvement”
The study focus on the status of agricultural cooperatives in the Palestinian Territories,
which passed through different stages based on the changed political situation in the region.
The most important points highlighted by the study, is that the advancement witnessed by the
cooperative sector was after the emergence of the PNA, and that the most important obstacles
facing cooperatives is the Israeli occupation control at the crossings and borders; and
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therefore difficult to move, like any institution working or individual living within the
borders of the Palestinian Territories.
It pointed out that any change in the agricultural sector depends on the farmer's decision
to accept this change. Therefore, it is necessary to engage the farmer in the decision making
process, while this is applied only in his association that representing him at the farmers
general union.
Also, the study recommended the necessity for cooperatives to supervise the
implementation of various development programs, and provide special services for farmers,
such as loans, or take advantage of grants offered by various institutions, and cooperatives to
guarantee farmers.

2.2.7 Devres, (1992): “Evaluation of West Bank/Gaza Cooperative Sector
Projects”
The study provided an evaluation of the funded assistance to the cooperative sector in the
West Bank and Gaza and, in particular, the performance of cooperatives in the
implementation of programs and projects.
It founded considerable controversy surrounding the notion of a "cooperative sector." It is
a complex concept that can refer exclusively to "registered" cooperatives or more broadly to
both "registered" and "popular" cooperatives. It shows that the cooperative sector comprised
up to 750 cooperatives, including 381 which were registered before 1967. There were
approximately 353 agricultural cooperatives in the West Bank and 48 in Gaza.
The study concluded that cooperatives should receive continued assistance to improve
their operations but that their activities need to be qualified and clarified. Also, cooperatives
still need to focus more on the particular goals of "cooperative strengthening," "institutional
development" and "human resource development." They need to improve their management
information systems and they need to develop assurances that their projects are costeffective. Cooperatives can serve as models and pilots for other cooperatives and they need
to find more effective ways for diffusing the knowledge and experience gained from other
successful cooperatives.
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The study recommended cooperatives that have had difficulty, that future planning for
their needs not only involve the management and the Board of Directors but also the general
members. Members need to be kept better informed of progress on new projects by the
Boards. There is a need to enhance cooperative education activities within cooperatives.
There is a need for additional financial assistance, and it should be in the form of grants and
loans.

2.2.8 Zaghmouri, (1991): “Cooperatives and Development in the Palestinian
Territories"
The study take up the link between the role of cooperatives and the concept of
development which aims to raise the level of farmers, and here comes the role of agricultural
cooperatives as a suitable institution for building the capacity of these human resources, and
as a school to teach its members how to overcome their problems. The study emphasized the
central role played by the agricultural cooperatives in the economic and social development
at both the individual and the community level.
From the results that have emerged in the study that the increase of agricultural
production comes through the agricultural guidance that the cooperative present, and the
utilization of machinery and modern agricultural methods.
The study recommended that we should not considering only the side of the economic
and financial feasibility study of agricultural cooperatives, but also must take into account
other sides such as social and cultural side, as well as to develop a democratic style of work
practiced by the cooperatives, which contributes to the awareness of the spirit of teamwork
and develop it. Thus, cooperatives impose their impact on the local community and
contribute to the development process.
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2.3 Arabic Studies
2.3.1 ICA, (2010): “Housing Cooperatives in Egypt”
The study aimed to study the previous and current status of housing cooperatives in
Egypt, with highlighting the history of housing cooperatives which first established in 1930s.
Besides, it discussed the history of the cooperative movement in Egypt and its contributions
to development, and obstacles facing different types of cooperatives.
Findings of the study tells that in the last decay the whole cooperative movement
experienced a painful shift, from being fully supported and promoted by the State to a free
market economy. Moreover, the relationship between the cooperative movement and the
administrative governmental agencies is difficult. Cooperative development can be blocked;
cooperatives can be dissolved and their activities can be arbitrarily obstructed affecting their
growth and capacity to adapt to the new economy.

The study found that the cooperative housing movement in Egypt is a tiered system
comprising four levels. It consists of 2,320 primary housing cooperatives, 4 Joint Associations
for Building and Housing, 13 Federal Associations for Building and Housing and the Federation
of Cooperative Housing. And the turnover of the cooperative housing sector in 2008 was
1,074,800,000 Egyptian Pounds. The member investment totals 17,277,300,000 Egyptian
Pounds. The housing cooperative societies employ 300 employees of which 65 are women.
The study recommended to support and protects housing cooperatives. Housing cooperatives
to be customs exempted for imported goods. Moreover, it recommended putting housing
cooperatives under strict supervision of the ministry of housing and to give them the authority to
inspect the administrative and financial administration, and monitor the board of directors.

2.3.2 Alnafissa, (2009): “The Analysis of the Economic Performance of Al
Butain Agricultural Cooperative Association in Qaseem Region”
The study aimed to evaluate the performance of the agricultural cooperative in Al-Butain
region in the Kingdom of Saudi Arabia (KSA) through studying the most important features
of cooperative movement in KSA, analyzing facts and activities of the agricultural
cooperative in Al-Butain, measuring the most important financial monitors for the assembly,
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and determining the most important problems and obstacles facing cooperatives and how to
overcome them.
The researcher highlighted some problems and obstacles that facing agricultural
cooperatives, some of them were: low market share of cooperatives production, credit and
saving cooperatives weak financial resources, cooperative limited access into rural industry,
and the few number of machinery owned by cooperatives. Finally, agricultural cooperatives
as other type of cooperatives are facing marketing problems since they don't receive any
marketing services and support.
The study concluded that cooperative movement in KSA still considered recent and rely
on the government support that is why it still have a weakness in the cooperative awareness.
Finally, it recommended giving support to cooperative to form a strong economic position
that enables them to provide production elements and agricultural instruments for the
members in low prices. And to pay attention to cooperative training through training courses,
to qualify members and workers in agricultural cooperative assemblies.

2.3.3 Esim & Omeira, (2009): “Rural Women Producers and Cooperatives in
Conflicts settings in the Arab States”
The study aimed to discover and highlight the potential of cooperatives for sharing risk,
pooling resources, learning together, generating income, and balancing work and family
responsibilities. Sample cooperatives were taken in three Arab countries; Iraq, Lebanon and
the Palestinian Territories.
It found that Cooperatives in the three countries remain marginal, and often organizations
labeled as cooperatives do not adhere by cooperative principles. Since donor dependency has
become pervasive, interventions should focus on skills development for the sustainability of
cooperatives. Training needs adaptation to the local context, and gender responsiveness is
necessary for the success of interventions.
Another finding of the study was that the functioning of cooperatives in the three
countries has been closely linked to political alliances. The cooperative movement in Arab
region has at best a tainted history. Old cooperatives have a bad reputation with corruption,
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bad management, and other features, also related to their close ties with government. While
there are negative effects to the politicization of cooperatives, there can also be positive
effects. In the occupied Palestinian Territories, economic cooperatives were set up by the
women's committees around the first Intifada as a part of the popular front of mass
mobilizing efforts. Today, Palestinian women cooperatives are marginalized as the women's
movement in the post Oslo period shifted to professional NGOs, research institutions, and
women's centers, among others.
The study emphasized to expand the potential role of cooperatives in organizing for rural
women, building on their actual experience in conflict settings. Cooperatives can allow for
sharing risk, pooling resources, learning together, generating income, and balancing work
and family responsibilities. The labour intensiveness of cooperatives can support
employment expansion, and their decision-making process can contribute to improving
women’s position and status. They can also be conducive for social cohesion, and the
transformation of social norms towards more gender equality and mutual support, although
there needs to be enough trust in place first, an outcome of the political process.

2.3.4 SCPD, (2007): “Future Economic Role of Cooperatives in Kuwait”
The study aimed to evaluate the economic role of cooperatives in Kuwait, including all
cooperatives sectors. It highlighted the social and economic role of cooperative sector in
Kuwait since the history of cooperation starts in 1940s and cooperatives play an essential role
in the lives of Kuwait citizens.
The study pointed the features of cooperatives in Kuwait, specially the evolution and
increase of cooperatives membership from 2001 to 2006. Moreover, increase in the
established new cooperatives in the same period that what led to the increase of the share
value of cooperative sector.
Findings of the study showed that cooperative sector in Kuwait have good and accepted
role in development, especially in job creation and production. There still expected economic
roles of cooperative sector in Kuwait that it would play in future. Besides, the study found
that production cooperatives save more than 30% from the market needs of meat production,
consumption cooperatives provide 80% of the retail market.
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The study recommended the integration between the private and cooperative sectors in
Kuwait; it encouraged the cooperative incubators to develop the small enterprises. Also it
recommended establishing a cooperative school to spread the culture and values of
cooperation among the community. To establish a cooperative bank; considered as the
financial referral for cooperatives.
Finally, it recommended expanding the fields of cooperation in Kuwait, to participate in
productive projects in Arab and regional countries. Cooperatives must build regional and
international links with Kuwaiti cooperatives and to exchange experiences and knowledge.

2.3.5 Alokdeh, (2006): “Reorganization of Jordanian Cooperative Sector Reality and Ambitions”
The study aimed to study the status of Jordanian cooperatives and to study the impact of
reorganization of Jordanian cooperative sector. An analytical study along with a field
investigation were conducted on the reorganization process to figure out the opinions of the
field workers who hold the leading positions in the cooperative movement on the
reorganization operations and the expected results.
The study resulted several conclusions, the most important of which is that the past
reorganization process led to the immigration of qualified workers or members of the
cooperative field which weakened the organizational concern about the philosophy of
cooperation.
The researcher recommended applying a strategy with clear visions and goals that
includes amending the cooperative law as a matter of urgency. To establish a cooperative
Bank to provide loans necessary for agricultural cooperatives with suitable interests and
consequently overcoming the problem of the budget deficit. Also, to allow agricultural
cooperatives to contract directly with the agricultural factories that produces production
requirements and consequently the possibility of providing them for farmers at suitable time,
prices and quantities. Moreover, the study recommended to carrying out necessary studies
and researches for developing cooperatives and evaluating their performance.
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2.3.6 Mohamed, (2004) : “Role of Agricultural Cooperatives in Agricultural
Development – The Case of Menoufiya Governorate, Egypt”
The main objectives of the study are to identify the current status of agricultural
cooperatives in Menoufiya Governorate in Egypt, and to determine the ability of agricultural
cooperatives to mobilize resources for achieving its activities, also to determine the ability to
employ the available resources. Besides, the most important objective was to measure the
contribution of the agricultural cooperatives in agricultural development.
The study was carried out in two districts in Menoufiya Governorate. Results show that
73 % of agricultural cooperatives were found to have insufficient budgets for achieving their
activities, 71,2% of them have a low capability of mobilizing resources, 48,5% of them have
a low capability of employing resources and 87,9% of them have only limited contribution to
agricultural development.
The study concluded that most of the agricultural cooperatives in Menoufiya Governorate
are not playing their role in the agricultural development in the desired effectiveness. This
fact makes it necessary, that these small cooperatives need to be modified in order to form
more efficient, self-dependent economical bodies, which are capable to run themselves
administratively and financially.
Finally, the study recommended that these cooperatives were given more economical and
organizational freedoms to make them less dependent on the central cooperatives, especially
in obtaining and distributing the production inputs. During planning of agricultural
development, the government should activate the coordination and cooperation among the
roles of both agricultural cooperatives and other organizations in the villages, in order to
enhance their abilities and the organizational effectiveness in the agricultural and rural
development.
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2.3.7 Qaqish & Khasharmah, (1997) : ”Cooperative Societies Profitability in
Irbid Governorate”
The study pointed to the existence of the problem of cooperative weak spirit at Irbid
cooperatives in Jordan. Also, it pointed to the problem of bad administration of the granted
loans to the cooperative members.
Findings of the study showed that in some cooperatives in Irbid, loans are given to
illegible applicants, assistance are submitted to people who are illegible too. Also, it
concluded that many behaviors and flow of grants and aid are not implemented in the right
way, and should be revised.
The study recommended procedures to be followed for the advancement of these
cooperatives, such as awareness campaigns, workshops and seminars designed to spread the
spirit of cooperation among people with awareness of the benefits they can derive by taking
part in cooperatives. With respect to loans, it must determine the amounts of such loans
based on accurate studies to the needs of the user and actual ability to repay, and guarantee
loans to ensure recovery of loans in due dates, and tighten controls on loans to make sure
they are spent for the purposes decided for them.
Also, it recommended that cooperatives must perform feasibility study for the projects
they intend to implement in order to achieve the best possible profit and avoid loss, and
cooperatives can take advantage of utilizing its resources in the best manner. Finally,
cooperatives should focus on self-financing and expansion of its activities without relying on
foreign loans whenever possible.
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2.4 International Studies
2.4.1 Azmah Othman & Others, (2012): “Factors Influencing Cooperative
Membership and Share Increment”
This study investigates factors that influence cooperative membership and their share
capital increment using the binary logistic regression analysis. The researcher collected data
from survey of 380 respondents from cooperatives in Malaysia. The study showed that age,
occupation, and membership duration are important predictors in the model.
It was found that people in the older age group (45 years and highest) are 19 times more
likely to become members. Those in the private sector are 0.517 less likely to become
members as compared to government servant. Those that carefully attended cooperative were
found to be 4 times more likely to increase their cooperative share holding.
The study found that cooperative movement is facing problems and challenges that need
to be address by the cooperative themselves and the government. They are also facing
problem generating and getting sufficient capital to implement their activities. The
importance of cooperative movement in the economic development and lack of research on
cooperative in Malaysia has motivated the researcher to examine the factors that might
influence cooperatives’ membership preferences and the factors that affect and influence
members’ decisions to increase share capital contribution.
The study recommended that cooperative movement should reach out to the younger
generations. This can have an impact on the cooperative business, sustainability and future
success. Also it should enhance the trust and commitment of the young members, the
movement must pay attention to ways of attracting new members.

2.4.2 Ali Akbari & Others, (2011): “Contribution of the Cooperatives in
Industrialization of Rural Iranian Regions”
The study considered the less-developed and developing countries are distinguished as
rural nations where most of the people are living in rural regions and engaged chiefly in
agriculture. It also pointed that, especially after the World War II cooperatives were used as
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an instrument of rural industrialization and development policy. One of the worldwide
instances was the case of Iran. Cooperatives could make contribution not only to the rural
industrialization but also to other social, political and economic development of a country.
The study concluded that most of less-developed and developing countries are
distinguished as rural nations where most of the people are living in rural regions and
involved chiefly in agriculture. It also emphasis that for maintaining development in the
backward rural regions, setting of a multi-purpose cooperative which is dealing with credit,
marketing and input supply, should be promoted.
Finally, the study recommended that we should stress on the main role and share of the
processing, supply and marketing cooperatives, which are well developed in the western
developed counties. Also it recommended taking in consideration the general principles of
cooperative movement announced by the International Cooperative Alliance. Particularly,
while providing the governments supports, which have vital importance for the developing
countries, it has to be saved the important peculiarity of the cooperatives that they are
nongovernmental organizations, which have economic goals.

2.4.3 Gualberto, (2010) : “The Effectiveness of Cooperative Development
Authority in Promoting People Empowerment in Baguio City”
The study aimed to determine the level of effectiveness of Cooperative Development
Authority in empowering the people. The main focus is the development of human resources.
Specifically, it was directed to determine the profile of cooperative officers in terms of
educational attainment and length of years of service as officers, the level of awareness of the
cooperative officers when grouped according to profile in terms of the development goals of
Cooperative Development Authority.
The most important findings of the study were that the most credit cooperative officers in
the city of Baguio acquired a Bachelor’s Degree which means that the majority of them
undergone formal education; however, bulk of the population is neophytes in the profession.
And the cooperative officers on the Cooperative Development Authority are aware in the
area of Development of Cooperatives Knowledge and skills.
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The study recommended that there is a need for the government to convince not only the
public universities or institutions but the private schools as well as to involve Cooperative
Education in their curriculum so that the people will have a first-class grasp on the
advantages that a cooperative may deliver. Also, it recommended that there is a need for
“massive information campaign” about the Cooperative Development Authority development
goals and functions so that the cooperative sector may support the agency in its cooperative
endeavor.

2.4.4 Mqingwana, (2010) : “The Role of Cooperatives in the Socio-Economic
Development of Dutywa Villages”
The purpose of the study was to investigate how the cooperatives can be used to uplift the
standard of living in the rural, with specific reference to Dutywa villages in South Africa.
Also, it aimed to investigate whether cooperatives have contributed to positive change in the
socio-economic conditions in the three villages of Dutywa.
The findings of this study showed that cooperatives play a vital role in the socioeconomic development of the rural villages. Cooperatives create self employment and
sometimes employment through temporary employment offered; provide space and time for
socialization and lastly cooperative members are sometimes through their produce able to
provide basic foodstuffs to the family.
The researcher has recommended the municipality to promote the establishment of
cooperatives as a means of addressing poverty, particularly in the rural areas. And he has
recommended the government to make special efforts to ensure that cooperatives are able to
find markets for their products. Finally, he has recommended cooperatives to make a
concerted effort to obtain information on non-financial forms of support for cooperatives
from the government and others organizations. Members should be pro-active and approach
the local municipality and the local offices of government departments for information on
what they can offer the cooperatives.
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2.4.5

Dogarawa, (2007) : “The Role of Cooperatives in Economic
Development”

The study examined the role of cooperative societies in economic development with a
view to throwing some light on the nature and features of cooperatives in Nigeria. It aimed to
investigate the ways in which cooperatives can act as agents towards sustainable community
development. The researcher used a descriptive survey, which involves the collection of data
for the purpose of describing the role of cooperative societies in economic development.
The study found that for over 160 years now cooperatives have been an effective way for
people to exert control over their economic livelihoods as they play an increasingly important
role in facilitating job creation, economic growth and social development. It concluded that a
cooperative is a unique form of business used by people and businesses for their mutual
benefit and to be effective and successful, cooperatives must continuously achieve two interrelated goals: enhance viability and improve ability to service its members; and remain an
economically viable, innovative and competitive enterprise.
The study recommended the government to provide a supportive policy, legal and
institutional framework, provide support measures based on activities, provide oversight on
terms equivalent to other forms of enterprise and social organization, adopt measures to
improve access to finance for disadvantaged groups, and topically, to promote the
formalization of the informal economy. Government can contribute significantly to
improving cooperative performance by facilitating access of cooperatives to support services,
particularly support to cooperative human resource development.

2.4.6 Neupane, (2006) : “Cooperative Movement: A people Based Development
Approach, its Role in the Economy of Nepal”
The study pointed to the evolution of cooperatives, meaning, definitions and principles,
types of cooperatives, historical perspectives at international level. And it presents the
significance and dimensions of the different issues in the cooperation sector. The objectives
of this study are to study the status and role of cooperative movement in Nepal. Also, it
studied the best practice cases of cooperatives and micro-finance institutions in different
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countries to learn the lessons. It intends to find out obstacles related to cooperatives and
recommended the strategies for them.
It concluded that cooperatives in Nepal could play considerable role in the Nepalese
economy though they have very poor contribution in the economy at present. There could be
better prospects of success for the cooperatives if management and business operation
capacities are improved, efficient, participatory, and transparent.
Also, it concludes that cooperatives could not succeed without having efficient
participatory management and effective marketing of members’ products and services. And
without active participation of its members, the cooperatives cannot increase the economic
efficiency and get succeed. Successful cooperatives can generate higher prospects of
employment, economic surplus that leads to poverty alleviation and contribution to the
economic development.

2.4.7 Anderson, (2003): “Enhancing the Growth and Economic Viability of
Landowner Cooperatives to Improve Sustainable Forest Management in
the United States”
The study examined the potential of sustainable forestry cooperatives to benefit
landowners, rural communities and forest conservation. In light of economic theory and
empirical evidence, it assess the potential of forestry cooperatives to improve economic
returns for landowners, function as a catalyst for rural economic development, enhance the
human and social capital of rural communities, and meet a range of environmental
objectives.
The study pointed that if forestry cooperatives are successful in providing ecological and
community benefits based on the economic gains of non-industrial, private forest
landowners, they will accomplish a much more intangible goal than simply changing the
landscape of forest management. They also will help bridge the deep divide that currently
separates human economic aspirations from the physical and ecological limits of our world.
The study had several recommendations for improving the growth and economic viability
of forestry cooperatives, with the express purpose of enhancing the economic, social and
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environmental benefits of these organizations. It also recommends that new and existing
forestry cooperatives must be guided by a commitment to provide members with new
opportunities, allowing landowners to improve their well being in ways that would otherwise
be impossible. Cooperatives should also facilitate and encourage membership growth,
confront the many challenges inherent in the cooperative business model, build vertical
integration based on economic viability, and formalize and standardize conservation.

2.4.8 Philip, (2003): “Cooperatives in South Africa: Their Role in Job Creation
and Poverty Reduction”
The study aimed to highlight different issues: the cooperative principles, the different
forms of cooperatives that have emerged around the world, key debates and challenges in the
cooperative movement, and the track record of various forms of cooperatives internationally
and in South Africa.
It provided case studies of the Mondragon Cooperative in Spain, the Italian Legacoop,
forms of worker-ownership emerging in response to privatization in China, and the case of
popular mobilization for cooperative development in Kerala State, in India: before turning to
the South African experience.
Findings of the study showed that in South Africa the cooperative movement remains
underdeveloped. The current status of worker cooperatives, financial services cooperatives,
housing cooperatives and others is described when there was a similar push for cooperative
development. The focus has been on worker cooperatives, which have been seen as a vehicle
for job creation, and as providing a democratic alternative to conventional forms of work.
User cooperatives have attracted less interest.
The study recommended cooperatives to have high levels of internal skill or external
technical support to succeed, placing real constraints on their potential as a vehicle for mass
job creation. To focus on their significant potential to contribute to the reduction of poverty,
to empowerment, to job creation and to enhanced forms of social mobilization to achieve
these ends.
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2.4.9 Bundu, (1997): “The Role of Cooperatives in Local Development Planning
– Case Study of two cooperatives in Philippines”
The study aimed to explore alternative roles of cooperatives in local development
planning, and their contributions to local Development. It also aimed to determine the nature
of the cooperatives' link to the local development planning process. Case studies of two
functional cooperatives in Philippines were done.
Findings of the study showed that cooperatives have social contribution to capacity
building of their members through conducting training in project planning and
implementation, management skills, leadership, and livelihood skills such as repair services.
Economically, they have contributions to employment generation, though specifically to their
members. Cooperatives serve to reduce the unemployment rate in the municipality; enhance
household income through various activities including credit assistance (re-lending), savings
and capital build-up, and production loans. Also, they have environmental contribution
through their involvement in the clean and green programs of the provincial and municipal
governments.
The study highlighted also the ability of cooperatives to contribute in the socio-economic
development and environmental management of the province and the municipality indicates
their capacity to be able to play alternative role in the planning process either as members,
implementers, or a lobby group.
The study recommends that cooperatives be made members of the Local Development
Council (LDC) in their capacity and given one-fourth (1/4) representation in the LDCs. This
representation should be taken from the three-fourths (3/4) representation of the Local
Government Units (LGUs). This is to ensure a balanced representation in the LDC in order to
allow a bottom-up participation in the local development planning process.

2.4.10 Conover & Others, (1993): “Creating Jobs Through Cooperative
Development”
The study aimed to analyze the factors most influential in creating and sustaining
ventures that are both economically viable and member-governed for cooperatives. It has
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three basic objectives: 1) to uncover and document the goals of both the founders and the
members of California cooperatives in the service sector, and to determine to what extent
these goals have been realized; 2) to identify particular organizing strategies and other factors
which influenced the success of these ventures and; 3) to offer recommendations and case
studies regarding the incubation and operation of cooperatives in order to assist work
organizers, business developers, and cooperative members as well as funders committed to
increasing job opportunities in low economic communities.
Findings of the study showed that cooperative ventures in the service sector have been
effective in improving employment opportunities. However, the majority of jobs created
have been part-time, and it has proven very difficult for most ventures to provide fringe
benefits. Also, it found that there are difficulties inherent in pursuing the twin goals of
developing profitable businesses and leadership skills of the membership.
The most important finding is that the major factors which contributed to success in
achieving both business and cooperative goal were the presence of strong and committed
business manager or organizer, and the establishment of clear internal policies to which all
members are held accountable.
The study recommended the governments and cooperatives to exchange information and
bridge the isolation that currently exists among the community of economic development
cooperatives. To developing opportunities to train and support cooperative managers. To
investigate results of all economic development ventures, and compare results of
cooperatives to other job creation efforts. Finally, cooperatives and government need to
support employment advocacy in the service sector.
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2.5 Literature Review Summary
Unfortunately, very few studies have attempted to measure the economic impact of
cooperatives at either local level, Arabic level or even the international level, which means
their contribution to economic development has not been well quantified.
Cooperative importance and role in economic development differ according to the
community they serve. Locally in the Palestinian communities and regionally in the Arab
countries, and internationally in the foreign countries; previous studies could be
summarized in the following points:


Weakness in the institutional structure of cooperatives and absence of appropriate
legal environment, with a financial dependency and lack of funding.



Lack of awareness among members and bad cooperation among cooperatives, and
limited spread of cooperative thought among the community.



Cooperatives do not have sustainable economic projects, this lead to the weak role of
cooperatives in employment.



There is significant importance of cooperative in the economic development of the
rural communities, and they serve to reduce the unemployment.



Setting of a multi-purpose cooperative which is dealing with credit, marketing and
input supply should be promoted.



Cooperative movement remains underdeveloped, especially in the Arab countries.



The Palestinian studies in general were analytical, descriptive approaches were used
to examine and highlight the role of cooperatives, their sustainability and the
effectiveness if the fulfilled projects.



Arabic studies were also analytical studies except for (Alokdeh, 2006). His study used
both qualitative and quantitative approaches, in which a statistical analysis was used.
The dependant and independent variables of the study were nominal, and been
collected using a questionnaire.



International studies were not different from both the Palestinian and Arabic studies,
since they all were descriptive. They were examining the role of cooperatives
development and local planning, and their ability to sustain and continue. Besides the
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relation between cooperatives enhancement and the impact on job creation and
poverty reduction.
The current study had attained some benefits from the previous studies in the
descriptive and theoretical parts; cooperatives social and economic role, factors that
would influence the role of cooperatives in development and planning, and the relation
between cooperatives and economic goals.
What makes the current study distinguished from previous studies is that it’s a
quantitative study using an econometric model to explore in more depth, the factors
relating to Palestinian cooperatives that play an effective role in economic development.
It considered new and more specialized in which it examines the economic role of
cooperatives which not been measured before. Studying Gaza and West Bank
cooperatives –together- is also considered “added value” for this study, since it’s not been
studied in previous studies. The current study sample was all the active cooperatives in
Gaza and West Bank, which is not been a sample for any of the previous studies.
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3.1

Introduction
Cooperation is an age-old way of achieving a goal that beyond the resources of an

individual or when working together, offers a more practical or favorable solution. The
cooperative as a distinct form of company is already over a 150-years old. Its birth occurred
at the time when the modern market economy was in its infancy and the need arose for an
alternative structure than one based on the ownership of capital - or in modern terminology, a
company owned by its members and/or customer-owners. Over the years quite substantial
commercial and industrial operations have developed on this basis in many countries
(Skurnik, 2004, p.104).
Cooperatives work is deeply rooted in Palestinian life and has contributed in enabling
Palestinian citizens to use available resources more effectively and efficiently. Nevertheless,
this type of organized economic activity based on:
1) voluntary unions, 2) self help and help others, 3) democratic principles, 4) equality in
rights and duties, 5) solidarity among members, 6) openness, 7) transparency, 8) social
responsibility, and 9) caring for others; has suffered and is still suffering from a state of
stagnation since the Nineties of the last decade; approximately half of the registered
cooperatives are inactive and a relatively limited number are working efficiently. It is
noticeable that the cooperative spirit and culture have diminished as well (Odwan & Nofal,
2010, p.1).

3.2

Definition of Cooperatives
The history of the development of the definition of cooperatives and their principles

has been subject to many debates over the last two centuries and provides vital information
on the purposes and principles of cooperatives. Early definitions seemed to focus on defining
cooperatives using the basis of how they divided their profits. Holyoake (1879), cited by
Fairbairn (1994), strongly emphasized the nature of profits and how they should be
distributed as the defining element of a cooperative (Ward & Mckillop, 1998, p.5).
Cooperatives are essentially self-help groups of people who get together to meet their
needs. They come in several forms. Consumer cooperatives provide their members with food
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and other products they need, while housing cooperatives provide shelter and worker
cooperatives provide decent work. Credit cooperatives provide savings and credit, while
agricultural cooperatives help farmers to organize the inputs they need to grow crops and
keep livestock, and then help them to market and process their products (USDA, 1997, p.10).
UN has adopted the definition of the International Cooperatives Alliance (ICA), a nongovernmental organization which is the umbrella organization for cooperatives worldwide,
where it defines cooperatives as: an autonomous association of persons united voluntarily to
meet their common economic, social and cultural needs and aspirations through a jointly
owned and democratically-controlled enterprise. The purpose of a cooperative is to allow
individuals to come together and pool their resources in order to reach a common goal which
would be difficult for them to achieve as individuals (Tchami, 2007, p.1).
The Cooperative Development Authority (CDA) in the Republic of Philippines has
defined cooperative as: an autonomous and duly registered association of persons, with a
common bond of interest, who have voluntarily joined together to achieve their social,
economic and cultural needs and aspirations by making equitable contributions to the capital
required, patronizing their products and services and accepting a fair share of risks and
benefits of the undertaking in accordance with the universally accepted cooperative
principles.
Fairburn (1994) describes cooperatives by contrasting them to other types of
organization, stating that cooperatives are owned by those who use them, not by investors or
partners whose interest is to make a profit from them. This explanation highlights the main
difference between cooperative entities and normal profit making entities (Fairbairn, 1994,
p.31).
Another definition provided by Mladentaz (1933), describes cooperatives as:
associations of persons, small producers or consumers, who have come together voluntarily
to achieve some common purpose by a reciprocal exchange of services through a collective
economic enterprise working at their common risk and with resources to which all
contribute. It could be surmised that in the space of sixty years the definition of a cooperative
had changed significantly. To examine the continual changes that have taken place to the
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definition and principles of cooperation it is important to analyze the factors contributing to
the emergence of the cooperative movement (Ward & Mckillop, (1998), p.6).
In other words, the purpose of a cooperative is, for example, to allow someone with only
five kilograms of a given product to sell, transport or transform them at the lowest cost
possible and under the best of conditions. Such an option allows, simply by joining with
others to form a business, to benefit from economies of scale, and so reducing cost.

3.3

Types of Cooperatives
Cooperatives as a form of organization can appear in any of the three principal sectors of

the economy: the government, or public sector; the corporate, or private sector; and the
nonprofit, or civil sector. Cooperatives as legal entities must first be registered at the Ministry
of Labour in the Palestinian Territories; there are commonalities across cooperatives that
qualify them as cooperatives, regardless of sector or legal structure.
Thus the many ways in which cooperation can be threaded into the social fabric make it
difficult to envision a simple taxonomy of types of cooperatives. (Shaffer, 1999) describes
the following typology of cooperatives: Agriculture; Communal settlements/farming;
Consumer; Financial; Cooperative banks; Savings and Credit; Credit unions; Fisheries;
Forestry; Housing; Industrial; Handicraft; Cooperatives of disabled persons; Insurance;
Multipurpose; School and youth; Service (Electricity; Telephone; Irrigation; Petroleum;
Transport; Health care; Pharmacy; Cooperative nurseries/preschools; and Cooperative
memorial societies.
Simply, cooperatives can be categorized by their purpose; their members procure from
and/or provide goods and services to the cooperative. For example, members of grocery
cooperatives procure grocery items from their cooperatives while members of worker
cooperatives provide their labor to their cooperative. Sometimes, members provide goods
and/or services to the cooperative, as well as procuring goods and/or services; for example,
members of handcrafts cooperative can purchase supplies from the cooperative and provide
their artwork and labor to market their crafts through a cooperative store.
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In the Palestinian Territories, cooperatives operate in a limited variety of industries,
including the following:


Agricultural Cooperatives help producers assure markets and supplies,
achieve economies of scale, and gain market power through jointly marketing,
bargaining, processing, and purchasing supplies and services.



Housing Cooperatives offer housing ownership options for their members
from all income groups.



Handcraft Cooperatives help artists and crafts persons to maximize their
earning potential and working conditions.



Consumption Cooperatives are formed by businesses to purchase supplies or
obtain services at a lower cost.



Saving & Credit Cooperatives provide at-cost financial services to a wide
cross-section of the population.



Services Cooperatives engage in medical and dental care, hospitalization,
transportation,

insurance,

housing,

labor,

electric

light

and

power,

communication and other services.

3.4

Cooperatives and Non Governmental Organizations
Cooperatives are organizations whose members work together on a voluntary basis to

achieve common goals. Members are generally joining a cooperative in order to accomplish
goals that they would not be able to achieve on their own. Cooperative membership can be
composed of individuals or it can be composed of a group of businesses.
Cooperatives differ from other social and economic organizations due to the principles,
values and goals of cooperation. The following points will explain the most important
differences between cooperatives and charities, Non Governmental Organizations (NGOs) in
the Palestinian Territories;


Cooperatives are registered and controlled by the MoL, while NGOs registered
and controlled by the Ministry of Interior.
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Cooperatives aim to achieve economic and social goals, while NGOs aim to
achieve social goals only.



Cooperatives’ Capital consists of the value of members’ contributions, while
NGOs capital consists of donations.



Cooperatives are managed by their members, while NGOs are managed by a
volunteer board of directors.

3.5

Cooperation in Economic Systems
Cooperation came as one of the historic forms of agricultural production enterprises.

Today this form is still considered part of the three known forms of production; 1) the family
farm where the family members perform all works, 2) the small-scale farms, and 3) the
large-scale farms where the workers and farmers to work for compensation. In general, there
are three basic dominant rural communities, or perhaps these communities are in a stage of
transformation to become less agricultural, its agricultural system becomes less productive
and their communities benefit more. It can be transformed through agricultural capitalist
development by the establishment of production units and capturing a large agricultural
sector. And this transformation can take the form of cooperatives formation or collective
farms under the State control (Harris, 1982, p.37).
There are many examples in the world about cooperatives, such as those that emerged in
the Soviet Union in the twenties of this century, which was known as (Associations for Joint
Cultivation) farms and (Compact Farms) in the Philippines, as well as cooperatives (Gung–
Ho) for collective action in China during the period 1911-1949, the collective farms during
the period of Mao Tse-Tung1 since the 1950s till the mid of 1970s, and the Hungarian
collective farms. For the various cooperative forms there are principles and different bases
that reflected in the right of ownership, ways and means of production and marketing, in
some of these cooperatives, some property can be owned or used collectively, such as
buildings and large machinery and equipments, also some production processes could be
practiced collectively such as the cultivation of part or all of the land, gather all the harvest of
all or part of it (Lockett, 1987, p.4).

1

Mao Tse-Tung was the Chairman of the Communist Party of China, (1935-1976).
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3.5.1 Cooperation and Capitalism
The capitalist system came as an economic system on the ruins of feudalism with the
hope to act as the savior, and contribute to the rational use of resources and economic wellbeing of the individual and society. And over time this system suffers from many economic
and social problems and diseases which appear in the poor distribution of wealth and income,
and what resulted from the division and class struggle, the emergence of many economic
crises due to the concentration of capital in the hands of a small group of capitalists, while
the majority funds are limited and their purchasing power is low, and the owners of capital
took control of political life and the use of state power in their favor private. All of these
disadvantages in addition to many others were behind the emergence of cooperative thought
in capitalist societies, which came as a tool to alleviate this suffering, and with the
encouragement of the capitalist countries, cooperatives were established in its various forms,
consumer, lending and productive form (Zaghmouri, 1991, p.4).
In another field, there was established in capitalist societies other productive forms, the
most important of those which are based on the individual property or the company, as well
as charities that they provide temporary solutions to alleviate the contradiction with the hardworking and unemployed, but these other productivity forms differ with cooperatives and
relatively from one case to another. For example, almost corporate and individual property
projects are the antithesis of cooperatives, while charities that help and support the hardworking and other beneficiaries are closer to the cooperatives, as well as the case there is a
difference between the individual projects, public companies and cooperatives (ibid, p.4).

3.5.2 Cooperation and Socialism
Socialist economic system based on the control of community for the facilities and
institutions, especially with a monopolistic nature and ownership by the state, and the
distribution of income fairly, and on these principles and other principles the cooperatives
were established in the socialist system as economic and social enterprises for the workers
and farmers, based on the work of collectively for its members in various areas of economic
activity, It also recognizes for the members of the cooperative their right of property and
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individual freedom to manage their work themselves with the intervention of the State in
guidance and counseling as a regulator of production of society (Zaghmouri, 1991, p.5).
Theoretically, the cooperatives in both capitalist and socialist systems do not differ in
terms of the nature of the work, both in moving towards a substantial investment in
production and marketing. But the difference lies in the distribution of revenues and the
aspects of state intervention. Cooperatives in the socialist system are working according to
plans laid down by the state and play its role as part of the planned economic activity, as well
as they are affected like any other economic sector in the case of economic crises in those
countries, and also that the cooperative thought should have an essential role in building the
individual and society as it achieves many of the goals of socialism.
In the application of socialism, after the success of the socialist revolution in 1917
and the establishment of the Soviet Union, the state encouraged cooperatives and gave them
the task of monitoring on the economic facilities, and economic sectors have been linked to
cooperatives, especially the agricultural sector. And with the continued application of the
Marxist socialist thought which is based on state ownership of all means of production and
services and goods sector, the cooperative movement which based on private property was
vanished because it is contrary to the basic concepts of this system. Also part of the
production became goes to the State (Zaghmouri, 1991, p.5).
It is clear that there are differences in the applications of socialism by the principles
of the cooperative system that mainly created and developed in the capitalist system, it was
not surprising the appearance of though-schools in the socialist countries that apply the
cooperative system according to its thoughts, demanding to return to the concepts, principles
and goals that cooperatives were based on, which depends on the right of ownership of the
means of production and the right of returns and interest on capital.

3.5.3 Cooperation and Islam
The greatness of the Islamic religion that it is valid for all times and places, which
requires flexibility, comprehensiveness and ability to accept any new that people need in
their transactions and contracts. In the Islamic legislation, the judgment on contracts and
transactions are all permitted unless there is a concept that prevents it in Islam. That only
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because Islamic legislation is based on the bringing of interests and let the harm away, which
means that all what brought the interest and avoid the harm is from the law of Almighty
Allah, even if it is not stipulated specifically.
Organized cooperation, which is in the new format called cooperative, is one of what
people had introduce recently in their transactions and contracts. It is indisputable that the
principle of cooperation between members of the Muslim community, which decided by
Allah and ordered in the Quran by saying: (But help ye one another unto righteousness and
pious duty. Help not one another unto sin and transgression), (Quran, Surah Al-Maeda, verse
2). Muslims are still in compliance to this principle after the prophet Mohammad (pbuh)2 till
the day of Resurrection. Recently, cooperatives are considered as channels of cooperation
that are translating the Islamic principle of cooperation. Cooperatives are institutions with
economic and social goals, established voluntarily by persons have similar purposes and
needs, contribute to its capital, manage it in a way of counsel, each one of them has one vote
in the management whatever his contribution to it, each one of them get his share of the gross
output, and its membership is open to all who have the same business and common interests
and wish to be a member of it (Khayat, 2004, p.3).
Despite that the modern cooperative societies established at first in the western
communities and took their formula and structure as a reaction to the disadvantages of the
capitalist system which resulted many negative phenomena’s such as the absence of the
social function of capital, this lead the affected groups by this capital system to integrate into
cooperative groups to defend their economic and social interests, it is not prohibited that
Muslim community to benefit from these cooperative experiences for the following reasons:
1. Cooperation is a genuine principle in Islam; there are many verses in the holly
Quran and many ‘Hadiths’3 by the prophet Mohammad (pbuh) that
encouraging for the commitment and the necessity of the presence of
cooperation in the Muslim community.

2
3

Pbuh = Peace Be Upon Him.
Hadith refers to reports of statements or actions of Muhammad (pbuh).
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2. Islamic economy does not prohibit benefiting from the experiences of others;
especially we have a standard from Allah that things never been mixed, which
is the Halal and Haram standard4.
3. Many positives can be achieved through the modern applications of the
principle of cooperation, for example, rural development, facilitating the
consumption needs of the members at reasonable prices, development of
trades and professions, and fill some gaps in the social activities through what
is allocated to the social responsibility from the cooperatives’ surpluses (Al
Ghamidi, 2000, p.4).

3.6

Cooperatives Principles and Goals
The international cooperative movement is based on many of the internationally agreed

principles. The basic principles underlying the system of cooperative are a product of the
early pioneers of cooperation, where they established the first cooperative in 1844 in
Rochdale / England. The cooperative people around the world agree on many basic principles
of the cooperative system however, they differ in directing their interests between a principle
and another, as well as ordering these principles according to its importance priority (Barratt,
1989, p.10).
It is worth mentioning here that the principles underlying the cooperative system has
adopted in the International Cooperative Alliance in 1966 after it was put in final form now
accepted. And the basic principles are:

3.6.1 Cooperatives Principles (Barratt, 1989)
1) Voluntary and open membership
Cooperatives are voluntary organizations, open to all persons able to use their
services and willing to accept the responsibilities of membership, without gender,
social, racial, political or religious discrimination.

4

Halal and Haram Principle in Islam: Halal means all allowed actions and behaviors or transaction, Haram is
those who are not allowed in Islam.
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2) Democratic member control
Cooperatives are democratic organizations controlled by their members who actively
participate in setting their policies and making decisions. Men and women serving as
elected representatives are accountable to the membership. In primary cooperatives
members have equal voting rights by virtue of the “one member, one vote” rule.
3) Member economic participation
Members contribute equitably to the capital of their cooperative. At least part of that
capital is usually the common property of the cooperative. Members usually receive
limited compensation on capital subscribed as a condition of membership. Members
allocate surpluses for any or all of the following purposes:
-

Developing their cooperative.

-

Rewarding members in proportion to their transactions with the cooperative.

-

Supporting other activities approved by the membership.

4) Autonomy and independence
Cooperatives are autonomous, self-help organizations controlled by their members. If
they enter into agreement with other organizations, including governments, or raise
capital from external sources, they do so on terms that ensure democratic control by
their members and maintain their cooperative autonomy.
5) Education, training and information
Cooperatives provide education and training

for their

members,

elected

representatives, managers and employees so that they can contribute effectively to the
development of their cooperative. They inform in general public, particularly young
people and opinion leaders, about the nature of benefits of cooperation.
6) Cooperation among cooperatives
Cooperatives serve their members most effectively and strengthen the cooperative
movement by working together through local, national, regional and international
structures.
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7) Concern for community
Cooperatives work for the sustainable development of their communities through
policies approved by their members. They live side by side with the community they
belong to, and have a responsibility towards theses communities and cannot ignore
their needs.

3.6.2 Cooperatives Goals
Goals of cooperatives can be divided into direct or economic goals and indirect or
social goals. The economic goals represented by the results achieved by the cooperatives in
our small community (village - town - camp), then the results achieved by the cooperative
movement in the larger community as a whole, and as it is a development tool that helps in
finding an economic entity in the economy and national savings, thus influence the growth
rates of the national income. The other indirect goals of cooperation are related to the ability
of cooperatives to play an active role in the social, political and legal fields (Zaghmouri,
1991, p.17). The most important direct economic goals and indirect social goals can be
summarized under the following points:

3.6.2.1

Cooperatives Economic and Social Goals

First: Role of Cooperatives in the National Economy
Cooperatives in many countries, in which this movement occupies a broad economic
position and numerous memberships, play a large role in the national economy in terms of
job creation, increasing national income through the increase and improvement of
agricultural and industrial production and selling services (Nashashibi & Mohammad, 1987,
p.14).
In developing countries, the role of cooperatives, beyond that of contributing to
production capacity to transfer and connect the concepts and instructional information,
technical producers of farmers and artisans, the elimination of consumer unnecessary
expenditure and encourage savings and investment, training of members, citizens and prepare
them for democratic life and to follow its means practically and public awareness of the
cooperative work (Zaghmouri, 1991, p.18).
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Second: Cooperatives and increasing National Output and Savings
Cooperatives work to increase the national production through its role in improving
the production and providing its requirements, providing guidance services and loans, and
increasing the capacity and efficiency of producers through training and supplying producers
of new varieties of products and advanced improvements and follow all new developments in
the field of production and marketing . It also helps them to market their products at effective
prices which stimulating producers to increase their outputs and expand their projects. With
regard to the mobilization of savings, in addition to the cooperatives’ investment their
capital, it urges members to deposit their savings and deposits into the cooperatives and
therefore cooperative invest these savings in productive projects for its members and the
community (Zaghmouri, 1991, p.18).

Third: Cooperatives and National Income
Cooperatives play an essential role in national income of countries. For example, in
Japan, agricultural cooperatives have a turnover of 90 billion US Dollars. And in Belgium,
cooperative drug stores/pharmacies occupy 19.5% of the market. In Brazil, cooperatives are
responsible for producing 72% of wheat, while in Kenya, cooperatives control 70% of the
coffee market and 95% of cotton. Also in Uruguay, cooperatives account for 90% of milk
production. And in Vietnam, cooperatives contribute to nearly 9% of Real GDP (Socodevi,
2008).
Cooperatives increase the productive capacity of its members and thereby increase
output and national income, that’s why they have good contribution to the national income.
Especially when talking about agricultural cooperatives, they increase output and national
income higher than the pace of business and individual contribution (Nashashibi &
Mohammad, 1987, p.16).

Fourth: Cooperatives and Agricultural Property
Cooperatives play an important role in the field of agricultural property, as
cooperation is a tool for the state in maintaining the agricultural wealth owned by the state
and leased to small farmers, as well as the cooperative movement contribute in encouraging
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farmers to use and reclaiming new governmental land that is untapped in many countries.
And cooperation also plays an essential role in the problem of fragmentation of agricultural
holdings, where many small farmers those are cooperative members and they are owners of
adjacent lands have removed barriers between them and cultivated jointly with the latest
economic methods, where this act considered a solution for the problem of fragmentation of
agricultural property (ANERA & CDP, 1994, p.31).

3.6.2.2

Cooperatives Secondary Goals

Cooperatives contribute to a great extent in providing various social services such as
cultural, health, housing and other issues that might contribute to raising the social level of
citizens. Also, they help in the provision of better political life for citizens by building the
spirit of democracy and cooperation in the community (Zaghmouri, 1991, p.19). In addition,
there are many other economic and social goals, such as:

3.7

-

Eliminating capitals monopoly.

-

Fixing or imposition of prices.

-

Organizing free competition.

-

Reducing the effect of economic crises.

-

Working to lower the cost of living.

-

Replacing profits with incentives.

Cooperatives in the World
The cooperative movement started to emerge clearly in Europe in the middle of the

nineteenth century, especially after the failure of the industrial revolution where the
European society felt frustration due to the consequences of poverty and unemployment, and
the perception then was that through cooperation the communities can improve their
economic and social situation (Abu Al Khair, 1986, p.32), the changes that have been since
that period to the present day has led many countries to the emergence of a new sector in the
national economy known as cooperative sector and which is ranked the third after the public
and private sector. In 2007, cooperatives include more than 800 million people among its
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members compared to 184 million people in 1960, and cooperatives accounts for at about
100 million jobs, and play an important role in the economy in many countries, providing
food, housing and finance and also offer a wide range of services to consumers (Otaibi, 2007,
p.17).
Many cooperative leaders had appeared from who had their efforts in the establishment
of cooperatives, such as Robert Owen5 in England, and Charles Fourier 6 in France. And the
first successful cooperative was emerged in England in 1844, where the Rochdale pioneers
developed the most important cooperative principles, and Friedrich Raiffeisen7 was the first
cooperative pioneer in Germany where he had established a cooperative for credit in the
same year, he encouraged cooperation among the poor and private farmers to solve their
problems because of their inability to meet the requirements of borrowing from banks
(Mashhadany, 1989, p.128).
A cooperative union was established for the cooperative movement of agricultural
cooperatives, and one of the Rochdale pioneers was elected as the president of the union.
And the cooperative movement in England continued improvement and development and it
established the first newspaper for cooperatives in 1871, and a seconds cooperative was
established in 1877, then the League of Women's Cooperative in 1883 to provide maternal
and child care and to improve the conditions of using the working women in factories, and so
cooperative movement flourished and spread in all the countries of Europe and then to all
regions of the world, which made it so rare to find countries in the world, whatever its
political, social, ideological, devoid of the cooperative system (Otaibi, 2007, p.24).

3.8

Cooperatives in Arab Countries
The cooperative movement began to emerge in most of the Arab countries after the

World War II, where people started to discover the importance of cooperatives, on their own
initiative and under the guidance of the state at other times. This movement came in the form
of a popular movement led by intellectuals influenced by a number of cooperative
movements in the western countries, and the positions of the Arab government’s against
5

Robert Owen (1771-1858) was a Welsh social reformer and one of the founders of cooperative movement.
François Marie Charles Fourier (1772-1837) was a French philosopher.
7
Friedrich Wilhelm Raiffeisen (1818-1888) was a German Mayor and Cooperative pioneer.
6
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cooperative movement were mixed, some were against, others were neutral and others were
encouraging them, where they worked on issuing the laws that govern the cooperative work.
The cooperative movement in the Arab countries characterized with the government
interference in its affairs, similar obstacles that encountered cooperatives such as poor
awareness of cooperation and funding since the cooperatives’ members were from the poor
community, and the rigidity of cooperative legislation, which was not allowed to evolve, but
linked with the state (Abu Al Khair, 1986, p.34).
In 2010, there are about 30,000 cooperatives in the Arab world, mostly they are
specialized in the agricultural sector (59%), followed by consumer cooperatives (29.9%) and
then the housing cooperatives (5.6%). In this context, cooperative unions met from various
Arab countries and have established the Arab cooperative Union (ACU) in 1981 in Iraq, then
relocated to Egypt in 1989. The ACU, counts among its members the National General
Federation of Lebanese Associations, the Palestinian Cooperative Movement, and six Iraqi
federations: the General Cooperative Federation, the Baghdad Cooperative Federation, the
Consumers' Cooperative Federation, the Producers' Cooperative Federation, the Housing
Cooperative Federation, and the Services Cooperative Federation (ILO, 2010, p.8).

3.9

Cooperatives in the Palestinian Territories
The collaborative work and cooperative services is a natural for the Palestinians, due to

the strength of traditional ties of family and community. Therefore, cooperatives are
considered as important mean for the survival of the Palestinian society under occupation.
The first law of cooperatives in Palestine has been prepared under the British Mandate in
1933 after 13 years of a law of cooperatives for the benefit of the Jewish minority in
Palestine in 1920. Between the years 1933 and 1946, the number of Palestinian cooperatives
grows from 50 to 246. The majority of these cooperatives focused on agriculture, rural
development and transport. Cooperatives have become active, particularly in the fifties and
sixties, with the number reaching 487 cooperative in the West Bank and Gaza Strip. And the
observed increase was a result of the adoption of Jordanian policies of cooperatives
development (in the West Bank) and the Egyptian policies (in the Gaza Strip), which
encouraged individuals to organize into cooperatives. After 1967, Israeli occupation
authorities started to impose a set of restrictions and procedures that hindered teamwork,
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including collaborative work. But, many organizations (international, Palestinian and Arab)
continued the support for the cooperatives, which in turn push the cooperatives to rely on
funding and support of external donors (Obeidat, 2005, p.21).
After the establishment of the PNA, the Palestinian MoL has paid through the GDC
special attention to the promotion and development of the cooperative sector. All the relevant
laws in relative to cooperatives are stayed valid. Then, the Jordanian law of cooperatives No.
17 of the year 1956 is still in application in the West Bank, while still the Egyptian
Cooperatives Law No. 50 of the year1933 with the Regulation of Cooperatives No. 1 for the
year 1934 in application in the Gaza Strip (Polat & Sarsour, 2010, p.7).
In recognition of the failure of existing laws in overcoming the development challenges
and aspirations of the cooperative movement in the occupied Palestinian territory, the GDC
initiated to prepare for the adoption of a new law to this regard. In this context, a national
workshop was organized in June 1997 to discuss the future vision of the cooperative
movement of Palestine, and has gone out of the workshop mentioned a general plan for the
development of the cooperative sector during the period 1998-2000, the plan included a
unified Palestinian law for cooperatives, and an internal system of cooperatives. The first
draft was revised in November 2009 before being sent to the Council of Ministers to discuss
and study for approval (Al Shrouf, 2010, p.3).

3.9.1 Cooperatives in Palestine before 1948
The history of the cooperative movement in Palestine returns to the early twenties of
this century, what distinguishes this movement at that time is its wide spread in both the Arab
and Jewish societies, in which allows it to play prominent role in various economic and
social activities. The emergence of cooperatives – as shown in Table (3.1) - in Palestine was
of the first surrounding countries compared with Jordan, Syria, Lebanon and many Arab
countries except the Arab countries in North Africa such as Algeria, Egypt, Tunisia and
Libya, in which the cooperative movement originated in the first decade and the middle of
the second decade of this century (Zaghmouri, 1991, p.20).
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Table No. (3.1)
The Emergence of Cooperatives in the Arab Countries
Country

First Cooperative

First Cooperatives Law

First Cooperative Union

Palestine
Algeria
Tunisia
Egypt
Libya
Jordan
Morocco
Iraq
Lebanon
Syria
Sudan
Yemen - Southern
Saudi Arabia
Kuwait
Yemen - Northern

1918
1901
1905
1908
1915
1922
1922
1930
1937
1943
1947
1959
1961
1961
1965

1920
1893
1907
1914
1956
1952
1922
1944
1941
1950
1948
1961
1962
1962
1971

1923
--1937
----1959
1930
--1968
1967
1967
1968
-------

Source: Journal of Cooperative Information. International Labour Organization, Geneva 2/71

3.9.1.1

Jewish Cooperative Movement in Palestine
The roots of the cooperative movement in the Jewish society, like other institutions

returns to the pre-British Mandate over Palestine. A number of collective Jewish
organizations have been established for marketing certain products (such as citrus, fruits,
wine, almonds and milk) and for Credit, and a number of consumer and industrial
cooperatives as an initiative of two central institutions which are the Anglo-Palestinian
company8 which was the financial arm for the Zionist movement, and the Palestinian Jewish
Colonization Association - Pica9, which was the operational arm of the colonization of
Palestine (Bseiso, 1990, p.625).

8

Bank Leumi was founded in London as the Anglo Palestinian Company in 1902, by members of the Zionist
movement to promote the industry, agriculture, and infrastructure of Palestine.
9
PICA was established in 1924 and it played a major role in supporting the settlements in Palestine until its
disbandment in 1957.
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As a result of the great interest in the cooperative system in the Jewish society and the
financial support they receive from the authority of the British Mandate and the International
Zionist institutions, the number of these cooperatives significantly increased. The number of
cooperatives increased from 13 Jewish cooperatives in 1921 to about 871 cooperatives in
1937. The number of members of these cooperatives also increased from 796 members in
1921 to about 243,327 in 1937, as shown in Table (3.2) for the development of Jewish
cooperative movement in Palestine (1921-1937).
Table No. (3.2)
The Evolution of Jewish Cooperatives in Palestine
Self Resources
Palestinian Pounds
Year
1921
1922
1923
1924
1925
1926
1927
1928
1929
1930
1931
1932
1933
1934
1935
1936
1937

Number of
Cooperatives
13
33
42
65
122
145
171
198
221
261
303
376
474
543
692
770
871

Number of
Members
796
6,735
8,569
14,781
40,460
52,501
55,995
62,587
68,922
75,359
81,835
93,445
119,981
148,451
194,586
220,295
246,627

Borrowed Resources
Palestinian Pounds

Capital

Reserve

Deposits

Loans

1,970
12,641
35,508
70,854
140,133
166,672
190,813
225,215
250,043
269,020
313,025
360,153
461,761
658,105
1,069,932
1,331,881
1,552,380

1,024
11,019
19,055
54,343
133,708
141,492
146,876
178,946
276,440
321,292
418,899
509,947
741,075
928,799
1,226,995
1,635,247
1,806,524

1,705
43,263
48,564
123,006
232,301
204,448
198,353
325,611
467,658
587,547
687,640
1,116,595
1,922,973
3,014,608
2,829,189
3,145,783
3,150,156

15,806
75,478
195,884
255,082
450,995
598,942
576,485
594,180
1,090,187
1,226,801
1,338,324
1,453,795
2,077,144
2,966,168
4,420,265
5,023,145
6,121,056

Total
Resources
20,505
142,401
299,011
503,285
957,137
1,111,554
1,112,527
1,323,952
2,084,328
2,404,660
2,757,888
3,440,490
5,202,953
7,567,683
9,546,381
11,136,056
12,630,116

Source: Government of Palestine, Report of the Registrar of Cooperative Societies on Development during the
years 1921-1927, Table iv, p.21, Table VII, p.35
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Table (3.3) shows the total number of Jewish cooperatives in 1937 was 871
cooperatives out of 1006, which represents about 87% of total cooperatives in Palestine.

Table No.(3.3)
The Registered Cooperatives, number of members, financial resources (1921-1937)
Number of Registered

Self Resources

Borrowed Resources

Cooperatives

Palestinian Pounds

Palestinian Pounds

Year

Jewish

1921
1922
1923
1924
1925
1926
1927
1928
1929
1930
1931
1932
1933
1934
1935
1936
1937

13
33
42
65
122
145
171
198
221
261
303
376
474
543
692
770
871

Arab Other

Total

0
0
0
1
1
1
0
0
0
1
1
3
26
50
74
74
127

13
33
43
67
124
147
172
199
223
265
308
383
504
600
773
852
1,006

0
0
1
1
1
1
1
1
2
3
4
4
4
7
7
8
8

Number
of
Members
796
6,735
8,569
14,781
40,460
52,541
56,034
62,624
276,965
75,413
81,929
93,540
120,490
149,860
197,437
223,798
248,793

Capital

Reserve

Deposits

1,970
12,641
35,508
70,854
140,133
174,151
204,566
239,694
267,232
290,393
336,005
383,132
500,890
705,030
1,115,356
1,377,095
1,592,857

1,024
11,019
19,055
54,343
133,708
141,492
147,315
179,437
276,993
327,456
426,997
519,469
754,449
951,039
1,253,617
1,660,224
1,832,326

1,705
43,263
48,564
123,006
232,301
204,448
198,353
325,611
467,658
587,547
687,640
1,116,595
1,926,459
3,027,812
2,842,882
3,161,458
3,163,799

Loans

Total
Resources

15,806
20,505
75,478
142,401
195,884
299,011
255,082
503,285
450,995
957,137
601,043
1,121,134
579,463
1,129,697
595,960
1,340,702
1,093,087 2,104,970
1,230,189 2,435,585
1,352,653 2,803,295
1,469,947 3,489,143
2,112,757 5,294,555
3,029,621 7,713,502
4,507,382 9,719,237
5,113,399 11,312,176
6,210,673 12,799,655

Source: Government of Palestine, Report of the Registrar of Cooperative Societies on Development during the
years 1921-1927, Table 1, p.9

These cooperatives have responded to the various requirements of the Jewish society
regarding the development of rural areas and suburbs of the various aspects of economic and
social development. For example, it was observed that there is an increase of housing,
agricultural and labor cooperative activities, in particular. In 1932 the structure was
characterized by cooperative societies to allocate a rate of 23.4% of these cooperatives for
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the development of rural areas and the suburbs, 32.4% for agricultural purposes, 21.3% for
credit, 16.7% for industrial producers, workers and services, 4.5% for consumers, and 1.7 %
for other activities (Government of Palestine, 1928, p.18).
Cooperative in the Jewish society were paying attention particularly to housing
cooperatives in the light of the growing number of Jewish immigrants to Palestine and the
resultant rise in rents, and with the increase in the cooperative activity, especially housing,
this spread has reached to the extent that it included in the membership of cooperatives all
the Jewish population. And in 1937 a wide spread of the Jewish collective and cooperative
activity was scored, bringing the number of cooperative members to 243,327 members, and
with the assumption that the total Jewish population at the end of 1937 amounted to about
400,000 people, and that the average number of family members is 4.5 persons, it seemed
that the cooperative movement involved or represented in its membership all the Jewish
population. It is noted that the great success of cooperatives in the Jewish community
referred to: 1) the significant financial support from the International Zionist organizations,
2) the financial, administrative and legal support by the authorities of the British mandate and
providing the necessary facilities, 3) the previous experience that was imported by a part of
Jewish immigrants from some of the socialist countries, and 4) considering cooperatives as
the entrance to a strong and essential base to achieving the Jewish National goal (ibid, p.32).

3.9.1.2

Arab Cooperative Movement in Palestine
The history of establishment of the first Arab cooperative in Palestine returns to 1924,

where a cooperative for tobacco producers were established in Akko, and then it was
dissolved in 1927. Then another cooperative was established in 1930 in Jaffa for citrus
producers, but also has dissolved in 1931 due to the British colonial restrictions. The
cooperative movement establishment continued to set up and a large part of it met failure as a
result of many factors, including disputes between members, lack of financial resources,
weak sense of the usefulness of the cooperative movement and lack of understanding of
members to the principles of cooperation, lack of administrative support from the British
Mandate authorities unlike Jewish cooperatives. It is believed that the reason for establishing
the Arab cooperatives before 1933 was just an imitation for what was for the Jews. The
successes of the Jewish cooperative movement was clear for the Arab community, however,
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the Arabic cooperative movement was not based on to a firm conviction of the importance of
cooperatives, and the importance of feeling the need to strengthen ties in order to achieve the
common interest (Bseiso, 1990, p.628).
Table (3.4) shows the evolution of Arab cooperatives in Palestine between the years
1933-1946. The number of Arab cooperatives has increased from one cooperative in 1924 to
reach about 127 cooperative in 1927, and the number reached to 244 cooperative in 1946.
Until 1937 Arab cooperatives was representing about 13% of the total of cooperatives in
Palestine. And Arab cooperatives included various communities and it practiced various
purposes, in 1946, the number of Arabic cooperatives was about 244 cooperative of which
150 for credit and saving (64%), 25 for consumption (10%), 23 for agricultural purposes
(9%), 21 for transport (9%), 18 for agricultural marketing (7%), and 7 for multi-purpose
cooperatives (2%).
Table No.(3.4)
The Evolution of Arab Cooperatives in Palestine (1933-1946)
Type of Cooperative

1933-1934

1937

1938

1946

Rural Credit & Saving
Urban Credit & Saving
Agricultural Multi-Purpose
Agricultural Marketing
Irrigation
Employee Transportation
Consumption
Others
Total
Cooperatives Members
Capital
Reserve
Loans
(in Palestinian Pounds)

32
0
1
3
0
14
0
0
50
1,265
18,915
11,295
51,390

121
0
1
0
0
5
0
0
127
5,261
7,064
13,886
68,637

117
0
1
1
0
3
0
1
123
4,923
4,400
7,400
57,100

148
2
23
18
1
21
25
6
244
12,571
85,500
64,800
286,400

Source: Bseiso, Foad Ahmad (1990). Arab Economy in Palestine during the British Mandate.
Palestinian Encyclopedia, 1st volume, Beirut. P. 628
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3.9.2 Cooperatives in Palestine between 1948 – 1967
Palestinian cooperative movement continued to practice its activities within the Jordanian
cooperative movement that started its actual activity in 1953, the Department of
Collaborative Construction (DCC) was established and the system of cooperation No.(1) for
the year 1953 was issued, and accordingly many cooperatives were registered and financial
amounts were allocated for them in the government budget (Obeidat, 1981, p.15).
The main function of the cooperative movement at that time was concentrated on credit
and saving cooperatives where it refers to two basic factors:

A. Economic Justifications
1. Improvement of Agricultural Production:
Due to the reliance of local economy at that time on the income from agriculture,
which included more than half of national income, in addition to the reliance of a large
proportion of the population on agriculture. The small farmers were suffering from
economic problems in terms of lower income levels, which ranged between 40-70 US
dollars per year. Thus the lack of necessary resources to raise the level of agricultural
production, to avoid the bank loans with its high interest and to keep away from the
monopoly of big traders the urgent need to find an easy funding source was emerged by
establishing a cooperative financial institution which was the saving and credit
cooperatives (DCC, 1958, p.40).
2. The spread of Usury and Monopoly:
As a result of poor economic conditions that small farmers were suffering from, loans
were provided to them with very high interest, and these benefits in both cash and
commodity money. Cash was the money that earned by farmers when selling their crops,
either commodity money was the purchase of the same crops before harvest in order to
get them at prices below those expected to be sold at harvest time. The result then,
lenders will sell the low prices crops before the harvest at higher prices after the harvest,
therefore, interest rates gained by lenders in some cases reached to more than 200%
(Zaghmouri, 1991, p.29).
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3. Inability of Farmers to Compete with Productive Projects established in the
Countryside:
Such as flour mills and oil presses, which were established by top donors, merchants
and lenders, and they imposed exorbitant prices on their customers, in short, here
monopolists appeared. Also there was a need for farmers’ cooperation that came in the
form of saving and credit cooperatives (Zaghmouri, 1991, p.30).

B. Social Justifications (Bseiso, 1990, pp.628-630)
1. Culture:
The majority of farmers were illiterate, and for this reason they were in need for
agricultural eructation and awareness through the agricultural courses about the treatment
of diseases and insects that infect their crops, alongside other technical information.
2. Conflicts:
To eliminate some of the social problems that was widely prevalent in the Palestinian
countryside, especially the phenomenon of family conflict, which have resulted the
competition between the leaders of the various families in obtaining greater benefits for
his family. And therefore cooperatives came to establish a collaborative approach that
benefits all individuals in the community in an organized collective manner.
In the light of the justifications and social and economic conditions that prevailed at
that time, cooperative movement grew and evolved significantly in four years of the
1950s as shown in Table (3.5).
The table shows the steady increase in the number of cooperatives in the fifties and
particularly after the issuance of the first cooperative law in 1953. The number of
cooperatives during the period 1953-1954 increased by about a third and during the period
1954-1955 nearly was doubled, but this rapid rise in the number of the registered
cooperatives returned and slowed during the years 1956-1957. This increase is due to the
tragic situation which farmers lived in the countryside at that time of poverty and monopoly;
this prompted the government to support these cooperatives through the registration of large
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numbers of them. But with the beginning of 1957 cooperatives’ loans were spent for joint
venture projects between farmers such as purchasing of agricultural machinery and
agricultural supply and marketing ... Etc. This prompted the administrative system to
establish another types of cooperatives, such as agricultural cooperatives, marketing
cooperatives ... Etc (Zaghmouri, 1991, pp.28-30).

Table No. (3.5)
The Cooperative Movement during 1950s
1953-1954

1954-1955

1955-1956

1956-1957

Number of Cooperatives

40

57

110

122

Number of Members

1,806

2,684

4,959

6,816

Number of Members - Borrowers

1,800

2,650

4,930

5,908

Amount of Loans *

39,176

67,522

149,735

221,682

Deposits*

29

1,277

4,830

10,627

Reserves *

647

3,666

9,750

18,982

Capital*

2,281

5,499

11,792

19,459

Governmental Loans*

36,786

59,382

126,621

182,729

* (in Jordanian Dinar)
Source: Jordanian Cooperative Institute, The Emergence of Cooperation in Jordan, Amman. P.14

The success of the cooperative movement attracted thousands of farmers to its
membership, and due to its relative success in solving the problems of farmers and in the
light of the multiplicity of needs, began the interest of the establishing new cooperatives for
various purposes such as agricultural multipurpose, olive pressing, livestock development,
handicraft, services (Education - Health - consumption - Transport - Housing) and school.
The number of these cooperatives until the beginning of the Israeli occupation in 1967
reached about 436 cooperatives, among them 198 school cooperative, and this cooperatives
included in their membership about 15 thousand members as shown in Table (3.6).
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Table No. (3.6)
Cooperatives in the West Bank (31/12/1966)
Cooperatives
Number

Members
Number

Shares*

Reserves*

Bank Loans*

Members
Loans*

176

8,951

102,050

96,405

333,804

457,283

Credit and Saving
Agricultural

143
13

6,431
359

44,244
28,572

90,043
3,632

21,738
26,669

342,051
11,883

Multipurpose

9

288

1,487

745

103,393

88,702

Marketing
Manufacturing

4
7

484
1,389

8,278
19,469

791
1,194

49,840
132,164

14,647
0

2- Non-Agricultural

62

5,426

125,416

16,671

157,139

53,824

Handcraft
Services
Transport
Housing
Consumption
Lighting
Credit and Saving
Health and Education

8
4
9
12
10
2
13
4

238
457
790
630
1,278
921
944
168

3,103
1,390
24,496
60,516
7,203
17,174
8,501
3,033

4,354
89
2,923
1,174
1,921
93
4,495
1,622

30,089
0
13,269
87,644
518
14,397
9,570
1,652

2,954
181
0
15,492
195
0
29,206
5,796

Total

238

14,377

227,466

113,076

490,943

511,107

Type
1- Agricultural

* (in Jordanian Dinar)
Source: Jordanian Cooperative Organization Report - Amman. 1967

3.9.3 Cooperatives Under the Israeli Occupation (1967-1994)
After the Israeli occupation of West Bank and Gaza Strip in 1967 many of the basic
services that were offered to cooperative societies reduced, especially those that came from
Jordan, such as training, collaborative awareness, and funding. Also the occupation
authorities pursued a policy of reducing the spread of cooperatives through refusing or delay
the registration, since registration is one of the conditions of the financing from foreign and
Arabic institutions; it was obvious that this cooperative attempts will take back in the light of
this reality. At the end of the seventies and the beginning of the eighties a solution to this
problem was found, cooperatives simply to register in Jordan and then they will be
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considered formal registered cooperatives that can get funding from the Jordanian
Cooperative Organization (JCO) and other sources of funding (Zaghmouri, 1991, p.33).
The objective of the establishment of agricultural cooperatives is to cling to the land,
the fact that Palestine is punished by the occupation since that time till now from British
colonialism, and dependency of Jordan, Egypt and the Israeli occupation (Jadoa & Natshe,
2003, p.7). Thus these cooperatives carry out its work in providing various services to their
target groups in the absence of the state, despite the problems that the Palestinian cooperative
movement suffered from, especially, the occupation and the accompanying difficulty in the
registration and funding, which in turn impact on training and scientific research, and the
lack of in technical training on the basis of technology, and the old means of agricultural and
animal production, improper system of marketing, in addition to the lack of specialized
unions and the shortage of quality service of auditing on the cooperatives (Abu Al Khair,
1986, 36).

3.9.4 Cooperatives Under the Palestinian National Authority (1994-2010)
With the establishment of the PNA, after signing Oslo Accords between the
Palestinian Liberation Organization (PLO) and the Israeli Occupation, PNA mandates its
cooperative responsibilities to the MoL- GDC to supervise the implementation of cooperative
laws acting in the Palestinian Territories after approximately twenty-seven years of the Israeli
occupation supervision on cooperatives through the Israeli Civil Administration. The Israeli
administration did not pay any attention to the Palestinian cooperatives, it did not provide
any guidance or direction, while the guidance supports to cooperatives were from local and
foreign donors that provided training during the occupation and working to help the
Palestinian people in general and cooperatives in particular, and the services provided to
these cooperatives are very limited. The estimated number of cooperatives that stopped its
activity in that period, because of the conditions of occupation or the migration of its
members or established without the feasibility or the withdrawal of the majority of its
members or the erosion of its capital, by about 60% of the total registered cooperative
societies (Palestine, MoL, 1997).
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The GDC began to study the situation of the cooperatives, investigate and take legal
action as liquidation and write-off for those cooperatives that have not exercised cooperative
principles, whether the practice of democratic management or control or in the directions of
the absence of the concept of cooperative work orientation as an economic institution but
offers its services less of the cost, which led to the deterioration and stopping the work of
those cooperatives that been established in order to get donations, as well as the work of the
ancient cooperatives that its establishment was before more than thirty years (Palestine, MoL,
1997).
Despite the obstacles which was imposed by the occupation in front the cooperative
movement, the Palestinian cooperative movement was able to achieve horizontal and vertical
expansion, where the number of registered cooperatives until June 2000 was more than 1,150
cooperative including five types (housing - consumption - services - agricultural - and
handcraft), the activity of these cooperatives varies from one cooperative to another and from
one region to another depending on the effectiveness of its members and their commitment.
The number of members of the cooperatives in that period was more than 55,000 cooperative
member representing at least 300,000 households, while the volume of assets of more than 56
million Jordanian Dinar (JD), these figures which confirm the relative importance of
cooperatives in its contribution to the economic sector (Zayoud, 2004, p.9).
In 2003, GDC worked on the restructuring of cooperatives and promotion of being
responsible for the registration and control of work through the investigation of their
situations and the liquidation of the inactive cooperatives, or merging those small
cooperatives that are located in the same region and similar in activities, in addition to
promoting cooperative thinking and teamwork spirit in the Palestinian society (Palestine,
MoL, 2003).
According to the statistics of GDC the number of active and inactive cooperatives
since 1934, until the year 2004 is 1392 cooperative in the West Bank and Gaza Strip before
liquidation, this number have reduced after the liquidation of the inactive cooperatives to
keep the number of active cooperative to 403 cooperative, distributed to different cooperation
sectors, agricultural sector 31%, consumption sector 3%, housing sector 54%, services sector
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9%, and handcrafts sector 3%, note that in this year there was 40 new cooperative registered
and distributed to various Palestinian provinces (Palestine, MoL, 2004).
In 2005, there were seven specialized cooperative unions in addition to five unions
already exist, where the GDC played an effort to make them exist, it also continued its efforts
to create the General Union of Cooperatives which includes six unions. Table (3.7) shows the
number of unions and their members and the year of establishment:
Table No. (3.7)
Cooperatives Specialized Unions in Palestine
Union
Olive Oil Press Cooperatives
Union
Agricultural Marketing
Cooperatives Union

Number of
Year of
Cooperatives Establishment

Notes

30

1966

Member in the general union

8

1987

Member in the general union

Housing Cooperatives Union

90

1998

Member in the general union

Auditing Cooperatives Union

28

1998

Member in the general union

Consumption Cooperatives Union

6

1999

Member in the general union

Saving & Credit Cooperatives
Union

12

2005

Member in the general union

Livestock Cooperative Union

15

2008

Not member in the general
union

Source: Ministry of Labour (2004), Palestine.

Due to the advantages of cooperatives in providing services to varying degrees to its
members in the form of lending, providing production requirements, processing agricultural
and animal production and marketing as well as the services of other cooperatives’ of
members of the handcraft, housing, transport, insurance, health and water services and
electricity, they all help to solve partially the problems of unemployment in the Palestinian
society, and contribute to building the economy and the development of capital or borrowing
for projects, as shown by continuing to increase slightly in the registration of cooperatives in
this year, where the number of cooperatives in April 2007 was 493 active cooperative, and
347 inactive cooperative, in addition to a record of 10 new cooperatives (Palestine, MoL,
2007).
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According to the statistics of GDC the number of the registered cooperatives in 2010
is 916 cooperative in the West Bank and Gaza Strip before liquidation, this number have
reduced after the liquidation of the inactive cooperatives to keep the number of active
cooperative to 662 cooperative, distributed to different cooperation sectors, as shown in
Table (3.8), agricultural sector 38.5%, housing sector 44.5%, consumption sector 2.5%,
services sector 9%, credit & saving sector 3%, and handcrafts sector 2.5%, note that in this
year there was 46 new cooperative registered and distributed into the various Palestinian
provinces (Palestine, MoL, 2010).
Table No. (3.8)
Palestinian Cooperatives Statistics of 2010
Agricultural

Housing

Consumption

West Bank

233

199

16

13

59

Credit &
Saving
18

Gaza Strip

22

96

2

2

0

2

124

Total

255

295

18

15

59

20

662

Handcraft Services

Total
538

Source: Ministry of Labour (2010), Palestine.

3.9.4.1

Cooperatives in the West Bank
During the period from 1967-1991 the number of cooperatives increased

significantly, the number increased from 381 to 749 cooperative, and the increase was
primarily in the non-agricultural cooperatives, which have increased in number more than
doubled; rising from 42 to 120 cooperative. And it is clear that the interest of citizens was
focused primarily in the service cooperatives such as housing, consumption, electrical
lighting and other services, and this confirms the fact that the destructive role of the
occupation by not providing the infrastructure to the occupied Territories, as well as the low
level of living, which encouraged the Palestinians to establish about 10 consumer
cooperatives during the first 15 years of occupation. And the second-class record is the rise in
the number of agricultural cooperatives that has increased during the first 15 years of the
occupation from 176 to 353 agricultural cooperative (Alawna, 1990, p.2).
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It is clear from these statistical data relative decline in the number of agricultural
cooperatives, compared with non-agricultural during that period, and may this decline was
due to the policy of economic dependency imposed by the occupation authorities on the
Palestinian economy through opening the labor market for tens of thousands of Palestinian
workers that most of them was farmers, and they mostly were working in agriculture
previously. As well as the policy of confiscation of land, especially the agricultural, and
robbing of water resources, and flooding local markets with the Israeli agricultural products
and the imposition of restrictions on agricultural exports to the Israeli and foreign markets,
and all of these reasons have led to a decline in the growth of the agricultural sector,
prompting the Palestinian farmers to assemble themselves into agriculture cooperatives to
provide basic services like marketing, olive oil pressing, manufacturing products and
livestock.
As for the last available statistics at the GDC, the total number of active cooperatives
in the West Bank at the end of 2010 was 538 cooperative. As shown in the Table (3.9),
cooperatives are distributed to different cooperation sectors, housing sector 43%, agricultural
sector 37%, credit & saving sector 3.5%, services sector 11%, consumption sector 3%, and
handcrafts sector 2.5%.

Handicraft
2.5%

Credit & Saving
3.5%

Service
11%

Agricultural
43%

Consumption
3%

Housing
37%

Fig. (3.1): Cooperative Sectors in West Bank 2010

63

The number of cooperatives members in the West Bank reached by the end of 2010 to
be 45,210 members, with 15% of women participation.
Table No. (3.9)
Palestinian Cooperatives Statistics of 2010 in the West Bank

West Bank
%

Agricultural

Housing

Consumption

Handcraft

Services

Credit &
Saving

Total

233
43%

199
37%

16
3%

13
2.5%

59
11%

18
3.5%

538
100%

Source: Ministry of Labour (2010), Palestine.

3.9.4.2

Cooperatives in the Gaza Strip
After the war in1948 the Gaza Strip became under the Egyptian rule, and the

cooperative movement became a part of the cooperative movement in Egypt. During the
period 1948-1967 some cooperatives have been established, but they were few in number,
and among them the Citrus Producers Union, which includes producers of citrus, ranchers,
farmers and citrus traders in the Gaza Strip. And since the Israeli occupation in 1967, the
Israeli authorities worked on determining the activity of the cooperative movement for the
same economic and political reasons that imposed these restrictions in the West Bank. In
overall, nothing in the cooperative movement in the Gaza Strip was distinguishes it from the
West Bank, but only the very little number of cooperatives compared to the West Bank
(Zaghmouri, 1991, p.34).
As for the last available statistics at the GDC, the total number of active cooperatives
in Gaza Strip at the end of 2010 was 124 cooperative. As shown in the Table No. (3.10),
cooperatives are distributed to different cooperation sectors, housing sector 77.5%,
agricultural sector 18%, consumption sector 1.5%, credit & saving sector 1.5%, and
handcraft sector 1.5%.
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Handicraft
1.5%
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18%
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Fig. (3.2): Cooperative Sectors in Gaza Strip 2010

The number of cooperatives members in Gaza Strip reached by the end of 2010 to be
12,820 members, with 9% of women participation.
Table No. (3.10)
Palestinian Cooperatives Statistics of 2010 in Gaza Strip

Consumption Handcraft Services

Credit
&
Saving

Total

Agricultural

Housing

Gaza Strip

22

96

2

2

0

2

124

%

18%

77.5%

1.5%

1.5%

0%

1.5%

100%

Source: Ministry of Labour (2010), Palestine.
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3.9.4.3

External Obstacles Facing Cooperatives in the Palestinian Territories
Cooperatives are part of the Palestinian society, which suffers from many problems,

and therefore, cooperatives also suffer from many problems summed up as follows (Odwan
& Nofal, 2010, p.3):
1. Israeli measures at checkpoints restricting access to Israeli markets, which hinder the
marketing of cooperatives products.
2. Exploitation and manipulation by Israeli trade agents.
3. Lack of support for Palestinian producers and insufficient protection against those
Israeli marketing companies that have monopolized the market.
4. The unplanned actions of wholesale traders, who overload Palestinian markets with
Israeli and international products.
5. Weak commitment of members to the paying of their membership fees.
6. Mismanagement of the projects of cooperatives.
7. The low penetration of collaborative thinking and the preconceptions that members
have about cooperatives as a tool to attract funds.
8. The limited skills of workers in cooperatives which affect the loyalty and affiliation
of members.
9. The absence of the professional documentation necessary to facilitate the
administrative and financial operations and for the protection of rights.
10. The continuing movement restrictions on agricultural lands –in the West Bank- and
the unavailability of needed fertilizers –in Gaza Strip-.
11. The outdated nature of the cooperatives laws that are applied in the West Bank and
Gaza Strip.
12. The poor management of funded projects which leads cooperatives to rely on external
resources rather than relying on their own.
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3.10 Summary
The previous narrative highlighted the fact that cooperatives work is deeply rooted in
Palestinian life and has contributed in enabling Palestinian citizens to use available resources
more effectively and efficiently. In the Palestinian Territories, cooperatives are categorized
by their purpose. There were only six types of registered cooperatives at the MoL-GDC
which are: Agricultural, Housing, Handcraft, Consumption, Saving & Credit, and Services
Cooperatives.
The first law of cooperatives in Palestine has been prepared under the British
Mandate in 1933 after 13 years of a law of cooperatives for the benefit of the Jewish minority
in Palestine in 1920. Between the years 1933 and 1946, the number of Palestinian
cooperatives grows from 50 to 246. The majority of these cooperatives focused on
agriculture, rural development and transport. Cooperatives have become active, particularly
in the fifties and sixties, with the number reaching 487 cooperative in the West Bank and
Gaza Strip. And the observed increase was a result of the adoption of Jordanian policies of
cooperatives development (in the West Bank) and the Egyptian policies (in the Gaza Strip),
which encouraged individuals to organize into cooperatives. After 1967, Israeli occupation
authorities started to impose a set of restrictions and procedures that hindered teamwork,
including collaborative work. But, many organizations (international, Palestinian and Arab)
continued the support for the cooperatives, which in turn push the cooperatives to rely on
funding and support of external donors.
With the establishment of the PNA, after signing Oslo Accords between the
Palestinian Liberation Organization (PLO) and the Israeli Occupation, PNA mandates its
cooperative responsibilities to the MoL- GDC to supervise the implementation of cooperative
laws acting in the Palestinian Territories after approximately twenty-seven years of the Israeli
occupation supervision on cooperatives through the Israeli Civil Administration. The Israeli
administration did not pay any attention to the Palestinian cooperatives, it did not provide
any guidance or direction, while the guidance supports to cooperatives were from local and
foreign donors that provided training during the occupation and working to help the
Palestinian people in general and cooperatives in particular, and the services provided to
these cooperatives are very limited. The estimated number of cooperatives that stopped its
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activity in that period, because of the conditions of occupation or the migration of its
members or established without the feasibility or the withdrawal of the majority of its
members or the erosion of its capital, by about 60% of the total registered cooperative
societies.
The main differences between cooperatives and NGOs were discussed, which
summarized in the goals of cooperatives, the legislation, the government control and
monitoring, besides the economic goals. Goals of cooperatives can be divided into direct or
economic goals and indirect or social goals. The economic goals represented by the results
achieved by the cooperatives in our small community (village - town - camp), then the results
achieved by the cooperative movement in the larger community as a whole, and as it is a
development tool that helps in finding an economic entity in the economy and national
savings, thus influence the growth rates of the national income. The other indirect goals of
cooperation are related to the ability of cooperatives to play an active role in the social,
political and legal fields.
The previous historical narrative showed that cooperatives in many countries play a large
role in the national economy in terms of job creation, increasing national income through the
increase and improvement of agricultural and industrial production and selling services. They
work to increase the national production through its role in improving the production and
providing its requirements, providing guidance services and loans, and increasing the
capacity and efficiency of producers through training and supplying producers of new
varieties of products and advanced improvements and follow all new developments in the
field of production and marketing. They showed the strong coherent relation between
cooperatives and economic development in rural and urban societies.
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4.1

Introduction
After the World War II, economic development problem has become the main

concern of economists, scientists and researchers, and it has also become the key issue under
discussion in the local scale in developing countries or in an international scale. This
importance and attention refers to the political changes that occurred after World War II, as
well as the evolution of economic thought. Also, each country in the world seeks to be
advanced and developed, and the economic factor is considered the most important element
of development. The developing countries, in particular, suffer the biggest problem in the
growth and economic development, as it seeks to restructure the national economy and build
a strategy of development based on investments, because it is the essential foundation for
economic growth and thus increase national income and create new jobs and improve living
standards of the community (Bin Ayyad, 2005, p.33).
The study of economic development as an important topic was addressed by the
modern economics after the beginning of the twentieth century, particularly in developing
countries which focused on the subject of development as a tool to overcome poverty, reduce
unemployment, achieve fair income redistribution as well as Real GDP growth, where the
economic dependency and failure in the felids of economic, social and political life was
forcing governments and economists to focus on the issue of development in order to find
solutions (Sbaih, 2001, p.18).
The old concept has defined development as a growth in Real GDP, but the modern
concept of economic development emphasis that the growth should focus and cover all life
activities such as economics, politics, culture, and social issues in order to achieve fast
structural transformations to those communities suffering from developmental problems, this
requires effective government role and the availability of a great deal of coordination in
economic decision-making. In the light of witnessed changes by the world in various fields,
especially technological, economical and informational, the world affected by rapid changes
among its segments. Regions, countries and people took part of these changes and
transformations in positive or negative implications on the future of economic development
in developing countries (Todaro, 2006, pp.52-53).
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Some economists used the concept of economic growth and the concept of economic
development as synonyms and there is no difference between them. This confusion has
emerged particularly in the economic literature that has addressed the issue of economic
development in the undeveloped countries through the fifties and sixties of the last century.
But, economic growth is the increase in real Gross National Product (GNP) and in Real GDP
per capita10 that achieved in a specific period of time. Economic development as seen by the
U.S. economic expert (Gerald Meier): is a process whereby real national income gets higher
during a specific period of time (Sbaih, 2001, p.19).

4.2

Economic Development Definition
There are many definitions for economic development, some of economists tried to

define the general content of economic development is to increase income through the
expansion and development of various economic sectors, and some of them tried to define it
through the stages which the society goes in such as a traditional society stage, preparedness
stage, start-up stage, maturity stage and wide consumption stage. And some economists
believe that economic development means achieving a rapid increase in the cumulative and
sustained average real national income per capita during a specific period of time (Amary,
1969, p.23).
A typical definition of economic development is “changes that affect a local
economy’s capacity to create wealth for local residents”. Based on this definition, economic
development is affected by anything the local government does. But, economic development
programs usually refer more narrowly to programs that intervene more intimately with
business in order to encourage local business growth and development (Bartik, 1995, p.2).
The UN in its general assembly No. A/RES/41/128 in 1986 has identified economic
development as: a comprehensive process with economic, social and cultural dimensions
aims to achieve continuous improvement of well-being of the population and all individuals,
and through which can maintain the basic rights and freedoms (UN, 1986, p.1).

10

GDP per capita = GDP / Population
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Todaro defines development as: a multidimensional process involving major changes
in social structures, popular attitudes, and national institutions, as well as the acceleration of
economic growth, the reduction of inequality, and the eradication of absolute poverty.
Development, in its essence, must represent all change by which an entire social system,
tuned to the diverse basic needs and desires of individuals and social groups within that
system, moves away from a condition of life widely perceived as unsatisfactory to a situation
or condition of life considered as materially and spiritually 'better' (Todaro, 2006, p.54).
The definition of economic development given by Todaro is an increase in living
standards, improvement in self-esteem needs and freedom from oppression as well as a
greater choice. The most accurate method of measuring development is the Human
Development Index which takes into account the literacy rates & life expectancy which
affects productivity and could lead to Economic Growth. It also leads to the creation of more
opportunities in the sectors of education, healthcare, employment and the conservation of the
environment. It implies an increase in the per capita income of every citizen.
United Nations Development Program (UNDP) has defined the economic
development as: the process by which the eradication of poverty, strengthen dignity and
pride, the realization of human rights, and providing equal opportunities to all individuals
through government and through which can achieve human, economic, social, cultural, civil
and political rights (Lubbad, 2004, p.11).
Concept of economic development in developing countries is a process aimed to
achieving a planned comprehensive and radical change in the existing economic relations and
in the structure of the distorted national economic structure of a society. It is the process of
establishing and building a balanced and dynamic national economy continually evolving. A
process based on potential and actual capacities inherent in the economy and society, and get
benefit of international economic relations to the maximum possible extent. As well as the
economic development in the developing countries requires the presence of essential tools to
be accomplished, such as: the public and cooperative sector, the use of comprehensive
economic planning, public participation in the development process and changing the
working scheme and relationships of the state in the economy (Habib, 1980, p.38).
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Economic development does not only involve changes in a radical and fundamental
economic structure, but also involves a similar change in the social structure, in order to
allow for economic development to success in achieving its goals. Most definitions of
economic development include the broader meaning of development which is consistent with
development economics, which is a branch of economics that focuses attention on the study
of causes of backwardness and the ways to get rid of it by following certain policies in the
economic development taken on the basis of interdependence and mutual influence between
the economic, political and social structures, and how to change these structures to allow the
achievement of the goals of economic development (Sbaih, 2001, pp.22-23).
The World Bank (WB) has defined the economic development as the qualitative
change and restructuring in a country’s economy in connection with technological and social
progress. The main indicator of economic development is increasing Real GDP per capita,
reflecting an increase in the economic productivity and average material well-being of a
country’s production. Economic development is closely linked with economic growth
(Soubbotina, 2004, p.133).

4.3

Economic Growth and Development
Economic development increases a regional economy’s capacity to create wealth for

local residents. It depends upon deployment of a region’s building blocks – labor, financial
capital, facilities and equipment, know-how, land, other physical resources, and public and
private infrastructure.
Economic development is essential to the ongoing growth and vitality of a region, but
development itself differs from economic growth. Economic development implies a
qualitative change in what or how goods and services are produced through shifts in resource
use, production methods, workforce skills, technology, information, or financial
arrangements. A regional economy can grow without changing if it simply produces more of
same goods and services in the same manner. For example, an increase in the population of
an area will mean more income and more demand-driven growth even absent qualitative
changes in the economic development environment. Development implies something more.
Development and growth complement each other in the long run, although in the short run
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development will tie up resources that could otherwise feed more immediate economic
growth (Kane, 2004, p.1).

4.4

Core Values of Economic Development
The new trend in the definition of the economic development process, based on three

core values formulate the foundation for the process of upgrading the sustainable human
society in its pursuit for a better life and more humanity, and at the same time, these three
core values represent the general objectives of development at the level of individuals and
communities.
I.

Sustenance: The ability to meet basic human needs including shelter, food, health,
education, safety.

II.

Self-Esteem: To be a person with a sense of self-respect and self-worth. To live with
dignity, respect, and honor.

III.

Freedom from Servitude: To be able to choose the path to prosperity and have the
opportunity to improve (Todaro, 2006, pp.55-57).

4.5

Objectives of Economic Development
The economic development is a reality as it is a psychological state, in which the society

achieved security and obtains means of living a better life, and whatever the specific
components of that life, the development of all societies should includes at least one
objective of the following three objectives:
I.
II.
III.

To increase the availability and distribution of basic human necessities.
To improve the standard of living for the majority of the people.
To expand the range of economic and social choices and opportunities (Todaro, 2006,
pp.58-59).
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4.6

Macroeconomic Development Theories
A number of economic development theories have been formulated by different

economic schools over time. In order to know the background of what has been thought out
over time, the following theories have been selected for this study to be for interest:

4.6.1 Adam Smith’s Theory
Adam Smith is one of the leading classical economists and thinkers, and his book (The
Wealth of Nations) in 1776 focusing on the problem of economic development. Despite that
he did not provide his theory in its integrated form, but the follower economists have formed
this inherited theory of him, which carry important features, including:
A. The Natural Law: Adam Smith thought that it’s possible to apply the natural law in
economic matters, and then each individual responsible for his conduct. And there is
an invisible hand leads each individual and guides the market mechanism and
everyone is looking to maximize his wealth. He was against government intervention
in industry and trade.
B. The Division of Labor which is the starting point in the theory of economic growth
leading to the greatest results in the productive forces to work.
C. The Accumulation of Capital is essential for economic development and it must
precede the division of labor since the problem is the ability of individuals to save
more then to invest more in the national economy.
D. The Implementation of Investment is due to the expectations of capitalists to make
profits, and future expectations regarding profits depend on the investment climate
more in the national economy.
E. The Elements of Growth which represented in each of the producers, farmers,
businessmen, and what helps that is the freedom of trade and labor and competition
leads them to expand their business which is leading to increased development.
And Adam Smith assumed that the economy is growing like a tree, the process of
development progressing steadily and continuously. Although each group of individuals
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working together in a particular area of production, they together make up the tree as a
whole (Bayati, 2008, pp.75-76).

4.6.2 Mill’s Theory
John Stuart Mill considered economic development as a function of land and labor and
capital, where land and labor are genuine elements of production, while capital is
accumulated prior to the output of previous work, and the rate of capital accumulation
depends on the utilization of employment of the labor force in productive ways, where profits
gained through unproductive labor is just a transfer of income. The features of this theory
are:
A. Controlling the Population Growth: Mill thought that the population theory of
Malthus is valid, and he meant only that population who perform productivity works,
and he believed that population control is necessary for economic development.
B. The Rate of Capital Accumulation: Mill believed that profits depend on the cost of
labor factor, and then the rate of profit is the ratio between profits and wages. When
profits increase wages go down and the rate of profit increases, which in turn lead to
increase capital formation, and similarly, the desire to save lead to increase the rate of
capital formation.
C. The Rate of Profit: Mill thought that the rate of profit falls as a result of the law of
diminishing returns of scale in agriculture and the increase in population according to
the rate of Malthus, and in the absence of improved technology in agriculture and
higher population growth rate than capital accumulation, the profit rate becomes
minimal and a state of recession occurs.
D. The Steady State: Mill thought that a steady state in the short run is expected, and it
will lead to improve the pattern of income distribution and improve conditions of
workers, but it could be possible by controlling the increase rate in the number of
workers through education and changing their behaviors.
E. The Role of the State: Mill was supporting the policy of economic freedom, which
must be the general rule; therefore, he has identified the role of the state in economic
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activity to the minimum and only in the necessary cases such as redistribution of
ownership of the means of production (Robbins, 1970, pp.39-41).

4.6.3 Classical Theory
Classical theory of development is widely regarded as the first modern school of
economic thought. It is associated with the idea that free markets can regulate themselves.
The key elements of this theory are:
A. Economic Freedom: Classical economists believed in the need for individual
freedom and the importance that the markets should be free from the rule of full
competition and away from any government intervention in the economy.
B. Capital Accumulation: All classical economists consider that capital accumulation is
the key to economic progress; all of them confirmed the need to achieve a sufficient
amount of savings.
C. Profit and Investment: The main incentive motivation is profit which drives
capitalists to make their investment decisions, the greater the rate of profit has
increased the greater the rate of capital accumulation and investment increased.
D. The Profit Decline: The rate of profit is not increasing constantly, but tends to
decline due to intensive competition among capitalists to accumulate capital.
E. The Steady State: The classical economist believe in the inevitability of reaching the
steady state as the end of the capital accumulation process, where profits begin to
decline until the rate of profit reaches to zero and then capital accumulation stops and
wages rate is at the subsistence level (Bayati, 2008, pp.77-78).

4.6.4 Schumpeter's Theory
Schumpeter's theory is that the success of capitalism will lead to a form of
corporatism and an encouragement of values hostile to capitalism, especially among
intellectuals. The intellectual and social climate needed to allow entrepreneurship to thrive
will not exist in advanced capitalism; it will be replaced by socialism in some form. He
argued that capitalism's collapse from within will come about as democratic majorities vote
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for the creation of a welfare state and place restrictions upon entrepreneurship that will
burden and destroy the capitalist structure. And the intellectual class will play an important
role in capitalism's demise. Schumpeter believed that the only way for a country’s economy
to grow and expand is through economic development. That is the innovation of new
combinations of factors of productions. (For example: New production techniques and new
materials). These new developments are from the creative minds of entrepreneurs. He
believed that the role of banks are that facilitators of spare credits (savings from consumers
for instance) for entrepreneurs to carry out their social roles as innovators (Robbins, 1970,
pp.16-18)
This theory assumes the economy dominated by a state of perfect competition and in the
case of static equilibrium, and in this case there is no profit, and not interest rates and no
savings and no investments and no unemployment is optional and Schumpeter describes this
case the name of cash flow, and the properties of these theory are:
A. Innovations: Schumpeter identified innovation as the critical dimension of economic
change. It is the introduction of any new product or continuous improvements for the
existing products. And innovations include many items such as: the introduction of a
new product, a new method of production or the establishment of a new organization
of any industry.
B. Entrepreneur Role: Schumpeter was allocated the role of inventor for the
entrepreneur, who is a person with extraordinary administrative capacity, capable to
offer something completely new, he does not provide cash balances, but reallocate
their use.
C. The Role of Profit: According to Schumpeter, under the balanced competition, the
prices of products are completely equal to the production costs, and then there are no
profits.
D. Business Cycles: The creation of bank credit is assumed to accelerate money incomes
and prices in the economy. It creates a cumulative expansion throughout the
economy. With the increase in the purchasing power of the consumers, the demand
for the products increases in relation to supply. The rising prices and the high rates of
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profits stimulate producers to raise investments by borrowing from the banks
(Somashekar, 2003, p.76).

4.6.5 Keynesian Theory
The Keynesian economics chiefly analyzed the problem of economic development
relating to development economics. It did not analyze the problem of economic development
of the underdevelopment economies. Keynes’ model of growth is not directly applicable to
the problems of underdeveloped economies. Its main concern is to provide solutions essential
for steady economic growth in a developed capitalist economy.
Keynes put total income as a function of total employment in a country. If the
national income is more, more are employed. More employment is possible on more demand.
Hence demand determines equilibrium between employment and income. Effective demand
means consumption demand and investment demand. Consumption demand does not mean
increase in income. This is adjusted by investment. If the investment is less, demand price
will fall than the supply price. So income and employment fall. Thus changes in employment
and income depend on investment which depends on the marginal efficiency of capital and
interest rate. Marginal efficiency of capital is expected rate of return from new capital assets.
With more profit expectations, more capital is invested. The rate of interest depends on
investment of money. Investment is possible through high productivity or by lowering the
rate of interest. Rise in investment will lead to more employment if consumption falls
employment will be less, more consumption will lead to more employment with more
investment. Rise in investment will lead to increase of income and this in turn means more
consumption which again forces to more income and employment (ibid, pp.80-81).
The main tools of Keynes’ Theory:
A. Effective Demand: If there is no effective demand, there is unemployment, hence
Keynes suggests for consumption and non-consumption expenditures. In developing
countries there is disguised unemployment. Unemployment is the result of lack of
complementary resources. The concept of effective demand is applicable to those
economies where unemployment is due to excess savings and hence consumption and
investments are increased. But in a developing economy income levels are extremely
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low, the propensity to consume is very high and savings are almost nil. All efforts to
increase money incomes lead to inflation of price. Here the problem is very effective
demand increasing but raising the levels of employment and per capita income for
economic development.
B. Propensity to Consume: When income increases consumption also increases but less
than the percentage of income. Thus income rises with savings. But for developing
countries this is not found correct. People being poor with increase in income, more is
spent on consumption as they try to fulfill their unsatisfied wants. Desire to consume
is more that to save. It is not possible to increase the production of consumer goods
due to scarcity of cooperate factors, when consumption increases with the rise in
income. As a result, prices rise instead of a rise in the level of employment.
C. Propensity to Save: According to Keynes excess of saving leads to a decline in
aggregate demand. This is not applicable to developing countries as saving means
backwardness to them. Capital formation is path to economic development which is
only possible through saving by the people. As such developing countries are
concerned. They can save by reducing their consumption and saving more as against
Keynes view of raising consumption and reducing saving.
D. Marginal Efficiency of Capital: According to Keynes, while investment increases,
marginal efficiency of capital falls, when investment falls, the marginal efficiency of
capital rises. This inverse relation is not applicable to developing countries where
investment is at a low level and marginal efficiency of capital is also low. This is seen
due to capital, small size of the market, low market, low demand, high costs, underdeveloped capital and money markets and uncertainties.
E. Rate of Interest: Keynes puts it as investment is made due to rate of interest. In
developing countries, the liquidity preference for transaction is high and for
speculation low motive. Keynes puts more supply of money leads to fall in interest
rate. While in developing countries if supply of money is more it lead to rise in prices
and not fall in interest rate.
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F. Multiplier: Keynes never formulated the economic problems of developing
countries. This concept of multiplier is based on the following assumptions:
a) Involuntary unemployment.
b) An industrialized economy where the supply curve of output stages upward
towards the right but does not become vertical till after a substantial interval.
c) Excess capacity in the consumption goods industries.
d) Comparatively elastic supply of the working capital required to increase
output.
If these assumptions are applied to developing countries, value of multiplier will be
higher than the developed countries (Somashekar, 2003, pp.81-83).

4.6.6 Rostow’s Theory
Rostow’s approach to economic development involved an economy passing through a
sequence of well-defined stages. This theory of growth primarily concerned with the national
economy. The approach gained a generally favorable reception in the developing countries,
though it attracted more than a little criticism elsewhere (Parr, 2001, p.2).
The following paragraphs attempts to identify the more significant features of each stage:


The Traditional Society Stage
In the process of economic development, first or the initial stage refers to a traditional

society. It is a primarily society where no window is open for the utilization of modern
science and technology. In other words, it is a society based on primitive technology and
primitive attitudes towards the physical world. According to Rostow, "a traditional
society is one whose structure is developed within the limited production function based
on pre-Newtonian science and technology and as pre-Newtonian attitudes towards the
physical world". This stage may take many countries to be ended. Though a traditional
society is considered to be a static and changeless society, yet it may characterized by
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significant changes in the level of output, pattern of trade, population and per capita
income.


The Preconditions of Take – Off Stage
The second stage of growth refers to societies in the process of transition. It covers a

long period of a century or more during which the preconditions for take-off are
developed. For, a traditional society will take a long time to reach a stage where it can
adopt modern technology to overcome diminishing returns.
The preconditions for take-off embrace many fundamental changes in the social,
political and economic fields. According to Rostow, the preconditions for
industrialization generally require radical changes in the three non-industrial sectors as
follow:
a) Construction of social overhead capital, particularly in transport and
communications.
b) Emergence of a technological revolution in agriculture.
c) A new leadership must come forward to begin the building of a modern
industrial society.


The Take Off Stage
The take off stage is defined as an industrial revolution tied directly to radical

changes in methods of production, having their decisive consequences over a relatively
short period of time. It is the interval during which rate of investment and real output per
capita rises, the will and capacity to develop increases. The entire institutional set up
undergoes a change for further development and innovations.


Drive to Maturity Stage
Take off stage is followed by a drive to maturity stage. During this stage all efforts

are made to maintain the rising trends in the economy and investment increases from
10% of GNP to about 20% of GNP. Production trends under go through a process of
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current charge. New industries expand while the old and existing ones contract. A
country may remain in this stage between 4 to 6 decades. It is a period of long sustained
economic growth extending well over four decades. New production techniques take the
place of the old ones. New leading sectors are created. Rate of new investment is well
high over 10% of national income. Production of anything, if not of everything, becomes
possible. Only those things are not produced which a country does not want to produce.


High Mass Consumption Stage
This stage comprises the tendency of migration from village to the cities, the

extensive use of automobiles, the durable consumer goods and household instruments. In
this period, the balance of attention of the society is shifted from supply to demand, from
problems of production to problems off consumption and of welfare in the widest sense.
There are three factors that tend to ensure the maximum economic welfare of the people
in this stage of high mass consumption.
First: The pursuit of national policy to increase the influence and power within the
country and abroad.
Second: The establishment of a welfare state by a more equitable distribution of national
income. It should be done through progressive taxation, enhanced social security, and the
leisure to the working force.
Third: The creation of new commercial centers and leading sectors like good houses,
automobiles and comfortable electrically operated houses implements (Somashekar,
2003, pp.100-104).
In the process of economic development the stage of high mass consumption is the last
stage representing the attainment of the goal to produce more and to consume more.

4.6.7 Leibenstein’s Theory
In his book "Economic Backwardness and Economic Growth", Prof. Leibenstein has
propounded his well known "Critical Minimum Effort Theory". It is related to overpopulated underdeveloped countries such as India, Indonesia and others. According to
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Leibenstein, every country is surrounded with shocks and stimulates. As a result of shocks
there is tendency of per capita income to fall while stimulates tend to raise it. Some countries
are underdeveloped because the magnitude of stimulants is small while the shocks are large.
It is therefore, essential that through critical minimum effort the magnitude of shocks is
reduced (Singh, 2009, p. 64).
According to the theory of Critical Minimum Effort, underdeveloped countries need
certain critical level of investment in order to be out of their vicious circle of poverty.
Because of rising population in these countries, the impact of increased capital accumulation
and labour supply fails to be reflected in terms of increased per capita income. With a view to
increasing the per capita income to a level where it becomes self-sustaining, it is essential the
certain minimum investment is injected into the system, providing the necessary breakthrough. Thus, if sustained development is to be generated, it is necessary that the initial
effort or initial series of efforts must be above a certain minimum magnitude. That is to say,
not all efforts to raise per capita income lead to economic development; there are some that
are too small to do so.
It is asserted that such a dose of investment should be administered into the system so
that it attains that minimum level of growth where it becomes self-propelling. The sum and
substance of the theory is that growth is not possible unless a certain minimum level of
investment is injected into the system as a consolidated dose that pulls the system out of
doldrums. The minimum level of investment is called Critical Minimum Effort. A
sufficiently large minimum effort is necessary at the outset if the necessary minimum growth
is to be achieved (Jain & Others, 2009, pp.76-77).

4.6.8 Big Push Theory
This theory is an investment theory which stresses the conditions of take-off. The
argumentation is quite similar to the balanced growth theory but emphasis is put on the need
for a big push. The investments should be of a relatively high minimum in order to reap the
benefits of external economies. Only investments in big complexes will result in social
benefits exceeding social costs. High priority is given to infrastructural development and
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industry, and this emphasis will lead to governmental development planning and influence
(Kuhnen, 1987, p.26).
If low-income equilibrium traps are important in economic development, so that a big
push is necessary for development, then natural resource booms can be potentially important
catalysts for growth and development. After all, the big push literature, exemplified by
Rosenstein-Rodan (1943, 1961) and Murphy et al. (1989), stresses that poor economies need
some sort of large demand expansion, to expand the size of the market, so that entrepreneurs
will find it profitable to incur the fixed costs of industrialization. In the big push logic,
anything that stimulates demand will do, whether a large public spending program, foreign
aid, discovery of minerals, or a rise in the world price of a natural resource. Furthermore, a
casual examination of the numbers suggests that the potential impact of natural resource
booms (defined as either a discovery or an exogenous world price increase) on aggregate
demand certainly seems to rival that of a typical public expenditure program (Sachs &
Warner, 1999, pp.43-44).
According to Rosenstein-Rodan, if various sectors of the economy adopted increasing
returns technologies simultaneously, they could each create income that becomes a source of
demand for goods in other sectors, and so enlarge their markets and make industrialization
profitable. In fact, simultaneous industrialization of many sectors can be self-sustaining even
if no sector could break even industrializing alone. This insight has been developed by
Nurkse (1953), Scitovsky (1954), and Fleming (1955) into a principle of balanced growth or
the big push, with two important elements. First, the same economy must be capable of both
the backward preindustrial and the modern industrialized state. No exogenous improvement
in endowments or technological opportunities is needed to move to industrialization, only the
simultaneous investment by all the sectors using the available technology. Second,
industrialization is associated with a better state of affairs. The population of a country
benefits from its jump into the industrial state (Murphy & Others, 1989, p.1004).
The main idea of this theory is that a minimum level of investment resources must be
dedicated to the economic development process before that the national economy can start
the phase of self-growth. This means that the attainment of a minimum rate of economic
growth is a necessary condition for the start of the national economy in the process of self85

growth. So, the size of the big push is determined by required investment to take place
regularly to achieve this minimum economic growth rate (increase in per capita income). The
idea of the big push is in contrast with the gradient approach to accelerate development,
because the internal resistance factors which abound in the underdeveloped economy would
render ineffective small pushes and then return the economy to a state of backwardness.
Rosenstein – Rodan asserts that the underdeveloped countries live in a recession, the local
market is tight, and thus do not constitute an incentive to invest in modern industries that
require a broad market because they use modern technological methods and a large
production capacity. While private investment in such circumstances is not feasible, so if the
decision making of investment was for the private sector, economic growth will be very
slow, at a time that the backward regions need to the rapid development that allows them to
get out of recession and poverty that prevailed (Rosenstein, 1943, pp.202-210).

4.6.9 Balanced Growth Theory
The concept of balanced growth has been interpreted differently by different
economists. To some it means investment in a sector of economy which is lagging behind;
say, agriculture or industry, so that it can be brought on par with the other sectors. To others
it implies a simultaneous investment in all sectors of the economy like agriculture, industry
and transport and in very industry such as capital goods and consumer goods industries. It
may also mean a balance between different types of consumer goods industries and between
domestic and export sectors. Since it is the small size of the market that limits the
inducement to invest, Ranger Nurkse claims that demand for capital in underdeveloped
countries can increase only if the size of the market is large. This, according to him, can be
achieved only if there is a more or less synchronized application of capital to a wide range of
different industries (Somashekar, 2003, p.149).
This theory sees the main obstacles to development in the narrow market and, thus, in
the limited market opportunities. Under these circumstances, only a bundle of
complementary investments realized at the same time has the chance of creating mutual
demand. The theory refers to Say's theorem and requests investments in such sectors which
have a high relation between supply, purchasing power, and demand as in consumer goods
industry, food production, etc. The real bottleneck in breaking the narrow market is seen here
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in the shortage of capital, and, therefore, all potential sources have to be mobilized. If capital
is available, investments will be made. However, in order to ensure the balanced growth,
there is a need for investment planning by the governments. Development is seen here as
expansion of market and an increase of production including agriculture. The possibility of
structural hindrances is not included in the line of thinking, as are market dependencies. The
emphasis is on capital investment, not on the ways and means of achieving capital formation.
It is assumed that, in a traditional society, there is ability and willingness for rational
investment decisions along the requirements of the theory. As this will most likely be limited
to small sectors of the society, it is not unlikely that this approach will lead to super-imposing
a modern sector on the traditional economy (Kuhnen, 1987, p.20).
Nurkse, in this theory, adopted the main ideas presented by Rosenstein in the big push
theory, which demands the state to planning and implementation of massive investment
program in the backward areas, so that investment is directed to a broad front of light
consumer industries which support each other in means offer them the economic feasibility
that would not be achieved for them individually. Nurkse also has focused in his analysis on
the idea of the vicious circle of backwardness, highlighting the importance of the local
market as a key element of local economic development. And only an implementation of a
massive investment program is intended to break this vicious circle. The investment
programs should consider the following:
A. The program contains a wide range of integrated projects or industries.
B. These industries and projects should meet the needs of citizens that the production
does not be for export, at least in the early stages.
C. The industries included in the investment program must be light consumer industries,
such as shoes and cloths.
D. There must be a kind of balance between agriculture and industry, where the rate of
development in the industrial sector depends to a large extent on the rate of
development in the agricultural sector (Zarnouh, 2006, pp.27-29).
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4.6.10 Unbalanced Growth Theory
The unbalanced growth camp, led by Albert O. Hirschman (1958), while agreeing on
the existence of a vicious circle, argued that industrialization of certain 'leading' sectors
would pull along the rest of the economy. Hirschman's discussion of 'backward' and 'forward'
linkages was an integral part of this analysis. These refer to the effects of one investment on
the profitability of investment at earlier and later stages of production. Investment by a firm
can, through forward linkages, motivate investment by another firm that uses the first firm's
output as an input. Similarly, through backward linkages, one firm's investment can motivate
another firm, which provides inputs to the first firm, to invest. Instead of industrializing a
large number of sectors, he argued that what was needed was the industrialization of the
'leading' sectors. Then, through backward and forward linkages these sectors would spark the
industrialization of the rest of the economy. Thus, growth is unbalanced, since it does not
occur everywhere, but occurs only in certain sectors, which then pull others along (Krishna &
Perez, 2005, p.833).
The most important supporters of this theory, Albert Hirschman and Hans Signer,
who criticized the approach of balanced growth in spite of the consensus of Hirschman with
Nurkse and Rosenstein in the opinion that development process need to big push represented
in a large investment program, but Hirschman believes that there is limited capacity of the
existing investments in the developing countries, also Hirschman agree with Nurkse that
investments should integrate with each other (Zarnouh, 2006, p.30).
The theory of unbalanced growth is just opposite of the theory of balanced growth. It
implies that, instead of developing all sectors of the economy, there should be concentration
of investment in some selected industries. Hirschman classified the different sectors of the
economy in two parts: (a) Social Overheads Capital (SOC), and (b) Direct Productive
Activities (DAP). By SOC we mean those sectors of the economy which form infrastructure
necessary for growth. They constitute such works as irrigation, power, electricity,
transportation, etc. DAP, on the other hand, include the final production units. Investment in
SOC helps the economy raise its productive capacity. A sound economic infrastructure,
raised by investment in the SOC, is a source of external economies for the DPA, e.g., cheap
and easy availability of services like transportation, power, etc., induces investment in
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manufacturing industries. Similarly, investment in DAP calls for investment in the SOC. In
other words, an initial investment either in the SOC or the DAP induces further investment in
other sectors (Somashekar, 2003, p.152).

4.7

Indicators of Development
The idea of development itself is raising the importance of measuring, for the

formulation of policies and plans and goals identification or for results assessment, and due
to the evolutions in the development concept, the indicators had faced important evolutions
on several issues, starting with measures of economic growth to social indicators and the
compound indices such as the Human Development Index (HDI). An economic or social
variable to be used as economic development indicator; it must represents some of the factors
that shape the development process or its status. And the indicator can be a full and direct
measure of a specific factor of development so it will be a development indicator,
considering that the side which is measured is a goal of development or an element of its
components. And when this goal or element is immeasurable, the indicator primarily serves
in indication for this goal or element; e.g. child mortality is an indicator to measure the level
of public health (Wadeea, 2002, p.1).
The most commonly used indicators to measure the level of the achieved economic
development in country compared to other countries, is the Real GDP per capita. And the
latest indicator that is used for this purpose is the HDI. The new index is characterized as the
most comprehensive measure of human well-being because it includes non-economic
variables. There is a mix of other indicators that are used with the per capita income to
overcome some measurement disadvantages (Krayem & Abdul Khalik, 1997, p.22).
In 1990, the UNDP launched the first annual Human Development Report (HDR),
which promoted a comprehensive vision of a people-focused strategy as an alternative to
neoliberal analysis and policy. The reports of the series brought the concept of human
development to worldwide attention and gave it economic breadth and philosophical depth.
They also attracted exceptional media attention, in both developed and developing countries.
In addition to presenting a new paradigm for economic and social development, successive
reports expounded the approach in relation to key areas: inequality, public finance,
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participation, gender, economic growth, globalization, technology, culture, human rights, and
other domains. Within a year or two, many individual countries began producing their own
human development reports, applying the paradigm to their own national problems and
policies (Jolly & Emmerij, 2009, p.1).

4.7.1 Human Development Indicators
To draw attention to these ends, the Human Development Report now uses four key
indicators:
A. Human Development Index “HDI”: a summary of human development in a country
that measures the average achievements of people along three dimensions: living a
long and healthy life, as measured by life expectancy at birth; being knowledgeable,
as measured by a combination of the adult literacy rate and the combined enrollment
ratio in primary, secondary, and tertiary education; and having access to a decent
standard of living, as measured by an index of Real GDP per capita.
B. Gender-related Development Index “GDI”: an indicator that adjusts the average
HDI achievement to reflect inequalities between men and women along the three
basic dimensions.
C. Gender Empowerment Measure “GEM”: an indicator that focuses on the
opportunities opens to women. It measures inequality of opportunities in three areas:
political participation and decision making; economic participation and decision
making; and power over economic resources.
D. Human Poverty Index “HPI”: an index that measures deprivations along the basic
dimensions of human development. It combines the proportion of people in a country
expected to die at a relatively early age (40 years in developing countries,60 years in
developed countries); illiteracy; and poor access to the overall economic resources
needed for a decent standard of living (ibid, p.2).
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4.7.2 Economic Development Indicators
Measures of economic development can take social factors, hallmarks of economic
growth, and market characteristics into consideration. These allow analysts to determine not
just whether an economy is growing, but whether it is becoming more stable and improving
quality of life for area residents. Real GDP per capita as an indicator of economic
development can provide an overview of the value of the goods and services a nation
produces in a given year. Along with other indicators of growth like increasing consumption,
greater rates of financial activity, and capital investments in infrastructure, this can indicate a
nation's economy is growing. Analysts may also evaluate the credit ratings assigned to the
government, which can be a sign of confidence from credit agencies. Another consideration
can be treaties, agreements, and other interactions with trade partners (Smith, 2003, p.1). The
most considered key indicators are:
A. Real GDP per capita
Real Gross Domestic Product (GDP) per capita is a core indicator of economic
performance used as a broad measure of average living standards or economic wellbeing; despite some recognized disadvantages. For example, average GDP per capita
gives no indication of how GDP is distributed between citizens. Average GDP per
capita may rise for example but more people may be worse off if income inequalities
also increase.
According to the WB, Real GDP per capita is defined as the value of all final goods
and services produced in a country in one year divided by the population in this
country. Real GDP can be measured by adding up all of an economy’s incomes,
wages, interests, profits, and rents – or expenditures – consumption, investment,
government purchases, and exports (exports minus imports). Both results should be
the same because one person’s expenditure is always another person’s income, so the
sum of all incomes must equal the sum of all expenditures (WB Website).
According to the UN statistics division (UNSTAT) Real GDP per capita is obtained
by dividing Real GDP at current market prices by the population. A variation of the
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indicator could be the growth in real GDP per capita, which is derived as the
percentage change in real GDP divided by the population (UNSTAT Website).
B. Life Expectancy
It is possible for countries with similar levels of Real GDP per capita to have very
different life expectancies: for example, Vietnam currently has an almost identical
income per capita to Ghana, but a considerably higher life expectancy of 67.8 years.
According to the WB, over the past 40 years, life expectancy at birth in developing
countries has increased by 20 years.
C. Literacy Rates
The UN Development Report defines adult literacy rates as the percentage of those
aged 15 and above who are able to read and write a short, simple, statement on their
everyday life. This is a very narrow definition of literacy. But, more extensive
definitions of literacy are available, for example functional literacy based on the
International Adult Literacy Survey. This survey tests people's ability to understand
printed text, to interpret documents adequately and perform basic arithmetic. Literacy
is likely to be considerably determined within a culture rather than across cultures
(Goff, 2003, pp.4-6).

4.8

Economic Development in the Palestinian Territories
The economic development in Palestine is considered one of the vital priorities that

concern the Palestinians in the different phases through the Palestinian people life. It seems
that the development issue in Palestine and the circumstances that prevailed may impose a
special character on the nature of the activity or the development plans and programs, thus
the concept of development acquired a privacy related to what is happening in the region and
its relation to economic, social and political life. The development process in Palestine had
faced many difficulties and obstacles that prevent continuity and limit its results and impacts,
and adversely affect the standard of living for the majority of the population, due to
instability and Israeli occupation direct interventions, demolishing elements of infrastructure,
public facilities and expansions of production in all activities (Shakoura, 2010, p.1).
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Palestinian Territories economy grew rapidly between 1968 and 1980 (average annual
increase of 7% and 9% in real GDP per capita and GNP, respectively), triggered by a number
of factors, including the rapid integration with Israel and the regional economic boom.
Earnings of Palestinian employees in Israel increased from negligible levels in 1968 to
almost one quarter of GNP in 1975. The rapid growth in the Palestinian economy continued
even after economic growth in Israel slowed in the mid of 1970s following the first oil crisis,
see Table (4.1) below.

Table No. (4.1)
Palestinian Territories Key Socioeconomic Indicators 1970-1991
1970

1980

1987

1991

Population (000)

980

1,181

1,434

1,682

GNP per Capita (1991 US$)

780

1,700

1,880

1,715

GDP per Capita (1991 US$)

670

1,310

1,280

1,275

Share of Industry (% of GDP)

5

7

9

8

Exports (% of GNP)

22

23

15

9

Imports (% of GNP)

47

46

43

40

Source: Statistical Abstracts of Israel, Central Bureau of Statistics, various issues.

Growth started slowing down with the end of the regional boom in the early 1980s,
and decline set in after 1987. Between 1980/81 and 1986/87, real GNP per capita increased
by 12 percent, and the real GDP per capita increased by only 5 percent. Export growth also
stagnated during that period. The situation was exacerbated after 1987 with the Intifada,
which caused disruptions in economic relations with Israel (WB, 1993, p.4).
Since 1967 until now, the Palestinian economy has become attached to the Israeli
economy and its development has become captive to the unbalanced relationship with this
economy, the larger and more dynamic and complex. The successive Israeli governments
since that time follow systematic destructive policy against the Palestinian economy based on
converting the West Bank and Gaza Strip into a consumer market for Israeli products and
services, and a source of cheap labor. This policy led to the creation of structural defects
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inherent in the local economy, which created an expansion of the service activities and the
marginal productivity instead of development activities, which led to the weakening of the
productive capacity of the Palestinian economy and hindered its normal growth. Israeli
restrictions continued stifling the Palestinian economy during the transitional phase since the
beginning of 1993 under the justification of what called "Security Measures" to the extent
that vanished with it the optimistic outlook on "the economic gains of peace."
The Palestinian economy remained throughout this stage lives in a subordination
case. Then came the repercussions of the second Palestinian intifada in 2000, which doubled
the economic burden imposed on citizens as a result of Israeli aggression, and those
consequences to prove the invalidity and betting on external factors (international aid and
Israeli workers) under all political circumstances, and to show the need to strengthen the
Palestinian self-reliance of the Palestinian economy (Abdul Kareem, 2004, p.2). Table (4.2)
shows the key indicators of macroeconomic in the Palestinian Territories under investigation,

Table No. (4.2)
Palestinian Territories Key Socioeconomic Indicators 1994-2010
1994

1997

2000

2003

2006

2010

Population (000)

2,391

2,783

3,053

3,314

3,612

4,048

GNI per Capita (2004 US$)

1612.6

1662.8

1690.3

1314.5

1392.7

1597.8

GDP per Capita (2004 US$)

1418.4

1454.2

1460.1

1227.3

1275.4

1502.1

Share of Industry (% of GDP)

22.2

15.5

13.9

17.5

15.0

12.2

Exports (% of GNP)

13.6

14.6

16.8

11.3

14.6

15.1

Imports (% of GNP)

69.5

65.0

75.6

75.4

67.3

52.9

Source: different publications form PCBS.

The Palestinian economy is beginning to emerge from the very difficult phase it
entered in early-2006. In 2006, Real GDP was estimated to have fallen by about 8 percent in
real terms, leaving real GDP per capita almost 40 percent below its 1999 level. The
contraction reflected the destruction of physical infrastructure during the Israeli incursion
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into Gaza Strip, the limited financing for government spending as a result of financial
sanctions, and increased uncertainty about the Palestinian Territories’ prospects. The ending
of financial sanctions since June 2007 has eased the liquidity situation of the PNA and
improved private sector confidence. This has led to some rebound of economic activity in the
West Bank, offsetting the contraction in the first half of 2007. However, the tight closures
around Gaza Strip since June 2007 have led to a significant decline in private sector activity
there. Taking into account the negative impact of Gaza’s isolation, real GDP growth for the
West Bank and Gaza Strip is projected to be zero in 2007 (IMF, 2007, p.3).
The macroeconomic situation continued to improve in the West Bank and Gaza Strip,
with solid economic growth registered so far in 2010. Real GDP growth in the first half of
2010 (compared to the first half of 2009) is estimated at 9 percent for the West Bank and 16
percent for Gaza Strip. In the West Bank, private sector confidence continued to be bolstered
by good management and reforms by the PNA supported by donor aid, improvements in
security conditions, and fewer controls on internal movement of goods and people than in
early 2009. The recovery in Gaza Strip was driven by a gradual easing of the blockade.
However, exports from the West Bank and Gaza Strip to Israel, as well as imports by the
private sector of capital inputs and raw materials, continue to be restricted. The growth
pattern continues to be heavily skewed toward services, while activity in sectors that depend
on investment inputs and export markets, notably manufacturing, continues to be suppressed.
Given the uncertain prospect for further easing of trade controls in the remainder of the year,
real GDP growth for the West Bank and Gaza Strip in 2010 is conservatively projected at 8
percent (IMF, 2010, p.4).

4.8.1 Gaza Strip Recent Economic Outlook
Gaza strip has been placed under blockade since the election in 2007 limiting not only
the flow of people from and to Gaza Strip, but also the import and export of raw materials.
Israel’s blockade has denied basic goods to Gaza’s 1.54 million residents and prevented postwar reconstruction. The blockade has left Gaza Strip in a position of economic vulnerability
with delays in donor aid and substantial borrowing from commercial banks and accumulation
of arrears in the first half of 2009. Gaza Strip relies on Israel as its major supplier of
electricity and fuel so Israel’s restriction has crippled transportation, water-pumping, sewage
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and sanitation facilities. Whatever productive base there was in Gaza Strip before 2007 has
been undermined over the last three years. As noted in the IMF report for 2010, the
dramatically low levels of employment shares in agriculture (7%), manufacturing (2.7%) and
construction (less than 1%). Some 68% of total employment in Gaza Strip (up from 37% in
1999) is now in services – a very skewed distribution. In addition, economic activity is now
reduced to its minimum expression, around food aid, public employment and the “tunnel
economy” that continues to operate, even after the military invasion launched in December
2008 (Avis, 2010, pp.9-10).

4.8.2 The West Bank Recent Economic Outlook
The economic outlook for the West Bank is more positive with a relaxation on
internal trade and movement of people contributing to a rise in real GDP. As detailed in the
UN’s Office for the Coordination of Humanitarian Affairs (OCHA), during 2009 the Israeli
authorities have implemented several measures that have eased restrictions on movement and
access affecting the West Bank cities of Nablus, Qalqiliya, Ramallah and Jericho. These
measures have significantly reduced the amount of time required for people and goods to
enter and leave these cities. The IMF projects that if there is continued relaxation of
restriction of movement there would be real GDP growth of 5.5% in 2009. Real GDP growth
in the West Bank in 2010 is projected to rise from about 5% to 7%, while in Gaza Strip there
would be an up-turn in growth from -5% to around 1%. Movement and trade restrictions can
be seen as the main impediment to the Palestinian Territories economic growth. The real
GDP per capita would grow by about 4%, representing the first significant improvement in
living standards since 2005 (ibid, pp.10-11).

4.9

Cooperatives Contribution in Development
As cooperatives have different goals, the perspectives of cooperation in addition to

being a humanitarian and social, cooperatives also economic organizations that also aim to
raise the standard of living of its members through optimum utilization of the available
human and economic resources. The economic perspective is the first consideration for the
members of cooperatives, which must be the beginning to reach the other social, cultural and
political goals.
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Cooperatives are successful in economic development because they are commercial
organizations that operate by a broader set of values than those associated with the narrow
pursuit of profit alone. Cooperatives are first and foremost businesses, but at the same time
they practice economic fairness by ensuring equal access to markets and services among an
open and voluntary membership base. Because they are owned by the consumers of the
services they provide, cooperatives tend to make decisions that balance the need for
profitability with the greater interests of the community which they serve (Schwettmann,
1994, p.1).
Mainly, development potential of primary cooperatives resides in the following
attributes (Satgar, 1999, pp.4-5):


Internal capital formation: This happens by pooling member fees and share
purchases into an internal capital pool. This is further enlarged if cooperatives reinvest a portion of their surplus or borrow from member surpluses. Within the wider
movement the role of cooperative banks are essential in providing technical support,
business advice but most importantly start-up or venture capital.



Locally based asset formation and control: As the cooperative invests its capital in
equipment and land or even inventory, it contributes to local asset formation that
would be controlled by member owners in the cooperative rather than an outside
stakeholder. These member owners would be responsible for these assets due to
ownership but would also have the right to dispense with them and even replenish
them after depreciation sets in.



Links land redistribution to productive economic activity. This is particularly the
case with rural development. With this link land reform policy can be implemented in
a more sustainable manner and contribute to microeconomic activity and the
efficiency of development strategy.



Employment. To this extent cooperatives can provide for self-employment for
individuals or can contribute to full time employment or seasonal employment. In a
context in which there is not proper state support or protection or no cooperative
movement linked into a wider political program, employment created through
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cooperatives would merely amount to “survivalist jobs” earning cooperative members
an income far less than a living wage and amounting to self exploitation.


Cooperative movement networks. These exist when the demand and supply side of
the market are organized through cooperatives. This allows for needs to be met in a
more planned way but also provides consumers with cheaper products or services. To
this extent the market is socialized and controlled and coordinated by decisions made
jointly by producers and consumers.



Economies of scales: They provide their members with the advantage of economies
of scale. By combining their resources producers can obtain needed goods and
services at reduced costs, and market their produce in larger volumes, giving them a
stronger bargaining position in dealing with traders.



Linking small-scale producers: They can link small-scale producers to the national
economy. By serving as means for obtaining inputs and marketing of produce for
their members, the organizations can help to incorporate the smaller producers into
the national economy and contribute to higher productivity and improved farmer
income in the small holder sector, for instance.



Rural stability: By providing an institutional permanence for self-help, these
community-based organizations can extend services to members over the long term.
When collaborating with development projects, they can continue project related
activities after external assistance has been concluded.
In Palestine, as well as for the developing countries, cooperatives play an essential

role as a tool of development in different areas in the life of the Palestinian people. It has a
contribution in the economic, social and political field. Following a clarification of how
cooperatives have a role in the economic development in the Palestinians Territories.

4.9.1

Mobilizing Human and Economic Resources
Cooperatives contribute to the mobilization and development of human resources,

especially for farmers and it help in identifying and implementing of modern agricultural
methods and contribute to the process of agricultural development, besides to its positive
98

social and economic impact on rural community. As well as in the case of economic
resources that must be utilized at the best ways to contribute in the economic, social and
political development, and capacity building capable of managing the human and economic
resources of the community (Zaghmouri, 1991, P.45).

4.9.2

Increasing National Output
Cooperatives increase agricultural output through agricultural guides, providing

production requirements at suitable prices, offering machinery and modern agricultural
methods to the agricultural sector, and offering new breeds of animals, land reclamation and
the establishment of housing, agricultural and service projects. They also contribute to raising
the efficiency of cooperatives and the culture of farmers and producers, and marketing their
products at fair prices which lead to encouraging them to continue production. As for the
industrial production, cooperatives increase the national production in industry and crafts,
where cooperatives used to improve the means of production through guidance, training,
advanced machinery and marketing of products. Cooperatives also increase the national
production through cooperative consumption where the demand for goods increases in which
affecting the produced quantity and quality of goods at cheaper prices (Nashashibi &
Mohammad, 1987, P.16).

4.9.3 Providing Better Services
Cooperatives provide services to the community, especially for its members, such as
housing cooperative that provide housing units contain all the modern services and facilities
and contribute to solving the housing crisis in the community. Cooperatives in the service
sector have diversity in its work and specialization; electric cooperatives contribute to the
improvement of electrical services, transportation cooperatives provide safe and cheap
transportation, education cooperatives provides training and courses and other educations
means and assistance. And others types of cooperatives also provide services in different
ways such as health and irrigation, which all lead to the increasing of economic and social
level of society and develop it as well (Zaghmouri, 1991, P.46).
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4.9.4 Contribution in Saving and Investment Funds
The work of saving and credit cooperatives in the field of lending and financial
savings in addition, all cooperatives begins its work since its inception, i.e., when its
members contribute to the heads of their money subscribing. Also, deposit operations carried
out by members of savings and deposits contribute to the associations in the service member
and the cooperative. And the most important areas of current work of many cooperatives is to
provide seasonal loans, especially in the areas of agriculture and livestock, which contributes
to the provision of production inputs on time and help farmers in the production process up
until the end of the season (Zaghmouri, 1991, P.46).

4.9.5 Cooperatives and Employment
Theoretically, cooperatives can create employment in five different ways
(Schwettmann, 1994, pp.7-8):


Cooperatives as a common workplace: this is the case when cooperative members
work together in a joint production unit. In other words, members have formed the
cooperative society primarily as a form of "organized self-employment". Typical
examples are collective agricultural cooperatives and small industrial cooperatives.



Cooperatives as employers: the case of client-owned cooperatives which employ
salaried staff who are not necessarily cooperative members. An example is a
consumer cooperative that employs storekeepers, cashiers and shop attendants. Such
employment effects are often enhanced through diversification.



Cooperatives promoting or enabling self-employment: this is the case when clientowned cooperatives strengthen the businesses or households of their members. A
typical example is an agricultural marketing and supply cooperative that provides
independent cash crop farmers with essential pre- and post production services.



Cooperatives inducing wage employment: jobs are created because of the very
existence of cooperatives; this includes governmental cooperative departments,
cooperative training institutions and cooperative audit companies.
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Spillover effects: just as any other business, a cooperative creates jobs in those
enterprises with which it maintains commercial relations. A housing cooperative, for
example, is likely to create jobs in the building material industry.

4.10 The Millennium Development Goals in the Palestinian Territories
In September 2000, leaders of 189 countries came together at the UN Millennium
Summit in New York and signed the Millennium Declaration, thereby strongly reaffirming
the commitment of their nations and the international community to the achievement of the
Millennium Development Goals (MDGs) by 2015. The MDGs outline tangible measures for
gauging improvement in human development outcomes through a set of interrelated
commitments, goals and targets on development, governance, peace, security and human
rights (UN, 2000, p.1).
The MDGs were established with the purpose of advancing the UN’s objective “to
achieve international cooperation in solving international problems of an economic, social,
cultural, or humanitarian character”. The MDGs comprise eight targets that are designed to
further economic development in the world’s most poor nations. The eight MDGs are as
follows (UNYA, 2009, p.2):
1. Eradicate extreme poverty and hunger
2. Achieve universal primary education
3. Promote gender equality and empower women
4. Reduce child mortality
5. Improve maternal health
6. Combat HIV/AIDS, malaria and other diseases
7. Ensure environmental sustainability
8. Develop a global partnership for development
These MDGs today are the focus of the world’s development agenda with multi and
bilateral organizations, governments and civil society all seeking to find innovative ways to
reach the goals by 2015. However, many are not taking into consideration the unique
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contribution that cooperatives can make, due in part to the fact that cooperatives have had a
mixed history and the lack of visibility of the cooperative model (Birchall, 2004, p.1).
The PNA has committed itself to continue strengthening its public institutions as a
means both to end the occupation and improve the quality of life of citizens, despite the
occupation. The overarching conclusion of the Palestinian Ministry of Planning (MoP)
reports is that national support for the attainment of MDGs by 2015 remains strong, and that
progress made since the PNA was established in 1994 can be sustained. However, nothing
short of an end to the occupation and the emergence of a sovereign State of Palestine will
create the necessary conditions for significant further progress.
Table (4.3) summarizes the likelihood of, as well as current trends towards,
attainment of MDGs under occupation. It also provides an assessment of the likelihood of
attaining MDGs in the event a sovereign State of Palestine is established during 2011, as
envisaged in the Government’s political program (MoP, 2010, p.6).

Table No. (4.3)
Millennium Development Goals Progress in the Palestinian Territories 2010
Scenario
Goal
1
2
3

Sovereignty

Occupation

Will Goal
be Met

National
Support

Will Goal
be Met

National
Support

Likely

Strong

Unlikely

Strong

Likely

Strong

Likely

Strong

Likely

Strong

Likely

Strong

Eradicate extreme poverty and
hunger
Achieve universal primary
education
Promote gender equality and
empower women

4

Reduce child mortality

Likely

Strong

Likely

Strong

5

Improve maternal health

Likely

Strong

Potentially

Strong

Likely

Moderate

Likely

Moderate

Unlikely

Moderate

Unlikely

Moderate

Likely

Strong

Unlikely

Strong

6
7
8

Combat HIV/AIDS, malaria and
other diseases
Ensure environmental
sustainability
Develop a global partnership for
development

Source: Ministry of Planning (2010), Palestine.
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4.10.1 Cooperatives and Millennium Development Goals
Cooperatives, as economic enterprises and as self-help organizations, play a
meaningful role in uplifting the socio-economic conditions of their members and their local
communities. Over the years, cooperative enterprises have successfully operated locally
owned people-centered businesses while also serving as catalysts for social organization and
cohesion. With their concern for their members and communities, they represent a model of
economic enterprise that places high regard for democratic and human values and respect for
the environment. As the world today faces unstable financial systems, increased insecurity of
food supply, growing inequality worldwide, rapid climate change and increased
environmental degradation, it is increasingly compelling to consider the model of economic
enterprise that cooperatives offer. The cooperative sector, especially in developing countries,
also presents itself as an important element that can contribute to the realization of the MDGs
by 2015 (UN,2009, p.1).
The basic problem is that progress depends on equitable growth of at least three
percent per year if the MDGs are to be achieved. But in the three years since the Millennium
Declaration growth has slowed to an average of 1.6 percent in the developing countries. Arab
countries have seen growth of only 0.7 percent, while in Latin America economies have
shrunk by one percent. However, there are encouraging signs; several Arab nations have seen
growth of over three percent recently. Given such a gloomy forecast, it is important that we
do not neglect any means by which these trends can be reversed. And given the immensity of
the task it is hardly likely that we will find a miracle cure. How far can cooperatives
contribute to the achievement of the MDGs? What makes us think that cooperatives might be
part of the solution (Birchall, 2004, p.25).

Goal 1: Eradicate extreme poverty and hunger
Strong arguments were made for the role of cooperatives in poverty reduction, and so
these arguments will not be made again. It suffices to say here that cooperatives can help
raise people out of poverty, because they are essentially income-generating organizations.
Furthermore, because they return any surpluses to the members in the form of a patronage
refund based on the use people have made of the cooperative, they make sure that growth is
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equitable. The UN declares ‘All countries should implement policies that strengthen the links
between economic growth and poverty reduction’ and goes on to single out growth that does
not discriminate against rural areas, ethnic groups or women, and that increases small
farmers’ incomes, expands access to land and promotes labour-intensive growth in small and
medium enterprises. In many countries, cooperatives are still the main way in which rural
people make a living. Where they are working well cooperatives meet these criteria, and
should be regarded as a useful part of country policies (ILO, 2010, p.28).

Goal 2: Achieve universal primary education
Education contributes to better health and increases productivity. Cooperators have
always been committed to education. When the Rochdale Pioneers began their work in 1844,
most of the adult population of Northern England were illiterate, and few children went to
school. They made adult education one of their principles, and their levy of 2.5 percent of
trading surpluses became the norm everywhere in Europe that consumer cooperatives
followed the Rochdale model. At first, cooperative movements in the now-developed
countries concentrated on basic literacy and technical education. When the state began to
take over primary education they withdrew from this work and concentrated on distinctively
cooperative education, emphasizing the understanding of cooperative principles and trading
practices while continuing to provide support for adult education. In Britain, for instance, the
Workers’ Education Association, that had a profound effect on the life chances of so many
working people, grew directly out of the cooperative movement. In every country with a
significant cooperative sector, cooperative colleges have been founded to provide training for
active members, employees and managers. Some have reached out again to make a wider
contribution. Kobe Cooperative in Japan has built and manages several ‘right livelihood’
centers that offer a range of adult education and leisure activities. The Migros cooperative in
Switzerland channels much of its profits into a ‘community dividend’ that provides adult
education for its members. The Mondragon cooperatives have funded several schools that
help to preserve the Basque language. In developing countries, cooperatives have great
potential in the field of literacy training for adults. Cooperatives are not usually involved
directly in providing primary schooling, but where local government fails to provide they
often fill the gap, using their own funds to build and support local schools. As local
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membership-based organizations they can build on primary education by human resource
development; enabling members, managers and staff to gain the skills needed in running a
business. As local civil society organizations, they can also monitor the quality of education,
preventing absenteeism among teachers. Where they raise the incomes of poor people, they
enable children to complete primary education. Where they raise the incomes and increase
the status of women, this encourages girls to complete their education (Birchall, 2004, pp.2627).

Goal 3: Promote gender equality and empower women
Cooperatives as organizations with an ‘open membership’ principle, so they are open
to women. The Rochdale Pioneers were all men; at that time Britain was a patriarchal society
and it was inconceivable that women might get involved in public affairs. The ‘woman with
the basket’ was seen as a crucial figure on whose loyalty the cooperative depended, but who
was not expected to make decisions. Now most members of consumer cooperatives are
women; in Japan, with its ‘Han’ system of bulk-buying, they have reached 95 percent.
Everywhere they have gained a place in the governance structure of their cooperatives, but
they are still under-represented at higher levels, a problem that the women’s committee of the
ICA is campaigning to solve. In worker cooperatives, membership depends on employment.
However, many of the ‘new wave’ cooperatives that were founded in Western Europe and
North America were set up deliberately as women’s cooperatives, linked to the wider
women’s movement. These have tended to remain small and their numbers difficult to
estimate, but they show that when women seek to empower themselves they find the
cooperative type of business sympathetic (ILO, 2010, p.37).
In the Palestinian Territories, as the same as the developing countries, cooperatives
are the most appropriate media to promote gender equality in the field of work, taking in
consideration that equality is a principal value of cooperatives. And there are efforts being
made to encourage cooperatives and work through the increased participation of women in
the development and promotion of gender equality and gender mainstreaming. In the rural
areas, cooperatives are the only democratic organization for organizing women and
promoting their rights and their economic and social status.
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Goal 4: Reduce child mortality / Goal 5: Improve maternal health
Cooperatives have also been effective in the provision of primary health care. While
maternal and child health are public issues and it could be argued that local government
should provide, in remote rural areas there are often gaps in provision. In Japan, the
agricultural and consumer cooperate between them were responsible for mainstream health
care delivery, until a comprehensive public health insurance system led to their becoming
more specialized. Like the retail consumer cooperatives, they have developed a system of
small, informal groups of members who take responsibility for their own health. In India, in
the 1960s 15 health cooperatives were set up in Maharashtra and 87 in Kerala. Funding was
provided through consumer member payments and support from the local state. In Sri Lanka,
health cooperatives began in the 1960s, mainly to provide services to members of consumer
and agricultural cooperatives. There are now 10 of them, funded by primary cooperative
societies (who pay the fees and recover them from members over time), and by public
funding. A number of multi-purpose agricultural cooperatives have also provided their own
hospitals in rural areas. It seems plausible, then, that the cooperative form should become
part of a more comprehensive strategy for implementing these MDGs (Birchall, 2004, pp.2930).

Goal 6: Combat HIV/AIDS, malaria and other diseases
In most Asian countries, cooperatives are providing health care services and health
education programs for their members. In India, there are 181 hospital cooperatives, and 50
cooperative education field projects providing family welfare and health awareness
programs. During 2002, these projects organized 372 health awareness programs on
HIV/AIDS for their members, from which more than 7000 people benefited. The Indian
Farmers’ Fertilizer Cooperative organizes regular health care programs for farmers and their
families, with free medical care and medicines, and insurance cover for personal accidents.
The National Cooperative Union of India has established four cooperative education field
projects for women, which have more than 10,000 members. They conduct monthly
awareness workshops on health care, including classes on HIV/AIDS awareness. This kind of
health education input from cooperatives is expected to grow. The ICA has the capacity to
reach over 760 million people, in nearly 100 countries. It envisages a ‘systematic programme
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to raise awareness, encouraging cooperatives around the world to address the HIV/AIDS
pandemic within their own organizations and the communities they serve’. This will extend
current work in developing countries, then to all countries with a high prevalence of HIV. In
addition to contributing to public health campaigns, cooperatives are a means by which
people can gain micro-insurance against illness. This is particularly important in Latin
America, and in Senegal and Burkina Faso. They are also a means by which groups of health
care providers can become more effective; such as pharmacy cooperatives and cooperative
clinics. They are also a means of improving delivery of care specifically for AIDS sufferers
(Bibby, 2006, pp.15-17).

Goal 7: Ensure environmental sustainability
This goal has three distinct targets: to integrate the principles of sustainable
development into country polices and prevents the loss of resources; to halve the proportion
of people without drinking water; and to improve the lives of at least 100 million slum
dwellers. To integrate the principles of sustainable development into country polices and
prevent the loss of resources depletion of the world’s fisheries, soil erosion, water stress,
climate change from greenhouse gases, all affect developing countries disproportionately. All
the agencies involved in this issue agree that it is essential to involve local people in the
solutions, defining their property and user rights, involving them in managing resources, and
so on. The UN Development Report for 2003 says that service provision is best provided by
local communities and firms, and it is the government’s role to build their capacity. This
provides an opportunity for water cooperatives to be considered as one important option. For
instance, in the USA in the 1970s tenant management cooperatives were formed to run outof-control public estates. In England during the 1980s many new build cooperatives were
formed to house people living in poor quality public housing. In Scotland, over 30
cooperatives were formed to buy run down ‘council’ estates and refurbish them. In
developing countries, housing cooperatives have also been effective in providing decent
accommodation. The New York model is being developed in South Africa and Russia, and
one of our case studies of cooperatives in Latin America will explore this option for a whole
world region. Another way cooperatives can be effective is in providing shared services to
poor people in the informal economy; the previous book introduced the example of the
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Uganda Shoe-shiners cooperative, and in Chapter 4 an updated version will be presented
(Birchall, 2004, pp.32-34).

Goal 8: Develop a global partnership for development
This goal shifts the focus of attention to the international community and the
developed countries, challenging them to create a global partnership for development. Poor
countries cannot remove the structural constraints of rich country tariffs and subsidies,
patents that restrict access to technology, and unsustainable debt. Also, large transfers of
resources are needed from rich to poor nations if the latter are to reach critical thresholds in
health care, education and infrastructure, and to improve productivity. Cooperative in
developing countries, and cooperative in the rich countries, can – and should - play an
important part in this process. There is one way in which cooperatives in the developed world
are already helping, in a small way, to alter the relationship with developing countries – fair
trade. The Italian Lega cooperative now has a range of 25 ‘solidal’ products. Sales have been
increasing constantly since the initiative began in 1996, with a turnover of 3.5 million Euros
in 2002. The Cooperative Group leads the way in fair trade in the UK; its fair trade coffee
and bananas are beginning to take a significant share of its sales, and the members of its area
committees are active in promoting fair trade weeks in the stores (ILO, 2010, p.38).
The Swiss consumer cooperative, Migros, has gone even further. It has launched a
fair trade line of children’s clothes, linking up with farmers in Mali to produce organic
cotton, and then sending the cotton to be made into finished goods from factories in India.
This enables the farmers to improve their working conditions by avoiding use of chemicals
and to gain a better price by organizing in marketing cooperatives. It enables the workers in
India to be protected as part of the terms of the contract with Migros. Consumers in
Switzerland are then able to make an ethical choice to support the protection of workers’
rights in developing countries. The scheme has not been without its problems, notably in
getting the factory owners to comply, but it is a model that will be replicated (Birchall, 2004,
pp.35-36).
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In brief, cooperatives can contribute to the achievement of the MDGs by 2015
because of their inherent characteristics. Because cooperatives are economic associations,
they provide the opportunity for poor people to raise their incomes. Because they are
democracies with each member having one vote, they empower people to own their own
solutions, and because they pool risks at the level of the enterprise and offer micro-insurance
they increase security. The cooperative business structure has proven its competitiveness
internationally in a number of areas; the culture of cooperatives can facilitate innovation and
productivity in the workplace as members look for ways of working together effectively,
efficiently and democratically for their mutual benefit; and cooperative businesses are
renowned for their commitment to social and environmental goals. In addition, there is
increasing evidence indicating that cooperatives also contribute directly and indirectly to
meeting several of the other MDGs, such as primary education for children, gender equalit y
and reducing child mortality, ensuring environmental sustainability and the contribution of
cooperatives in globalization and networking through the cooperative alliances and unions.
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4.11 Summary
The chapter attempted to distinguish between two coherent concepts; economic
growth and economic development. Some economists used the concept of economic growth
and the concept of economic development as synonyms and there is no difference between
them. This confusion has emerged particularly in the economic literature that has addressed
the issue of economic development in the undeveloped countries through the fifties to the
sixties of the last century. One of the most recent definitions of economic development was
for (Todaro, 2006) that defines development as a multidimensional process involving major
changes in social structures and so on. He emphasizing on the core values of development
which are Sustenance, Self-Esteem Freedom from Servitude, accordingly the objectives of
economic development were derived.
Many of the macroeconomic theories have been reviewed, especially after the Second
World War up to date. Each theory came to deal with the defects of the previous theories,
each theory posses its strength and weakness, since it is not possible to have a consensus on
theory validity for all countries neglecting the infrastructure and institutional capacity of each
country. It was noted that some of the theories (Smith, Mills, and classics) had given the
main role in the development of a free market without any state role in the planning of
growth process. Schumpeter was focusing on the innovations and entrepreneurship. While
Rostow approach to economic development involved an economy passing through a
sequence of stages of growth concerned with the national economy in the developing
countries. Moreover, some theories encourage investment that must be dedicated to the
economic development process before that the national economy can start the phase of selfgrowth.
Finally, the chapter attempted to highlight the economic development status, MDG’s
achievement and the contribution of cooperatives in achieving the economic development
and MDG’s in the Palestinian Territories. Economic development in Palestine is considered
one of the vital priorities that concern the Palestinians in the different phases through the
Palestinian people life. It was found that cooperatives can contribute to the achievement of
the MDGs by 2015 because of their inherent characteristics, since they are economic
associations; they provide the opportunity for poor people to raise their incomes.
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5.1

Introduction
This chapter deals with studying the relationship between cooperatives' independent

variables and economic development dependent variable in the Palestinian Territories. To
achieve this purpose, the researcher had collected and analyzed the data to formulate an
econometric model describing the statistical relationship between the dependent and
independent variables using the statistical program EViews-711.
There are two types of data that been used in this research; primary and secondary
data. Primary data was for the cooperatives number, members, employees, income, expenses,
projects values and capital; which have been collected from 103 cooperative 12 located and
active in Gaza Strip, and 480 cooperative located and active in the West Bank. The
secondary data was for the Real GDP per capita and the unemployment rate which been
published in various issues of PCBS.
The researcher arranged the data in the form of Panel data, which is a set of data that
have both a time series and a cross sectional component. This type of data is often used by
economists when dealing with time series data such as Real GDP in specific period of time
for several countries. In this research panel data were used because we deal with Real GDP
per capita for the period 1994-2010 with cross sectional data for six different types of
cooperatives.

5.2

Research Methodology
The research methodology is based on a literature review of the past experiences of

cooperatives in Palestinian Territories and in other countries, and a statistical approach using
econometric model for the correlation between cooperatives and economic development in
the Palestinian Territories. The analytical part of this research requires a very intensive work
in collecting the cross sectional data from the financial and administrative annual reports of
11

EViews: Econometric Views is a statistical package for windows, used mainly for time series oriented
econometric analysis.
12
According to the GDC reports at the end of 2010, there are 931 cooperatives in Gaza and West bank. A
number of 269 inactive cooperatives faced disciplinary actions (42 under investigation, 146 under dissolution
and 81 without any action). The total active cooperatives are 662, while 583 only cooperate with us in data
collection.
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the active cooperatives and interviews with representatives of cooperatives in the West Bank
and Gaza Strip, and interviews with relevant employees of the GDC at the Palestinian MoL,
with staff of the international institutions involved in and supporting the development of
cooperatives in the Palestinian Territories, as well as interviews with a selection of academics
in relevant experience to determine precisely the most relevant variables to this study. Also it
requires time series data of the Palestinian economic activities, national accounts series data,
and the labor force data in which all are collected from the Palestinian Central Bureau of
Statistics (PCBS) in Gaza Strip.
The researcher has adopted both the descriptive and quantitative analysis approach. The
quantitative analysis was to generate and test the econometric model that illustrates the
correlation between cooperatives and economic development in the Palestinian Territories.
Thus, the research is considered an empirical research which refers to collecting data from
the field at large in order to test hypotheses. Descriptive data from observations or interviews
may illuminate the current status of the topic under investigation.

5.3

Data Collection
In order to achieve the research goals, the researcher has collected the needed data from:

5.3.1 Primary Data
Primary data were collected by the researcher from the annual administrative and
financial reports of cooperatives submitted to the Palestinian MoL – GDC and those are at
the cooperatives themselves. Those were cross sectional data for the cooperatives number,
members, employees, income, expenses, projects values and capital for the period from 1994
- 2010.

5.3.2 Secondary Data
Secondary data will be collected from the published data of the PCBS and other
available sources of data relevant to macroeconomic development in the Palestinian
Territories. Those data were time series data for the Real GDP per capita, unemployment rate
in the Palestinian Territories for the period 1994 - 2010.
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5.4

Data Analysis
Data analysis for both primary and secondary data was done through three periods

including data preparation, econometric model formulation and drawing conclusions. Data
preparation including selecting, focusing, abstracting and transforming was done before,
during and after data collection. Econometric model formulation was using the latest
available EViews programme. Preliminary conclusions were then drawn after that.
Primary data (N: cooperatives number, M: cooperatives members, E: cooperatives
employees, I: cooperatives employees income, X: cooperatives expenses, P: cooperatives
projects values, K: cooperatives capital) were all collected for the active cooperatives in the
Palestinian Territories between the years 1994–2010. The researcher spent 6 months for data
collection due to the geographical difficulties to reach the West Bank. Data were collected
from 480 active cooperatives in West Bank and 103 active cooperatives in Gaza Strip.
Types of cooperatives were symbolized in the model as:

5.5



AG for Agricultural



HS for Housing



SR for Service



CR for Credit & Saving



CS for Consumption



HC for Hand Craft

Empirical Study Steps


Data were collected for six types (T) of cooperatives, with a total number (N)
of 583 cooperatives. Panel data had been arranged for the cross sectional data
for the independent variables (N,M,E,I,X,P,K) along time for the period
(1994-2010), with the time series data of the Real GDP per capita (Y) and
Unemployment Rate (UR) for the period (1994-2010), yielding the 102
observation along the 10 years under investigation.
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Secondary data (Real GDP per capita & unemployment rate) were obtained
from the PCBS through Emails, except that for the year 1994 since it is not
available and then been calculated by the researcher using the TREND13
function available at Excel programme.



Data were prepared and arranged as two locations Panel Data, one for Gaza
Strip and the other for West Bank, in an excel format to be used by the
statistical program EViews.



Statistical analysis had been performed for this data using version (7) of
EViews program to find and determine the relationship between the dependent
and independent variables.

13

TREND Function: is a tool used in Excel software for calculating a missing value to perform linear
regression. It calculates the trend line through a given set of y-values and (optionally), a given set of xvalues. The function then extends the linear trend line to calculate additional y-values for a
further supplied set of new x-values.
The syntax of the function is :
TREND( known_y's, [known_x's], [new_x's], [const] )
For more details, see Appendix 18
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5.6

Variables’ Descriptive Analysis

5.6.1 Dependent Variables
5.6.1.1 Real GDP Per Capita
Symbolized by the letter Y, and classified as for Gaza Strip “YG” and for West Bank
as “YW”. Figure (5.1) and Appendix (1) show the minimum value of Real GDP per
capita in Gaza Strip was 786.8 USD for the year 2009, and the maximum value of
1336 USD for the year 1998.
GPD per Capita had been highly suppressed in the year 2009 due to the exceptionally
tight blockade and impact of the “Cast Lead” war14. The movement of Real GDP per
capita reflects a wide divergence in regional output paths. However, Gaza’s situation
remains difficult despite the lifting in mid-2010 of restrictions on imports of
consumer goods. Severe restrictions remain in place in Gaza on exports, on the
movement of people across Gaza’s external borders, and on private sector imports of
raw materials and capital goods.
1,600.00

GDP per capita
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400.00
200.00
0.00

Year
Fig. (5.1): Real GDP per capita in Gaza Strip from 1994 to 2010

14

Cast Lead War: Israel’s offensive on the Gaza Strip, 27 December 2008 – 18 January 2009, resulted in the
killing of over 1,400 Palestinians, the overwhelming majority of whom (82%) were civilians. At least 5,300
Palestinians were also injured, and public and private property throughout the Gaza Strip was extensively
targeted and destroyed. (Palestinian Center of Human Rights, 2009)
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For the West Bank; figure (5.2) Appendix (2) and show the minimum value of 1223.5
USD for the year 2002, and the maximum value of 1924.6 USD for the year 2010.
From 2000 to 2002, Real GDP per capita in West Bank declined sharply with the
unfolding of the second Intifada 15 and sharp intensification of trade restrictions. On
the other hand, the improvement in macroeconomic conditions in the West Bank
since 2007, and especially in 2009 and 2010, has reflected solid economic
management by the PNA, a relaxation of Israeli restrictions on movement and access
as well as improved business confidence and substantial donor aid inflows.
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Fig. (5.2): Real GDP per capita in West Bank from 1994 to 2010

5.6.2 Independent Variables
5.6.2.1

Unemployment Rate
Symbolized by the letters UR, and classified as for Gaza Strip “URG” and for West
Bank as “URW”. It is a percentage value shows the unemployment rate for the period
1994-2010; taking in consideration that the rate for the year 1994 is not available at
the PCBS or any other formal institution in the Palestinian Territories, that’s why the
researcher used the TREND function to find the missing rates for this year for both
Gaza Strip and the West Bank.

15

Second Intifada: also known as the Al-Aqsa Intifada, it was precipitated by a provocative walk along the AlAqsa Mosque compound, also the Jewish Western Wall, by the Israeli Prime Minister Ariel Sharon on 27
September 2000.
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Appendix (1) and figure (5.3) show the minimum rate of unemployment in
Gaza Strip was 16.9% for the year 1999, and the maximum rate of 40.6% for 2008.
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Fig. (5.3): Unemployment Rate in Gaza Strip from 1994 to 2010

Unemployment rates have risen in the Palestinian Territories especially after the
break of second Intifada in 2002. The unemployment indicators in Palestine are
closely related to the political conditions which mostly influenced by the Israeli
Occupation measures.
The noticed improvement/decline of the unemployment rate in both Gaza Strip and
West Bank was in 1999 due to the impact of Oslo Agreement and the Israeli
mitigation of workers entry to Israel and other economic facilitations. On the other
hand, the sever movement of the unemployment rate in Gaza Strip was in 2008 due to
the tight blockade and the Israeli Occupation restriction on Gaza Strip economy.
But for West Bank, the highest unemployment rate was in 2002 due to the restrictions
on the number of Palestinian workers allowed into Israel since 2000 which have been
much tighter in Gaza than in the West Bank. While about 27,000 workers were
allowed from Gaza in 1999, or 13 percent of its labor force, the number over the past
decade has been negligible (IMF, 2010, p.7).
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For the West Bank; Appendix (2) and figure (5.4) show the minimum rate of 9.5% for
the year 1999, and a maximum rate of 28.2% for 2002.
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Fig. (5.4): Unemployment Rate in West Bank from 1994 to 2010

5.6.2.2

Number of Cooperatives
“NW”. It is a numerical variable with unity unit.
Appendix (12) and figure (5.5) shows the evolution in number of cooperatives in
Gaza Strip. Number of cooperatives reached 103 cooperative in the year 2010, in

Number of Cooperatives

which it increased for about 736% than it was in 1994.
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Fig. (5.5): Number of Cooperatives in Gaza Strip 1994 to 2010
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For the West Bank, Appendix (13) and figure (5.6) show the evolution in number of
cooperatives. Where it reached 480 cooperative in 2010, in which it increased about

Number of Cooperatives

174% than it was in 1994.
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Fig. (5.6): Number of Cooperatives in West Bank 1994 to 2010

Number of Cooperatives’ Members

5.6.2.3

Symbolized by the letter M, and classified as for Gaza Strip “MG” and for West Bank
as “MW”. It is a numerical variable with unity unit.
Appendix (12) and figure (5.7) shows the evolution in membership of cooperatives in
Gaza Strip. It reached 11,923 members in the year 2010, in which it increased for

Members of Cooperatives

about 231% than it was in 1994.
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Fig. (5.7): Membership of Cooperatives in Gaza Strip 1994 to 2010
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For the West Bank, Appendix (13) and figure (5.8) show that the membership of
cooperatives reached 44,786 members in 2010, in which it increased about 204% than

Members of Cooperatives

it was in 1994.
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Fig. (5.8): Membership of Cooperatives in West Bank 1994 to 2010

Number of Cooperatives’ employees

5.6.2.4

Symbolized by the letter E, and classified as for Gaza Strip “EG” and for West Bank
as “EW”. It is a numerical variable with unity unit.
Appendix (14) and figure (5.9) shows the evolution in cooperative employees in Gaza
Strip. It reached 90 employees in the year 2010, in which it increased for about 173%

Number of Employees

than it was in 1994.
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Fig. (5.9): Employees of Cooperatives in Gaza Strip 1994 to 2010
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For the West Bank, Appendix (15) and figure (5.10) show that the employees of
cooperatives reached 1,262 employees in 2010, in which it increased about 221%
than it was in 1994.
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Fig. (5.10): Employees of Cooperatives in West Bank 1994 to 2010

Cooperatives’ Employees Annual Income

5.6.2.5

Symbolized by the letter I, and classified as for Gaza Strip “IG” and for West Bank as
“IW”. It is a numerical variable with US Dollar unit.
Appendix (14) and figure (5.11) show the evolution in cooperative employee’s annual
income in Gaza Strip. For 90 employees it reached 592,067 US Dollars in the year
2010, in which it increased for about 173% than it was in 1994.
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Fig. (5.11): Employees of Cooperatives Annual Income in Gaza Strip 1994 to 2010
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For the West Bank, Appendix (15) and figure (5.12) shows the evolution in
cooperative employee’s annual income in West Bank. For 1262 employees it reached
8,070,600 US Dollars in the year 2010, in which it increased for about 218% than it

Annual Incomes
in USD Thousands

was in 1994.
9,000
8,000

8,071

7,000
6,000
5,000
4,000
3,701

3,000
2,000
1,000
0

Year
Fig. (5.12): Employees of Cooperatives Annual Income in West Bank 1994 to 2010

Cooperatives’ Annual Expenses

5.6.2.6

Symbolized by the letter X, and classified as for Gaza Strip “XG” and for West Bank
as “XW”. It is a numerical variable with US Dollar unit.
Appendix (16) and figure (5.13) show the annual expenses of cooperatives in Gaza
Strip. It reached a maximum value of 1,880,511 US Dollars in 2006, where the

Cooperatives Expenses
in USD Thousands

minimum expenses value was 254,403 US Dollars in 1994.
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Fig. (5.13): Cooperatives Expenses in Gaza Strip 1994 to 2010
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For the West Bank, Appendix (17) and figure (5.14) shows the annual expenses of
cooperatives in West Bank has reached a maximum value of 8,866,972 US Dollars in

Cooperatives Expenses
in USD Thousands

2009, and the minimum expenses value was 3,691,335 US Dollars in 1994.
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Fig. (5.14): Cooperatives Expenses in West Bank 1994 to 2010

Cooperatives’ Annual Projects Value

5.6.2.7

Symbolized by the letter P, and classified as for Gaza Strip “PG” and for West Bank
as “PW”. It is a numerical variable with US Dollar unit.
Appendix (16) and figure (5.15) show the annual projects values of cooperatives in
Gaza. It reached a maximum value of 2,253,258 US Dollars in 2010, where the

Cooperatives Projects
in USD Thousands

minimum expenses value was 297,668 US Dollars in 1998.
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Fig. (5.15): Cooperatives Projects Value in Gaza Strip 1994 to 2010
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For the West Bank, Appendix (17) and figure (5.16) shows the annual projects values
of cooperatives in West Bank has reached a maximum value of 15,950,312 US

Cooperatives Projects
in USD Thousands

Dollars in 2009, and the minimum expenses value was 3,215,100 US Dollars in 1994.
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Fig. (5.16): Cooperatives Projects Value in West Bank 1994 to 2010

Cooperatives’ Capital

5.6.2.8

Symbolized by the letter K, and classified as for Gaza Strip “KG” and for West Bank
as “KW”. It is a numerical variable with US Dollar unit.
Appendix (16) and figure (5.17) show the capital of cooperatives in Gaza. It reached a
maximum value of 182,723,205 US Dollars in 2010, where the minimum capital was

Cooperatives Projects
in USD Thousands

9,009,183 US Dollars in 1994.
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Fig. (5.17): Cooperatives Capital in Gaza Strip 1994 to 2010
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For the West Bank, Appendix (17) and figure (5.18) shows the capital of cooperatives
in West Bank has reached a maximum value of 825,399,633 US Dollars in 2010, and

Cooperatives Projects
in USD Thousands

the minimum expenses value was 519,683,750 US Dollars in 1994.
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Fig. (5.18): Cooperatives Capital in West Bank 1994 to 2010

5.6.2.9

Economic Stability
Symbolized by the letter S, and classified for Gaza Strip as “SG” and for West Bank
as “SW”. It is a dummy variable taking two numerical values (0) stands for stable
situation and (1) for unstable situation.
Since the economic stability is very related and influenced by the political situation;
so the following obstacles by the Israeli occupation were expressed as unstable
situation;


Intifada



Blockade and Siege



War and continuous assassinations



Curfews and continuous raids



Import and export restrictions



Uprooting trees



Movement restrictions

126

 Gaza Strip Economic Situation
The economic situation was stable in the period 1994-2000, and was unstable for the
period 2001-2010 due to the second Intifada that began at the end of September 2000,
and followed by the Israeli blockade in 2006 and then the “Cast Lead” war in 20082009.

 West Bank Economic Situation
The economic situation was stable in the period 1994-2000, and was unstable for the
period 2001-2004 due to the second Intifada, and then the situation started to be
recovered in 2005 till 2010.

5.7

Econometric Models Estimation

5.7.1 Gaza Strip Model
a) Using EViews program to estimate the econometric model that
illustrates the relationship between Real GDP per capita with seven
independent variables of cooperatives in Gaza Strip with 102
observations, Appendix (3) shows the following:
YG = 1678.86 – 10.66URG-105.35SG-2.54NG-0.09MG565.83EG+0.08IG+0.00024XG+0.00016PG+0.00000073KG


Adj. R2 = 0.62



F – Statistic = 12.96 at 0.000 probability



Probability for NG, EG, IG, PG and KG are not significant at 0.05



Due to insignificant probability of the independent variable, the model
was estimated with fewer variables. Variables are to be tested in order
to reach the most accepted model for the targeted relationship by
excluding the variables that affect the significance of results.
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b) After trials to find the most effective variables that affect the Real
GDP per capita in Gaza Strip with relation to the cooperatives, the
researcher reached to the following model as shown in Appendix (4)
results:

c) YG = 1424.94 – 0.23MG-1798.05EG+0.27IG
Variable
T
Sig
F
F sig
Adj. R2
DW

C

MG

EG

IG

28.79
4.97
3.17
3.17
0.0000 0.0000 0.0010 0.0010
6.93
0.000
0.32
0.813

Using the Durbin Watson (DW) table in Appendix (11) to check for Autocorrelation
problem with the formulated model; we found that with three independent variables
and 102 observations at 0.05 significance, the lower value (DL) is 1.61 and the upper
value (DU) is 1.74. So, following is the testing technique for the Durbin Watson
values:

Since the DW value in the above model is 0.813 and it is less than the DU, so there is
an Autocorrelation problem between the variable.
d) To solve the Autocorrelation problem; the researcher used the first
order Autoregressive model AR(1) to the independent variables at the
EViews before model estimation. This solution lead us to the
following model as shown in Appendix (5) results:
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(YGt - 0.627YGt-1 ) = 1262.422(1 - 0.627) - 0.165(MGt-0.627MGt-1) –
1423.154(EGt-0.627EGt-1) + 0.217(IGt-0.627IGt-1)
Variable

C

MG

EG

IG

AR(1)

T
Sig
F
F sig

11.03
0.0000
13.64
0.000

1.81
0.0372

1.69
0.0465

1.70
0.4590

7.31
0.0000

Adj. R2

0.55

DW

2.03

5.7.2 West Bank Model
a) Using EViews program to estimate the econometric model that
illustrates the relationship between Real GDP per capita with seven
independent variables of cooperatives in West Bank with 102
observations, Appendix (6) shows the following:
YW = 1820.49 - 30.81URW - 48.51SW - 0.56NW + 0.05MW +
4.83EW - 0.0008IW + 0.0000936XW - 0.0000011PW+
0.00000043KW


Adj. R2 = 0.67



F – Statistic = 15.79 at 0.000 probability



Probability for SW, NW, EW, XW, PW and KW are not significant at
0.05



Due to the insignificant probability of the independent variable, the
model is to be estimated with fewer variables. Variables are to be
tested in order to reach the most accepted model for the targeted
relationship by excluding the variables that affect the significance of
results.

b) After trials and tests to find the most effective variables that affect the
Real GDP per capita in West Bank with relation to the cooperatives,
we reached to the following model as shown in Appendix (7) results:
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YW = 1871.80 – 33.39URW + 0.056MW
Coefficient
T
Sig
F
F sig
Adj. R2
DW

C

URW

MW

32.23
0.0000
30.73
0.00
0.67
0.95

13.75
0.0000

7.22
0.0000

Using the Durbin Watson (DW) table in Appendix (11) to check for Autocorrelation
problem with the formulated model; we found that with two independent variables
and 102 observations at 0.05 significance, the lower value (DL) is 1.61 and the upper
value (DU) is 1.74. So, following is the testing technique for the Durbin Watson
values:

Since the DW value in the above model is 0.95 and it is less than the DU, so there is
an Autocorrelation problem between the variable.
d) To solve the Autocorrelation problem; we use the first order Autoregressive
model AR(1) to the independent variables at the EViews before model
estimation. This solution lead us to the following model as shown in
Appendix (8) results:
(YWt - 0.739YWt-1 ) = 1558.915(1 – 0.739) – 23.358(URWt –
0.739URWt-1) + 0.080(MWt – 0.739MWt-1)
Coefficient
T
Sig
F
F sig
Adj. R2
DW

C

URW

MW

AR(1)

10.04
0.0000
44.54
0.00
0.79
1.69

9.43
0.0000

3.58
0.0003

8.23
0.0000
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5.8

Summary Regression Statistics

5.8.1 Gaza Strip Model
(YGt - 0.627YGt-1 ) = 1262.422(1 - 0.627) - 0.165(MGt-0.627MGt-1) – 1423.154(EGt 0.627EGt-1) + 0.217(IGt-0.627IGt-1)
Coefficient
C
11.03
T
0.0000
Sig
13.64
F
Prob (F-Statistics) 0.000
0.55
Adj. R2
2.03
DW

MG

EG

IG

AR(1)

1.81
0.0372

1.69
0.0465

1.70
0.04590

7.31
0.0000

Appendix (5) model estimates the regression of the dependent variable (YG)
and the independent variables (MG, EG, IG). It -with the above summary of
regression statistics- shows that our regression accounts for 55 percent of the variance
in the dependent variable and the estimated standard deviation of the error term is
121. Five other elements, “Sum squared residuals,” “Log likelihood,” “Akaike info
criterion,” “Schwarz criterion,” and “Hannan-Quinn criter.” are used for making
statistical comparisons between two different regressions. This means that they don’t
really help us learn anything about the regression we’re working on; rather, these
statistics are useful for deciding if one model is better than another. For the record,
the sum of squared residuals is used in computing F-tests, the log likelihood is used
for computing likelihood ratio tests and the Akaike and Schwarz criteria are used in
Bayesian model comparison (Startz, 2009, p.14).
The next two numbers, “Mean dependent var” and “S.D. dependent var,”
report the sample mean and standard deviation of the left hand side variable. These
are the same numbers you would get by asking for descriptive statistics on the left
hand side variables, so long as you were using the sample used in the regression. The
standard deviation of the dependent variable (180) is much larger than the standard
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error of the regression (121), so our regression has explained most of the variance in
(YG) — which is exactly the story we got from looking at the R-squared.
R2 (0.59) measures what fraction of the variation in the left hand side variable
is explained by the regression. When we add another independent variable to the
regression, it always rises. The adjusted R2 (0.55), subtracts a small penalty for each
additional variable added.
F-statistic (13.64) and Prob (F-statistic) (0.000000) come as a pair and are
used to test the hypothesis that none of the explanatory variables actually explain
anything. Put more formally, the “F-statistic” computes the standard F-test of the joint
hypothesis that all the coefficients, except the intercept, equal zero. “Prob (Fstatistic)” displays the p- value corresponding to the reported F-statistic.
The last summary statistic is the Durbin-Watson, the classic test statistic for
serial correlation. A Durbin-Watson close to 2.0 is consistent with no auto
correlation, while a number closer to 0 means there probably is serial correlation. The
“DW,” as the statistic is known, of 2.03 in this example is a very strong indicator of
non autocorrelation.
For explanation, the above model was adjusted mathematically to ease the
explanation of the model econometric and economic wise. Then, the final model that
illustrates the relationship between the Real GDP per capita with the cooperatives'
variables in Gaza Strip is:
YGt = 470.883 – 0.165MGt + 0.103MGt-1 – 1423.154EGt + 892.317EGt-1 + 0.217IGt –
0.136IGt-1 + 0.627YGt-1

The value of adjusted R2 is 0.55 means that the independent variables of
cooperative members, employees and income in Gaza Strip that mentioned in this
study could explain 55% of variance in economic development in the Palestinian
Territories.
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Economically, the econometric model analysis shows that the most effective
type of cooperatives which plays stronger role in economic development is the
agricultural cooperatives in Gaza Strip as illustrated in (Appendix 6). Agricultural
production and economic structure are different between Gaza Strip and West Bank.
In Gaza Strip, most of the cultivated area is irrigated. Gaza Strip, however, suffers
from salt water intrusion which makes it difficult and expensive to farm the same land
year-after-year without major improvements and efforts at land reclamation. Gaza
Strip is a highly productive region nonetheless for fruits (almonds, strawberries, and
citrus), and vegetables (tomatoes and potatoes).
Model results did not meet with the hypothesis; this was due to the
cooperatives close link to the economic structure of the community which is
deformed and disordered in Gaza Strip. So, results are counter-productive where the
econometric model shows that there is an inverse relation between the increase in the
number of cooperatives members and the Real GDP per capita.

5.8.1.1

Cooperatives Membership Effect on Real GDP per capita
The final above econometric model tells that in Gaza Strip each increase of
100 members of cooperatives at a certain year leads to a decrease in the Real GDP per
capita of the amount of 16.5 US Dollars at the same year. In which, this result is not
meeting neither the first hypothesis nor the theory that says that the increase in
membership of cooperatives has a positive effect on the economic development in the
developing countries.
Previous studies showed that cooperatives play and effective role in economic
development in the developing countries. But, (Qadous, 2009) in his study
highlighted the weaknesses of cooperative members, as well as the study of
(Mohamed, 2004) showed the weakness of cooperative members to play effective
role in their cooperatives to enhance the economic development of their communities.
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5.8.1.2

Cooperatives Employment Effect on Real GDP per capita
The model also shows that in Gaza Strip each increase of 1 employee of
cooperatives at a certain year leads to a decrease in the Real GDP per capita of the
amount of 1423 US Dollars at the same year. In which, this result is not meeting
neither the second hypothesis nor the theory that says cooperative are considered
efficient tool for job creation and leads to an improvement in the economic
development in the developing countries.
Previous studies showed that cooperatives play an effective role in economic
development in the developing countries. But the study of the (MOL-GDC, 2011),
showed that there are many problems that facing cooperatives. The highlighted one
was about the weak role in employment and also there are many problems regarding
the capabilities of their employees. (Odwan & Nofal, 2010) study also showed the
weakness in cooperatives employee’s skills, especially their fundraising ability in
which threaten the continuity of cooperatives.

5.8.1.3

Cooperatives Employment Income Effect on Real GDP per capita
The model also shows that in Gaza Strip each increase of 1000 US Dollars in
the income of cooperatives employees at a certain year leads to an increase in the
Real GDP per capita of the amount of 217 US Dollars at the same year. In which, this
result is meeting both the third hypothesis and the theory that says cooperative are
lead to an improvement in the economic development in the developing countries.
Previous studies pointed that cooperatives could play considerable role in
economic development in the developing countries. (Neupane, 2006), showed that
cooperatives can increase the economic efficiency and get succeed. Successful
cooperatives can generate higher prospects of employment, economic surplus that
leads to poverty alleviation and contribution to the economic development.
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5.8.2 West Bank Model
(YWt - 0.739YWt-1)= 1558.915(1 – 0.739) – 23.358(URWt –0.739URWt-1) + 0.080(MWt –
0.739MWt-1)
Coefficient
T
Sig
F
Prob (F-Statistics)
Adj. R2
DW

C

URW

MW

AR(1)

10.04
0.0000
44.54
0.00
0.79
1.69

9.43
0.0000

3.58
0.0003

8.23
0.0000

Appendix (8) is the output resulted from using the EViews program to
estimate the model of regression of the dependent variable (YW) and the independent
variables (URW, MW). It -with the above summary of regression statistics- shows
that our regression accounts for 79 percent of the variance in the dependent variable
and the estimated standard deviation of the error term is 91. Five other elements,
“Sum squared residuals,” “Log likelihood,” “Akaike info criterion,” “Schwarz
criterion,” and “Hannan-Quinn criter.” are used for making statistical comparisons
between two different regressions. This means that they don’t really help us learn
anything about the regression we’re working on; rather, these statistics are useful for
deciding if one model is better than another. For the record, the sum of squared
residuals is used in computing F-tests, the log likelihood is used for computing
likelihood ratio tests and the Akaike and Schwarz criteria are used in Bayesian model
comparison (Startz, 2009, p.14).
The next two numbers, “Mean dependent var” and “S.D. dependent var,”
report the sample mean and standard deviation of the left hand side variable. These
are the same numbers you would get by asking for descriptive statistics on the left
hand side variables, so long as you were using the sample used in the regression. The
standard deviation of the dependent variable (197) is much larger than the standard
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error of the regression (91), so our regression has explained most of the variance in
(YW) — which is exactly the story we got from looking at the R-squared.
R2 (0.80) measures what fraction of the variation in the left hand side variable
is explained by the regression. When we add another independent variable to the
regression, it always rises. The adjusted R2 (0.79), subtracts a small penalty for each
additional variable added.
F-statistic (44.5) and Prob (F-statistic) (0.000000) come as a pair and are used
to test the hypothesis that none of the explanatory variables actually explain anything.
Put more formally, the “F-statistic” computes the standard F-test of the joint
hypothesis that all the coefficients, except the intercept, equal zero. “Prob (Fstatistic)” displays the p- value corresponding to the reported F-statistic.
The last summary statistic is the Durbin-Watson, the classic test statistic for
serial correlation. A Durbin-Watson close to 2.0 is consistent with no auto
correlation, while a number closer to 0 means there probably is serial correlation. The
“DW,” as the statistic is known, of 1.69 in this example is a very strong indicator of
non autocorrelation.
For explanation, the above model was adjusted mathematically to ease the
explanation of the model econometric and economic wise. Then, the final model that
illustrates the relationship between the Real GDP per capita with the cooperatives'
variables in the West Bank is:

YWt = 406.877 – 23.358URWt + 17.262URWt-1 + 0.080MWt – 0.059MWt-1 + 0.739YWt-1

The value of adjusted R2 is 0.79 means that the independent variables of
cooperative members and unemployment rate in the West Bank that mentioned in this
study could explain 79% of variance in economic development in the Palestinian
Territories.
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Economically, the econometric model analysis shows that the most effective
type of cooperatives which plays stronger role in economic development is the
Handicraft in the West Bank (Appendix 10). Handicraft cooperatives model shows
stronger effect on economic development in West Bank. This may refer to that fact
that handicrafts industry has been passed down from generation to generation and is
strongly rooted in the Palestinian culture and society, especially in West Bank. For
thousands of years now, pilgrims have been coming to the Holy Land for the vital
religious significance it holds for Christians, Muslims and Jews.
West Bank model results are coincided with the hypothesis that cooperatives
have an important and positive role in the Palestinian economy since the economic
structure is more organized than in Gaza Strip. Results proved the existence of a close
positive relation between the increases in the number of cooperatives members and
between the increases in Real GDP per capita.

5.8.2.1

Unemployment Rate Effect on Real GDP per capita
The final above econometric model tells that in the West Bank each decrease
of 1% of the unemployment rate at a certain year leads to an increase in the Real GDP
per capita of the amount of 23.36 US Dollars at the same year. In which, this result is
meeting the hypothesis of this research and all the economic theories that say the
efforts of reducing unemployment leads to improvement in the economic
development. Cooperatives in this regard, are the economic tool used to decrease the
unemployment rate as they are creating jobs.
(Bundu, 1997) pointed that cooperatives could play considerable role in
economic development in the developing countries since they reduce the
unemployment rate. Also, (Zaghmouri, 1991) emphasized the central role played by
cooperatives in the economic and social development at both the individual and the
community level.
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5.8.2.2

Cooperatives Membership Effect on Real GDP per capita
The model also shoes that in the West Bank each increase of 100 members of
cooperatives at a certain year leads to an increase in the Real GDP per capita of the
amount of 8 US Dollars at the same year. In which, this result is meeting the first
hypothesis and the theory that says that the increase in membership of cooperatives
has a positive effect on the economic development in the developing countries.
Previous studies showed that cooperatives play and effective role in economic
development in the developing countries. But, (Qadous, 2009) in his study
highlighted the weaknesses of cooperative members, as well as the study of
(Mohamed, 2004) showed the weakness of cooperative members to play effective
role in their cooperatives to enhance the economic development of their communities.

138

Chapter Six

Conclusions & Recommendations

6.1

Conclusions

6.2

Recommendations

6.3

Suggestions for Future Studies

139

6.1

Conclusions
During the study period 1994 to 2010, there was a significant increase in the number of

cooperatives and accordingly resulted an increase in the number of cooperative members.
This increase is not a good indicator for the developmental role played by cooperatives, but
rather is only a statistical correlation.
In Gaza Strip, the majority of the cooperatives are housing cooperatives; they represent a
rate of 77.5% of Gaza Strip cooperatives. This demonstrates that cooperatives in Gaza Strip
do not play the required developmental role which has a contribution to the productive
sectors such as agricultural, handicraft and industrial cooperatives, and so for other types of
cooperatives that have a contribution to the Real GDP.
On the other hand, in the West Bank, it appears that the greatest number of cooperatives
were agricultural, where they accounted for 43% of all cooperatives in the West Bank. This
is an interpretation that a large proportion of cooperatives in the West Bank are in an
important and productive sector, which has a clear contribution to the Real GDP per capita.
The equations of the econometric model analysis shows that the most effective type of
cooperatives which plays stronger role in economic development is the agricultural in Gaza
Strip (Appendix 6) and the Handicraft in the West Bank (Appendix 10).
Agricultural production and economic structure are different between the West Bank and
Gaza Strip. In the West Bank, most of the cultivated area is rain-fed (not irrigated). The most
valuable products of agriculture are olives, grapes, melons, figs, plums, and a variety of
vegetables. But in Gaza Strip, most of the cultivated area is irrigated. Gaza Strip, however,
suffers from salt water intrusion which makes it difficult and expensive to farm the same land
year-after-year without major improvements and efforts at land reclamation. Gaza Strip is a
highly productive region for fruits (almonds, strawberries, and citrus), and vegetables
(tomatoes and potatoes). Because of these differences in agriculture of West Bank and Gaza
Strip, the nature and types of farmer cooperatives also differ.
For the West Bank, the Handicraft cooperatives model shows stronger effect on
economic development. This may refer to that fact that handicrafts industry has been passed
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down from generation to generation and is strongly rooted in the Palestinian culture and
society. For thousands of years now, pilgrims have been coming to the Holy Land because of
the vital religious significance it holds for Christians, Muslims and Jews. The carving of
olive wood into religious objects has been a central part of these traditions for centuries. It
has become a vital part of our identity and of our artistic self-expression.
Results also show that cooperatives in the Gaza Strip are not organized well and
dispersed as they do not contribute to production. On the other hand, in the West Bank they
are more organized, where they are monitored by the government more than it is in Gaza
Strip. With reference to the different cooperation law applicable in Gaza Strip than in the
West Bank, where the cooperation law is considered as the governor and the ruling of the
administrative and legal systems of all acts of cooperatives and thus the results are different
due to this difference.
In Gaza Strip, results did not meet with the hypothesis; this is due to the cooperatives
close link to the economic structure of the community. In Gaza Strip; where there is a
deformed and disordered economic structure so the results are counter-productive. Where the
econometric model shows that there is an inverse relation between the increase in the number
of cooperatives members and the Real GDP per capita, and on the contrary in the West Bank
results coincided with the hypothesis that cooperatives have an important and positive role in
the Palestinian economy since the economic structure is more organized than in Gaza Strip.
Results proved the existence of a close positive relation between the increase in the number
of cooperatives members and between the increase in Real GDP per capita.
What is evident from the theoretical part and the previous studies is that cooperatives
existence and activities can assist in the improvement of socio-economic conditions as well
as economic development among poor communities, particularly those in rural areas and
developing countries.
Despite the contributions of cooperatives to economic development in the Palestinian
Territories, they are not adequately linked to the development planning process. In most of
the developing countries, cooperative were not considered as an economic tool that enhance
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the economic sectors in the communities. Recently, it became a fact that cooperative sector is
considered the state third sector preceded by governmental and private sectors.
The importance of cooperatives for economic development in the Palestinian Territories
has been recognized by the governments of Palestine. As a result, the Government has been
committed to the promotion of cooperative development through its cooperative support
institutions, such as the General Directorate of Cooperation (GDC). These efforts have seen a
steady increase in the number of cooperatives in the Palestinian Territories –especially in the
West Bank- in the recent years. However, the level of support has been inadequate as
demonstrated by the effort to increase the number of primary cooperatives and unions
without giving due attention to improving their functionality and technical viability.
Cooperatives and government should not only focus on increasing the number of
cooperatives and members, but should also give due attention to enhancing cooperative
functionality and technical viability. Coordination among stakeholders involved in
cooperative promotion is necessary. The capacity to do this should be strengthened across the
government and the cooperative unions. Involvement of cooperatives in new product
processing and marketing lines should be encouraged. This will enable them to be more
active in the value chain and increase their market shares and surplus margins.
The findings of this study suggest that cooperatives may indeed play a vital role in the
economic development of the Palestinian Territories communities. Cooperatives create selfemployment and sometimes also temporary employment. Cooperatives contribute to
household livelihoods by providing some income and food for the families.
On the other hand, the research has drawn attention to the fact that the impact of the
performed projects by cooperatives is low. There are many reasons for the failure of the
cooperatives, but one of the contributing factors is the lack of a coordinated approach by the
government and private sector to not only funds the cooperatives, but to provide business
skills training, market research and product development.
Despite the role that cooperatives play in the developing countries, and so in the
Palestinian Territories, cooperatives still experience a number of challenges. The crucial
challengers are exogenous due to the Israeli obstacles. These challenges are, amongst others,
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lack of knowledge about the cooperative, lack of access to finance, lack of access to markets,
lack of business skills and lack of infrastructural facilities.
The scope of this study was relatively large (662 cooperatives located in the Palestinian
Territories) and the results therefore are based on particular defined study area. The results
show that cooperatives may impact positively on the economic development conditions in
Palestinian Territories. These results further show that with governments’ commitment to
working with cooperatives, they can yield greater returns for the people. Currently Real GDP
figures do not show contribution by cooperatives 16, but with more coordinated and targeted
support, cooperatives may in time make a greater distribution to both their immediate areas
and the economy of the country. Some of the contributions that cooperatives can make are
employment creation, income generation, Real GDP growth figures as well as better socioeconomic living conditions.
Cooperatives, in order to reach their objectives to advance economic development in the
rural areas, cooperatives may, however, need targeted intervention from the Government.
Currently, as the study showed, government programs are uncoordinated and assistance to
cooperatives consists almost entirely of grant funding. This diminishes the true objectives of
cooperatives and encourages dependency on foreign donor funding for their survival.
Targeted intervention may include strict laws for preventing imports of Israeli goods, and
support from government to create captive markets through preferential tendering until
cooperatives are able to provide employment and create sustainable incomes through the
consistent production of goods, which, over time, will assist cooperatives to move away from
dependency.
Some officials17 with good experience with cooperation had shown a pessimistic look to
cooperatives. Discussion with them reveal that a large part of the cooperatives have been
established just to obtain credit facilities. It must be mentioned that a majority of people have
neither the skills nor the tendency to be entrepreneurs, so credit cannot change them to a
16
17

There is not any official statistics show the contribution of Cooperatives in GDP in the Palestinian Territories.
Phone Interviews with
- Mr. Jihad Al Shrouf; GDC Legal Officer in Ramallah.
- Mrs. Maha Al Balaawy; Acting Manager of Al Tawfeeq Cooperative for fishers in Gaza Strip.
- Mr. Osama Al Kafarna; Accountant at Cooperative Society for Credit and Saving in Gaza Strip.
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successful managers. Many cooperatives never start any significant economic activity,
despite of receiving loans, or they have to shut down their activities very soon. The
remaining part is consisted of small private firms which are registered as cooperatives either
to enjoy governmental financial supports or to benefit from tax exemption or both. These
companies in many cases are managed by male owners who introduce their female relatives
and friends as the members of cooperatives.
The study shows a massive increase in the number of housing cooperatives in Gaza Strip
in 2010, which was not good indication for a real development in the cooperation sector. A
critical mass of local knowledge and experience with cooperatives is needed to successfully
create new cooperatives. This not only includes community awareness of the potential of
cooperatives, but it extends to the presence in the community of professionals such as
attorneys and accountants who are familiar with cooperatives. However, it should be
recognized that a top-down approach to cooperative development is difficult to implement
successfully. The creation of a cooperative was artificial and ceased functioning fairly
quickly. Cooperatives work best when they are the idea of future members.
Finally, the cooperative model is still largely unknown and often misunderstood. It
suffers from a lack of familiarity and from its strong association with agriculture and smallscale consumer services with the Israeli obstacles against its growth and development. Even
in communities where cooperatives provide important services, often there is little awareness
about the cooperative model in general or even knowledge that local firms have a cooperative
structure. Clearly, more education on the cooperative model is necessary in developing
countries. Related to this issue is the difficulty some of the innovative cooperatives had in
gaining access to services (e.g., credit, technical assistance, etc.) that are more readily
available to main-stream cooperatives. If the cooperative sector wants to expand its
membership and want to play its fair role in economic development it will have to find ways
to be more open to cooperatives that do not fit the standard models.
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6.2

Recommendations
In general, efforts should be consolidated to support cooperatives in the Palestinian

Territories since they suffer from many endogenous weaknesses and exogenous obstacles.
An in-depth study to understand the contributions of the different stakeholders and the
economic and social contribution of cooperatives is necessary. Also, extra efforts should be
made to establish and strengthen cooperatives with priority given to cooperatives that can
engage in value addition to production and provision of services to the community.
Moreover, many cooperatives are usually managed by cooperative management
committees that lack modern cooperative management skills 18. It is, therefore, important to
build the capacity of cooperative management committees and their staff. Moreover,
awareness creation for policy makers and officers of government cooperative institutions at
different levels should be given emphasis so as to effectively promote and develop
cooperatives.
Partnership among higher institutions involved in teaching cooperative issues and
cooperatives should be established and strengthened to overcome the human resources
limitations. Universities and colleges should also be involved in applied cooperative
development research, in order to find innovative ways of enhancing cooperative
functioning. Cooperative financial and physical data management system should be
improved. A cooperative database should also be established and regularly updated to
include newly registered cooperatives and deletion of deregistered cooperatives.
Emphasis should be given to promote participation of the youth graduates and women in
the cooperative movement. The participation of women and youth graduates can be increased
through awareness creation programs. This also will assist as an efficient instrument to
eradicate poverty through job creation and income generation projects.
The following directed recommendations were originated in the light of the findings of
this study:

18

An interview with Mr. Saeid Al Imawy; Deputy General Manager of GDC - Gaza
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6.2.1 Recommendations to the Government


The Palestinian Government should stimulate and encourage the establishment of
economic projects designed for cooperatives or in partnership with other
institutions to maintain its sustainability.



It needs to take some actions to allow cooperatives to market their products as
proper, as promoting the national product and boycotting the Israeli products.



There must be one modified cooperatives law applied in both the West Bank and
Gaza Strip. With a recognition the unique nature of West Bank and Gaza Strip.



Government should review and amend if necessary the cooperation strategy in
line with the law and principles of cooperative action for helping cooperative
sectors, as part of their wider poverty reduction strategies, while making sure they
do not jeopardize cooperative autonomy.



The cooperation department GDC should provide cooperatives with financial and
managerial consultancies to improve their performance.



It should carefully monitor and evaluate the cooperatives that receive government
aid to ensure that the aid is effectively applied and that governmental money is
not wasted.



There is a need for cooperative data base in a specialized website that provides
information and also data to be made available in the form of basic statistics on
the cooperative sector, such as cooperative contribution to Real GDP per capita.



Governments should take the opportunity to examine the role of housing
cooperatives in their developmental and urban policies.



The study recommended also, that the government should give cooperatives more
economical and organizational freedoms to make them less dependent on the
central cooperatives, especially in obtaining and distributing the production
inputs.
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6.2.2 Recommendations to the Cooperatives


There is an importance of disseminating cooperative awareness and understanding
among the society, with more awareness programs and community participation.



Membership of cooperatives to be increased through careful programs of
awareness regarding the importance of cooperatives for communities of the
developing countries.



Cooperatives members require training courses in how to promote cooperation
thinking to enhance the role of cooperatives through innovations and creative
projects.



Cooperatives’ projects should be based on a real “need assessment” of
cooperatives according to the community needs to target the areas of weakness in
order to empower it and to participate is its development.



To establish a Cooperative Bank to provide loans necessary for agricultural
cooperatives with suitable interests and consequently overcoming the problem of
the budget deficit that is persisting in most of the Palestinian cooperatives.



Allowing the agricultural cooperatives to contract directly with the local
agricultural factories that produce production requirements to enable it to
competing foreign products.



Cooperatives must create a web of knowledge and support for cooperatives,
provides and lists some of the issues a cooperative may need to thrive and grow.

 Cooperative members should be practical and approach the sources of information
on the government agencies, CBOs and NGOs that can assist in providing the
cooperatives with non-financial training and support, which may include
feasibility studies, market research and product development that are required to
strengthen viable business plans.
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6.2.3 Recommendations to the Education Institutions


There is a need for a public awareness campaign to make people more aware of
the potential of cooperatives and for their current contribution both in social and
economic terms, and for the including of cooperative studies in the school and
university curriculum.



Universities, Colleges and also schools should carry out necessary chapters,
studies and researches about the importance of cooperatives and to highlight
models of successful stories such as Rochdale Pioneers.



There is a need to encourage cooperative thinking in the Palestinian curriculum so
that it becomes part of mainstream culture and cultural heritage, and to spread the
cooperative awareness in a systematic process starts at the family, school and last
till the university.



Universities should encourage scientific researches and studies on cooperation
importance and how to enhance it socially, economically and politically.



The need to cooperate with the cooperatives in all sectors (agricultural, handicraft,
service, housing, education, electricity, health, etc. ....) and take advantage of all
of its products and services as a form of encouragement and promotion.



To develop programs and projects to serve the graduates with coordination and
cooperation with the cooperatives in order to provide financial assistance to
students and graduates of universities and other education institutes, such as loans
for small business and savings and other types of services.

148

6.3

Suggestions for Future Studies


The Contribution of Cooperatives in Gross Domestic Product of the Palestinian
Territories.



The Role of Cooperatives in Job Creation for Graduates in the Palestinian
Territories.



The Impact of International Aid Submitted to the Palestinian Cooperatives.



The Effect of Unifying the Palestinian Legislations and Laws on Cooperatives
Development.



The Role of the Palestinian Governmental Aid in enhancing cooperative sector.
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Appendix (1)
Gaza Strip Data Descriptive Analysis

YG

URG

NG

MG

EG

IG

XG

PG

KG

Mean
Median
Maximum
Minimum
Std. Dev.
Skewness
Kurtosis

1092.282
1103.100
1336.000
786.8000
184.5195
-0.234885
1.662708

30.43291
30.30000
40.60000
16.90000
6.922589
-0.458855
2.189940

7.598039
2.000000
80.00000
0.000000
12.80104
2.921572
13.59180

1416.824
850.0000
6905.000
0.000000
1898.989
1.711181
4.611911

11.69608
3.500000
62.00000
0.000000
17.05773
1.644960
4.731650

76974.51
22333.33
409200.0
0.000000
112641.2
1.648162
4.734545

137827.1
14975.00
1758891.
0.000000
310460.5
3.293676
14.24326

149093.7
10700.00
1737908.
0.000000
271126.7
3.009983
14.89480

18681272
327848.5
1.79E+08
0.000000
43871222
2.231062
6.589161

Jarque-Bera
Probability

8.538395
0.013993

6.368158
0.041416

621.8964
0.000000

60.82099
0.000000

58.74431
0.000000

58.96620
0.000000

721.6672
0.000000

755.3361
0.000000

139.3687
0.000000

Sum

111412.8

3104.156

775.0000

144516.0

1193.000

7851400.

14058366

15207556

1.91E+09

Sum Sq. Dev.

3438794.

4840.146

16550.52

3.64E+08

29387.58

1.28E+12

9.73E+12

7.42E+12

1.94E+17

Observations

102

102

102

102

102

102

102

102

102

Cross sections

6

6

6

6

6

6

6

6

6
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Appendix (2)
West Bank Data Descriptive Analysis

YW

URW

NW

MW

EW

IW

XW

PW

KW

Mean
Median
Maximum
Minimum
Std. Dev.
Skewness
Kurtosis

1571.865
1482.700
1924.600
1223.500
192.8004
0.245915
2.214314

18.36117
18.80000
28.20000
9.500000
4.575788
-0.062843
2.864833

63.00980
17.50000
217.0000
4.000000
71.54068
0.823306
1.973420

5595.059
4215.000
17479.00
354.0000
5057.669
0.697231
2.225088

146.3529
40.00000
927.0000
0.000000
243.9205
2.008568
5.733107

941110.1
270000.0
6120000.
0.000000
1620589.
2.006221
5.719595

985896.3
367183.3
6217312.
0.000000
1605993.
2.010111
5.849595

1279425.
364600.0
10462187
0.000000
2002475.
2.274708
8.050016

1.24E+08
2002924.
8.09E+08
112000.0
2.76E+08
1.853530
4.523331

Jarque-Bera
Probability

3.651596
0.161089

0.144785
0.930166

16.00210
0.000335

10.81630
0.004480

100.3308
0.000000

99.85750
0.000000

103.2001
0.000000

196.3494
0.000000

68.26703
0.000000

Sum
Sum Sq. Dev.

160330.2
3754371.

1872.839
2114.721

6427.000
516925.0

570696.0
2.58E+09

14928.00
6009219.

95993233
2.65E+14

1.01E+08
2.61E+14

1.31E+08
4.05E+14

1.26E+10
7.71E+18

Observations

102

102

102

102

102

102

102

102

102

Cross sections

6

6

6

6

6

6

6

6

6
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Appendix (3)
Gaza Strip Model Estimation - EViews Output 1

Dependent Variable: YG
Method: Pooled Least Squares
Date: 05/03/12 Time: 12:18
Sample: 1994 2010
Included observations: 17
Cross-sections included: 6
Total pool (balanced) observations: 102
Variable

Coefficient

Std. Error

t-Statistic

C
URG
SG
NG
MG
EG
IG
XG
PG
KG
Fixed Effects (Cross)
_AG--C
_HS--C
_SR--C
_CR--C
_CS--C
_HC--C

1678.860
-10.66023
-105.3517
-2.548024
-0.093597
-565.8300
0.084431
0.000238
0.000163
7.31E-07

83.12595
2.607418
39.58133
3.773110
0.046272
448.5702
0.067957
9.63E-05
0.000100
1.77E-06

20.19658
-4.088425
-2.661650
-0.675311
-2.022760
-1.261408
1.242431
2.468263
1.629247
0.413470

Prob.
0.0000
0.0001
0.0093
0.5013
0.0462
0.2105
0.2174
0.0155
0.1069
0.6803

482.5365
-108.8557
-200.1839
-143.1071
-52.11970
21.72986
Effects Specification

Cross-section fixed (dummy variables)
R-squared
Adjusted R-squared
S.E. of regression
Sum squared resid
Log likelihood
F-statistic
Prob(F-statistic)

0.675987
0.623847
113.1683
1114214.
-618.9648
12.96484
0.000000

Mean dependent var
S.D. dependent var
Akaike info criterion
Schwarz criterion
Hannan-Quinn criter.
Durbin-Watson stat
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1092.282
184.5195
12.43068
12.81671
12.58700
1.308530

Appendix (4)
Gaza Strip Model Estimation - EViews Output 2

Dependent Variable: YG
Method: Pooled Least Squares
Date: 05/02/12 Time: 12:31
Sample: 1994 2010
Included observations: 17
Cross-sections included: 6
Total pool (balanced) observations: 102
Variable

Coefficient

Std. Error

t-Statistic

Prob.

C
MG
EG
IG
Fixed Effects (Cross)
_AG--C
_HS--C
_SR--C
_CR--C
_CS--C
_HC--C

1424.942
-0.233125
-1798.046
0.273178

49.47934
0.046916
567.7121
0.086041

28.79872
-4.968965
-3.167179
3.174985

0.0000
0.0000
0.0021
0.0020

701.6167
-57.44847
-332.6593
-194.0322
-359.4177
241.9411
Effects Specification

Cross-section fixed (dummy variables)
R-squared
Adjusted R-squared
S.E. of regression
Sum squared resid
Log likelihood
F-statistic
Prob(F-statistic)

0.373430
0.319531
152.2112
2154646.
-652.5981
6.928385
0.000000

Mean dependent var
S.D. dependent var
Akaike info criterion
Schwarz criterion
Hannan-Quinn criter.
Durbin-Watson stat
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1092.282
184.5195
12.97251
13.20413
13.06630
0.813105

Appendix (5)
Gaza Strip Model Estimation - EViews Output 3

Dependent Variable: YG
Method: Pooled Least Squares
Date: 05/02/12 Time: 12:37
Sample (adjusted): 1995 2010
Included observations: 16 after adjustments
Cross-sections included: 6
Total pool (balanced) observations: 96
Convergence achieved after 13 iterations
Variable

Coefficient

Std. Error

t-Statistic

Prob.

C
MG
EG
IG
AR(1)
Fixed Effects (Cross)
_AG--C
_HS--C
_SR--C
_CR--C
_CS--C
_HC--C

1262.422
-0.164920
-1423.154
0.216567
0.627452

114.4451
0.091339
838.0876
0.127031
0.085829

11.03081
-1.805590
-1.698097
1.704831
7.310483

0.0000
0.0745
0.0931
0.0918
0.0000

413.8001
4.661403
-232.2442
-99.26236
-310.3586
223.4036
Effects Specification

Cross-section fixed (dummy variables)
R-squared
Adjusted R-squared
S.E. of regression
Sum squared resid
Log likelihood
F-statistic
Prob(F-statistic)

0.588111
0.545006
121.5928
1271494.
-591.8031
13.64379
0.000000

Mean dependent var
S.D. dependent var
Akaike info criterion
Schwarz criterion
Hannan-Quinn criter.
Durbin-Watson stat
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1077.600
180.2624
12.53756
12.80468
12.64554
2.030510

Appendix (6)
Gaza Strip Model Estimation Equations

Estimation Command:
=====================
LS(CX=F) YG? MG? EG? IG?
Estimation Equations:
=====================
YG_AG = C(5) + C(1) + C(2)*MG_AG + C(3)*EG_AG + C(4)*IG_AG
YG_HS = C(6) + C(1) + C(2)*MG_HS + C(3)*EG_HS + C(4)*IG_HS
YG_SR = C(7) + C(1) + C(2)*MG_SR + C(3)*EG_SR + C(4)*IG_SR
YG_CR = C(8) + C(1) + C(2)*MG_CR + C(3)*EG_CR + C(4)*IG_CR
YG_CS = C(9) + C(1) + C(2)*MG_CS + C(3)*EG_CS + C(4)*IG_CS
YG_HC = C(10) + C(1) + C(2)*MG_HC + C(3)*EG_HC + C(4)*IG_HC
Substituted Coefficients:
=====================
YG_AG = 701.616681713 + 1424.9416575 - 0.233124932459*MG_AG - 1798.04620504*EG_AG +
0.273177797117*IG_AG
YG_HS = -57.4484651757 + 1424.9416575 - 0.233124932459*MG_HS - 1798.04620504*EG_HS +
0.273177797117*IG_HS
YG_SR = -332.659304559 + 1424.9416575 - 0.233124932459*MG_SR - 1798.04620504*EG_SR +
0.273177797117*IG_SR
YG_CR = -194.032249134 + 1424.9416575 - 0.233124932459*MG_CR - 1798.04620504*EG_CR +
0.273177797117*IG_CR
YG_CS = -359.417720488 + 1424.9416575 - 0.233124932459*MG_CS - 1798.04620504*EG_CS +
0.273177797117*IG_CS
YG_HC = 241.941057644 + 1424.9416575 - 0.233124932459*MG_HC - 1798.04620504*EG_HC +
0.273177797117*IG_HC
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Appendix (7)
West Bank Model Estimation - EViews Output 1

Dependent Variable: YW
Method: Pooled Least Squares
Date: 05/03/12 Time: 12:20
Sample: 1994 2010
Included observations: 17
Cross-sections included: 6
Total pool (balanced) observations: 102
Variable

Coefficient

Std. Error

t-Statistic

C
URW
SW
NW
MW
EW
IW
XW
PW
KW
Fixed Effects (Cross)
_AG--C
_HS--C
_SR--C
_CR--C
_CS--C
_HC--C

1820.495
-30.81266
-48.51093
-0.560442
0.048456
4.831882
-0.000806
9.36E-05
-1.11E-06
4.33E-07

71.19596
3.641102
41.26888
4.019955
0.012958
2.928237
0.000420
0.000140
1.93E-05
1.01E-06

25.57021
-8.462454
-1.175484
-0.139415
3.739589
1.650099
-1.919603
0.668608
-0.057359
0.429063

Prob.
0.0000
0.0000
0.2430
0.8894
0.0003
0.1025
0.0582
0.5055
0.9544
0.6689

-339.8708
-372.3626
74.57227
193.0618
162.8391
281.7601
Effects Specification

Cross-section fixed (dummy variables)
R-squared
Adjusted R-squared
S.E. of regression
Sum squared resid
Log likelihood
F-statistic
Prob(F-statistic)

0.717629
0.672190
110.3873
1060126.
-616.4269
15.79322
0.000000

Mean dependent var
S.D. dependent var
Akaike info criterion
Schwarz criterion
Hannan-Quinn criter.
Durbin-Watson stat
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1571.865
192.8004
12.38092
12.76695
12.53724
1.053300

Appendix (8)
West Bank Model Estimation - EViews Output 2

Dependent Variable: YW
Method: Pooled Least Squares Date:
05/03/12 Time: 12:29
Sample: 1994 2010
Included observations: 17
Cross-sections included: 6
Total pool (balanced) observations: 102
Variable

Coefficient

Std. Error

t-Statistic

Prob.

C
1871.802
URW
-33.38655
MW
0.055956
Fixed Effects (Cross)
_AG--C
-476.8241
_HS--C
-228.8048
_SR--C
76.04806
_CR--C
259.8248
_CS--C
94.56300
_HC--C
275.1930

58.07630
2.427612
0.007754

32.23005
-13.75284
7.216026

0.0000
0.0000
0.0000

Effects Specification
Cross-section fixed (dummy variables)
R-squared
Adjusted R-squared
S.E. of regression
Sum squared resid
Log likelihood
F-statistic
Prob(F-statistic)

0.695866
0.673218
110.2140
1141831.
-620.2134
30.72494
0.000000

Mean dependent var
S.D. dependent var
Akaike info criterion
Schwarz criterion
Hannan-Quinn criter.
Durbin-Watson stat
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1571.865
192.8004
12.31791
12.52379
12.40128
0.953232

Appendix (9)
West Bank Model Estimation - EViews Output 3

Dependent Variable: YW
Method: Pooled Least Squares Date:
05/03/12 Time: 12:31
Sample (adjusted): 1995 2010
Included observations: 16 after adjustments
Cross-sections included: 6
Total pool (balanced) observations: 96
Convergence achieved after 15 iterations
Variable

Coefficient

Std. Error

t-Statistic

Prob.

C
1558.915
URW
-23.35860
MW
0.080371
AR(1)
0.739514
Fixed Effects (Cross)
_AG--C
-729.9746
_HS--C
-325.2179
_SR--C
73.07459
_CR--C
415.3898
_CS--C
117.7781
_HC--C
448.9500

155.3122
2.475555
0.022436
0.089847

10.03730
-9.435701
3.582267
8.230857

0.0000
0.0000
0.0006
0.0000

Effects Specification
Cross-section fixed (dummy variables)
R-squared
Adjusted R-squared
S.E. of regression
Sum squared resid
Log likelihood
F-statistic
Prob(F-statistic)

0.803745
0.785698
91.28421
724954.3
-564.8349
44.53754
0.000000

Mean dependent var
S.D. dependent var
Akaike info criterion
Schwarz criterion
Hannan-Quinn criter.
Durbin-Watson stat
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1577.950
197.1891
11.95489
12.19530
12.05207
1.688691

Appendix (10)
West Bank Model Estimation Equations
Estimation Command:
=====================
LS(CX=F) YW? URW? MW?
Estimation Equations:
=====================
YW_AG = C(4) + C(1) + C(2)*URW_AG + C(3)*MW_AG
YW_HS = C(5) + C(1) + C(2)*URW_HS + C(3)*MW_HS
YW_SR = C(6) + C(1) + C(2)*URW_SR + C(3)*MW_SR
YW_CR = C(7) + C(1) + C(2)*URW_CR + C(3)*MW_CR
YW_CS = C(8) + C(1) + C(2)*URW_CS + C(3)*MW_CS
YW_HC = C(9) + C(1) + C(2)*URW_HC + C(3)*MW_HC
Substituted Coefficients:
=====================
YW_AG = -476.824076913 + 1871.80227859 - 33.3865460488*URW_AG + 0.0559562388095*MW_AG
YW_HS = -228.804817141 + 1871.80227859 - 33.3865460488*URW_HS + 0.0559562388095*MW_HS
YW_SR = 76.0480634368 + 1871.80227859 - 33.3865460488*URW_SR + 0.0559562388095*MW_SR
YW_CR = 259.824809405 + 1871.80227859 - 33.3865460488*URW_CR + 0.0559562388095*MW_CR
YW_CS = 94.5629953958 + 1871.80227859 - 33.3865460488*URW_CS + 0.0559562388095*MW_CS
YW_HC = 275.193025816 + 1871.80227859 - 33.3865460488*URW_HC + 0.0559562388095*MW_HC
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Appendix (11)
Durbin Watson Table
@ 5% Significance
K=1
n
15
16
17
18
19
20
21
22
23
24
25
31
32
33
34
35
36
37
38
39
40
45
50
55
60
65
70
75
80
85
90
95
100
150
200

DL
1,08
1,10
1,13
1,16
1,18
1,20
1,22
1,24
1,26
1,27
1,29
1,36
1,37
1,38
1,39
1,40
1,41
1,42
1,43
1,43
1,44
1,48
1,50
1,53
1,55
1,57
1,58
1,60
1,61
1,62
1,63
1,64
1,65
1,72
1,73

DU
1,36
1,37
1,38
1,39
1,40
1,41
1,42
1,43
1,44
1,45
1,45
1,50
1,50
1,51
1,51
1,52
1,52
1,53
1,54
1,54
1,54
1,57
1,59
1,60
1,62
1,63
1,64
1,65
1,66
1,67
1,68
1,69
1,69
1,75
1,78

K=2
DL
0,95
0,98
1,02
1,05
1,08
1,10
1,13
1,15
1,17
1,19
1,21
1,30
1,31
1,32
1,33
1,34
1,35
1,36
1,37
1,38
1,39
1,43
1,46
1,49
1,51
1,54
1,55
1,57
1,59
1,60
1,61
1,62
1,63
1,71
1,75

DU
1,54
1,54
1,54
1,53
1,53
1,54
1,54
1,54
1,54
1,55
1,55
1,57
1,57
1,58
1,58
1,58
1,59
1,59
1,59
1,60
1,60
1,62
1,63
1,64
1,65
1,66
1,67
1,68
1,69
1,70
1,70
1,71
1,72
1,76
1,79

K=3
DL
0,82
0,86
0,90
0,93
0,97
1,00
1,03
1,05
1,08
1,10
1,12
1,23
1,24
1,26
1,27
1,28
1,29
1,31
1,32
1,33
1,34
1,38
1,42
1,45
1,48
1,50
1,52
1,54
1,56
1,57
1,59
1,60
1,61
1,69
1,73

DU
1,75
1,73
1,71
1,69
1,68
1,68
1,67
1,66
1,66
1,66
1,66
1,65
1,65
1,65
1,65
1,65
1,65
1,66
1,66
1,66
1,66
1,67
1,67
1,68
1,69
1,70
1,70
1,71
1,72
1,72
1,73
1,73
1,74
1,77
1,80

K=4
DL
0,69
0,74
0,78
0,82
0,86
0,90
0,93
0,96
0,99
1,01
1,04
1,16
1,18
1,19
1,21
1,22
1,24
1,25
1,26
1,27
1,29
1,34
1,38
1,41
1,44
1,47
1,49
1,51
1,53
1,55
1,57
1,58
1,59
1,68
1,73

n = Number of Observations
k =Number of Variables, excluding the intercept
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DU
1,97
1,93
1,90
1,87
1,85
1,83
1,81
1,80
1,79
1,78
1,77
1,74
1,73
1,73
1,73
1,73
1,73
1,72
1,72
1,72
1,72
1,72
1,72
1,72
1,73
1,73
1,74
1,74
1,74
1,75
1,75
1,75
1,76
1,79
1,81

K=5
DL
0,56
0,62
0,67
0,71
0,75
0,79
0,83
0,86
0,90
0,93
0,95
1,09
1,11
1,13
1,15
1,16
1,18
1,19
1,21
1,22
1,23
1,29
1,34
1,38
1,41
1,44
1,46
1,49
1,51
1,52
1,54
1,56
1,57
1,66
1,72

DU
2,21
2,15
2,10
2,06
2,02
1,99
1,96
1,94
1,92
1,90
1,89
1,83
1,82
1,81
1,81
1,80
1,80
1,80
1,79
1,79
1,79
1,78
1,77
1,77
1,77
1,77
1,77
1,77
1,77
1,77
1,78
1,78
1,78
1,80
1,82

K=6
DL
0,45
0,50
0,55
0,60
0,65
0,69
0,73
0,77
0,80
0,84
0,87
1,02
1,04
1,06
1,08
1,10
1,11
1,13
1,15
1,16
1,17
1,24
1,29
1,33
1,37
1,40
1,43
1,46
1,48
1,50
1,52
1,54
1,55
1,65
1,71

DU
2,47
2,40
2,32
2,26
2,21
2,16
2,12
2,09
2,06
2,03
2,01
1,92
1,91
1,90
1,89
1,88
1,88
1,87
1,86
1,86
1,85
1,84
1,82
1,81
1,81
1,80
1,80
1,80
1,80
1,80
1,80
1,80
1,80
1,82
1,83

K=7
DL
0,34
0,40
0,45
0,50
0,46
0,60
0,64
0,68
0,71
0,75
0,78
0,95
0,97
0,99
1,01
1,03
1,05
1,07
1,09
1,10
1,12
1,19
1,25
1,29
1,33
1,37
1,40
1,43
1,45
1,47
1,49
1,51
1,53
1,64
1,70

DU
2,73
2,62
2,54
2,46
2,40
2,34
2,29
2,25
2,21
2,17
2,14
2,02
2,00
1,99
1,98
1,97
1,96
1,95
1,94
1,93
1,92
1,90
1,87
1,86
1,85
1,84
1,84
1,83
1,83
1,83
1,83
1,83
1,83
1,83
1,84

Appendix (12)
Number of Cooperatives and Membership in Gaza Strip
from 1994 to 2010

Year

Ng

Mg

1994

14

5,172

1995

29

6,151

1996

29

6,408

1997

29

6,550

1998

30

6,818

1999

31

6,935

2000

31

7,016

2001

35

7,564

2002

35

7,780

2003

38

8,365

2004

44

9,173

2005

56

10,149

2006

65

10,597

2007

67

11,014

2008

69

11,252

2009

70

11,649

2010

103

11,923
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Appendix (13)
Number of Cooperatives and Membership in West Bank
from 1994 to 2010

Year

Nw

Mw

1994

276

21,986

1995

283

23,201

1996

298

24,360

1997

319

26,121

1998

328

29,546

1999

334

30,138

2000

339

31,164

2001

342

31,737

2002

350

33,092

2003

378

34,409

2004

408

36,779

2005

430

37,687

2006

440

38,255

2007

462

40,561

2008

480

43,033

2009

480

43,841

2010

480

44,786
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Appendix (14)
Number of Cooperative Employees and Annual Incomes in Gaza Strip
from 1994 to 2010

Year

Eg

Ig

1994

52

342,067

1995

52

342,067

1996

53

348,667

1997

58

381,800

1998

60

395,133

1999

60

395,133

2000

60

395,133

2001

64

420,933

2002

64

420,933

2003

69

454,067

2004

79

520,067

2005

83

546,467

2006

84

553,067

2007

86

566,267

2008

89

585,467

2009

90

592,067

2010

90

592,067
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Appendix (15)
Number of Cooperative Employees and Annual Incomes in West Bank
from 1994 to 2010

Year

Ew

Iw

1994

572

3,701,083

1995

578

3,737,083

1996

578

3,737,083

1997

640

4,133,817

1998

682

4,434,883

1999

718

4,672,483

2000

749

4,863,300

2001

769

4,994,700

2002

789

5,071,500

2003

841

5,404,300

2004

983

6,304,900

2005

1,049

6,721,950

2006

1,072

6,851,750

2007

1,149

7,330,200

2008

1,237

7,905,000

2009

1,260

8,058,600

2010

1,262

8,070,600
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Appendix (16)
Cooperatives Annual Expenses, Projects Values and Capital in Gaza Strip
from 1994 to 2010

Year

Xg

Pg

Kg

1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009

254,403
287,584
327,067
514,588
431,660
429,675
588,023
676,432
743,127
984,776
1,116,878
1,618,139
1,880,511
1,441,111
1,008,791
859,985

329,520
610,200
476,100
790,950
297,668
433,865
628,225
1,217,150
792,350
679,700
966,200
1,349,120
815,920
683,320
1,344,203
1,539,808

9,009,183
84,123,039
84,238,347
84,304,559
87,889,681
91,423,195
91,458,716
101,563,337
101,595,555
108,762,798
119,486,384
143,143,741
151,147,920
153,024,434
154,475,351
157,120,334

2010

895,618

2,253,258

182,723,205
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Appendix (17)
Cooperatives Annual Expenses, Projects Values and Capital in West Bank
from 1994 to 2010

Year

Xw

Pw

Kw

1994
1995
1996
1997
1998
1999

3,691,335
3,913,180
3,933,430
4,248,959
4,436,447
4,879,409

3,215,100
3,500,150
3,845,100
4,444,650
5,158,900
5,412,290

519,683,750
545,149,675
620,313,639
705,207,008
717,295,202
738,477,613

2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010

5,289,143
5,516,895
5,547,520
5,595,275
6,623,170
7,067,080
7,031,820
7,450,910
7,982,202
8,866,972
8,487,672

8,376,225
10,253,550
10,013,300
7,454,100
8,000,836
11,050,968
9,663,842
7,396,972
7,238,195
15,950,312
9,526,815

745,791,208
756,027,092
760,250,108
792,329,341
807,454,203
812,890,102
816,853,861
822,243,446
824,533,846
824,939,675
825,399,633
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Appendix (18)
Trend Functioni
The Excel TREND function calculates the trend line through a given set of y-values and
(optionally), a given set of x-values. The function then extends the linear trend line to
calculate additional y-values for a further supplied set of new x-values.
The syntax of the function is :
TREND( known_y's, [known_x's], [new_x's], [const] )

Trend Function Example
The spreadsheet below shows a simple example of the Excel Trend Function being used to
extend a series of x- and y-values that lie on the straight line y = 2x + 10. These are stored in
cells A2 - B5 and are also shown in the graph.
The Trend function uses the least squares method to find the straight line that has the best fit
for the provided known x- and y- values. In this simple example, the line of best fit is the
straight line y = 2x + 10.
Once Excel has calculated the straight line equation, it can use this to calculate the new yvalues for the provided new x values.

In this example, the values of the [new_x's] are stored in cells A8 - A10 and the Excel Trend
function has been used, in cells B8 - B10, to find the corresponding new y values. The
equation for this, as shown in the formula bar, is :
=TREND ( B2:B5, A2:A5, A8:A10 )
i

Source: http://www.excelfunctions.net/Excel-Trend-Function.html
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