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This bulletin, the second in the socioeco-
nomic bulletin project of the Alternative 
Information Center, will discuss the cost 
to Israel for occupying the Occupied 
Palestinian Territories (OPT) to Israel. 
This topic is the subject of a new book by 
Shlomo Swirski, The Price of Occupation1, 
which will be discussed here. To complete 
the picture, a future bulletin will discuss the 
implications and significance of the occupa-
tion to the economy of the Palestinians in 
the OPT.

Objecting to Paying the Price
In his recent book The Price of Occupation, 
Israeli sociologist Dr. Shlomo Swirski en-
gages in a comprehensive study: calculating 
the cumulative cost of Israel’s occupation 
of the OPT – to the Israeli economy – since 
1967. 
	 The El-Aksa Intifada 
which begun in October 
2000 propagated one of the 
deepest economic reces-
sions in Israeli history. A 
decrease in working wag-
es, a rise in unemployment 
and an overall increase in 
poverty rates accompanied the outbreak of 
violence in Palestine. As a result, a new per-
spective emerged in mainstream Israeli dis-
course. More people concluded that the re-
sources invested in the occupation, includ-
ing the subsidization of illegal settlements,* 
have become a heavy burden for the Israeli 
population. Though failing to adequately 

support its own population, Israel continues 
to spend a great deal of money and effort to 
maintain its control of the Palestinian popu-
lation and promote the well-being of the il-
legal settlements in the OPT.2

	 Swirsky’s book continues the recent trend 
in Israel of writing about the adverse effect 
of the occupation and the high costs of the 
settlements. Ariel Rubinstein,3 Arie Arnon,4 
Dan Ben-David,5 Eitan Berglas,6 and Haim 
Ben-Shachar7 are among the celebrated 
Israeli economists who began stressing the 
economic burden of the occupation on the 
Israeli economy, even before the second 
Intifada. These economists (Arnon not in-
cluded) tend to hold right-wing economic 
perspectives. Due to their objection to the 
occupation, however, they associate them-
selves with the Israeli moderate left. 

		  The surge of research on the economic 
costs of the occupation includes research by 

Dror Tsaban,8 an extensive 
research project conducted 
by the Haaretz newspaper,9 
a paper by Naor Gamliel10 
and research by the Adva 
Center.11 Swirski summa-
rizes some of these studies 

in an attempt to provide a wide perspective 
on the subject.

	 These studies, including Swriski’s, sug-
gest that the costs of the occupation apply to 
Israeli society as a whole, as a form of fore-
gone utility from lost venues of investment. 
Further on, we will discuss the bearers of 
these costs in greater detail.

The first years of 
the occupation 

were very 
profitable to Israel

Introduct ion

* The settlements in the OPT are illegal according to international law, and therefore investments in them 
are also illegal. “The occupying power shall not deport or transfer parts of its own civilian population 
into the territory it occupies.” – Article 49 of Part I of the Fourth Geneva Convention, see the full text: 
http://www.icrc.org/ihl.nsf/0/6756482d86146898c125641e004aa3c5?OpenDocument
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Vanity and Humility
The title of Swirski’s book in English is The 
Price of Occupation, but the literal trans-
lation of it from Hebrew is The Price of 
Vanity. Swirski does not claim that the oc-
cupation itself damaged the Israeli econo-
my, but rather that the damage accrues from 
the decisions and policies that shaped it. In 
an interview to Globes newspaper, Swirski 
stated that Israel’s decision to suppress the 
economic development of the Palestinians 
was the major contributor to the accumu-
lative cost of the occupation. This was the 
central mistake that made the occupation so 
expensive.12

	 Swirski begins his book 
with the admission that 
the cost (both economic 
and social) borne by the 
Palestinians during the on-
going occupation has been 
far more severe and perva-
sive than the costs borne by 
the Israeli public. After this 
disclaimer, Swirski continues to focus his 
research on the sacrifices forced on Israelis 
by their government and the settlers to fund 
and maintain the grand project of the occu-
pation.
	 This disclaimer remains an important 
part of Swirski’s narrative. Swirski does not 
view the Palestinians as passive victims of 
Israel’s aggressiveness, but as active agents 
resisting their occupier. As Swirski dem-
onstrates, the occupation actually created 
many economic gains for Israel following 
1967, but since the outbreak of the first 
Intifada it has become an economic burden. 
The Palestinian resistance has made the oc-
cupation unprofitable to Israel.
	 Swirski’s presentation is comprehensive. 
He presents a wide range of research, with 

often-conflicting conclusions. Furthermore, 
The Price of Occupation attempts to remain 
as objective as possible, presenting the ma-
terial and allowing the readers to draw their 
own individual conclusions based on the 
presented data. His book therefore makes 
no predictions for the future.

Breaking Down the Costs
The Price of Occupation (and other sourc-
es) proves how impossible it is to separate 
the cost of the settlements from the cost of 
the occupation itself. Military outposts and 
forts created to defend the settlements be-

come sources of oppression 
and subjugation of the local 
Palestinian population, and 
where the Israeli army ex-
ercises more control, lands 
are being confiscated to 
build additional settlements. 
Therefore, the engine of ex-
penditure is almost self-pro-
pelling: civil expenses lead 

to military expenses and vice versa.13 
	 An inherent flaw in research of this type 
is that necessary data from the Israeli army 
and the Ministry of Defense is unavailable. 
This data, which is essential to a compre-
hensive analysis, remains withheld under 
the pretext of national security. Swirski 
claims that he is unable to estimate the final 
cost of the occupation because of this.14 The 
only recourse is therefore to make do with 
the available data, itemize the bill and make 
a list of expenses vs. income.

	 The pieces of the occupation cost puzzle 
include fragments that must be collected to-
gether. Trying to aggregate these numbers 
is risky – it requires an extrapolation of data 
from a few years to a long period and should 
only be considered as an approximation of 

Swirski: The 
Palestinians 

suffer far more 
damage from the 
occupation than 

the Israelis
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the true cost. Nevertheless, it is important 
to make the attempt and offer a figure that 
can serve as a rough estimate and basis for 
future debates.

	 Swirski notes that initially, Israel made a 
profit from occupying the OPT. The profit 
came from many sources. Exploiting the 
low wages paid to Palestinians, taxes im-
posed on the Palestinians without service 
provision in return, forcing Palestinians to 
pay for the ‘security costs’ of controlling 
their movement, monopoly over imports 
and exports to the OPT, land expropriation 
and confiscating mon-
ies intended for the 
Palestinians are only a 
partial list of the sourc-
es of Israel’s profits.15

	 In his interview for 
Globes, Swirski said 
that his best current es-
timate for the cost of the 
occupation is NIS 100 
billion (about US$ 23 billion).16 This figure, 
however, does not appear in his book. The 
calculation offered in this bulletin will show 
a much higher price.

The Hidden Facts
One of the central hurdles in estimating the 
total cost of the occupation is the difficulty 
in obtaining related data, which is systemat-
ically concealed by the Israeli government. 
	 After the Oslo agreements, Israel began 
to secretly funnel millions of NIS every 
year to the settlement through the Ministry 
of Domestic Affairs. These transfers some-
times reached NIS 66 million annually. 
In 2004, the sum transferred to the settle-
ments by the ministry was identical to the 
total sum allocated to impoverished munici-

palities within the Green Line. A rebelling 
minister of Domestic Affairs leaked this 
process to the press. Half of it was called 
‘Oslo Grants’ and half was called ‘Intifada 
Grants’. Ironically, even government minis-
ters cannot access the actual data of the cost 
of the occupation, as is evident from the ex-
perience of several ministers who tried to 
collect this data and failed.17 
	 The clandestine manner of fund transfers 
has two reasons. One is to avoid a public 
outrage at the favoritism that settlers en-
joy. The second is that the special subsidies 

given to the settle-
ments encourage 
people to move to the 
settlements and thus 
violate the Fourth 
Geneva Convention 
that forbids the trans-
fer of civilian popu-
lation to an occupied 
territory. To hide the 

extent of incentives that the government 
creates for would-be settlers, the subsidies 
are distributed into countless special bud-
gets, one-time grants, ad-hoc funds and so 
on to create a financial maze that can only 
be navigated with great difficulty.18

Careful Calculation
Calculating the actual costs of the occupa-
tion to Israel requires a great deal of extrap-
olation. Often, only data for one year or a 
few years is available, at the prices concur-
rent to that period. Thus, the first step of the 
calculation is to present this figure in the 
prices of December 2003, as Swirski listed 
them.19

	 The next step is to estimate the accumu-
lated cost for the entire period of the occu-
pation. The cost for one year is assumed to 

The Israeli government 
systematically conceals 

the expenses on the 
settlements and on 

military actions against 
the Palestinians
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apply to the entire period from 1970 until 
today (under the assumption that the costs 
between 1967 and 1969 were relatively 
negligible). The annual cost is adjusted to fit 
the changes in the settlements population.20 
As there are no accurate reports on the set-
tler population between 1970 and 1975, the 
calculation will factor an estimated average 
population of 1600 settlers, half the amount 
listed for 1976.  It is assumed that the set-
tler population grows steadily and that there 
were no settlers prior to the occupation.21

	 The focus of this article is Israeli soci-
ety, leaving the discussion of the Palestinian 
losses to a future article. Despite all the care 

that a researcher can take, estimates will 
only refer to money costs, leaving the per-
sonal tragedies outside the discussion. The 
calculations to follow will not even attempt 
to quantify personal hardships, pain and hu-
miliation caused directly or indirectly by 
the violence that characterizes the Israeli 
occupation of the OPT.
	 Now we are ready to follow in Swirski’s 
footsteps, and try to carefully re-calculate 
the cost of the occupation.

Sett lers  in the OPT (thousands)
3 years moving average

500

400

300

200

100

1970 1975 1980 1985 1990 1995 2000 2005
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Income:
NIS 68.492 billion

Calculating the cost of the occupation to 
Israel will not be complete unless the in-
come that Israel gained by controlling the 
OPT is deducted from it. Kav Laoved, an 
Israeli workers’ rights organization, esti-
mates that between 1984 and 1992, Israel 
confiscated various wage-additions from 
the Palestinians totaling NIS 800 million. 
Economists Stanley Fischer (who is cur-
rently the chairman of the Central Bank of 
Israel) and Thomas Shelling calculated that 
between 1968 and 1993, Israel 
confiscated NIS 1.125 billion 
from social security taxes collect-
ed from Palestinians, a bogus tax-
ation as social security funds were 
never allocated to Palestinians. 
Union fees for Israel’s central la-
bor union, the Histadrut, reached 
NIS 481.5 million, though the 
Palestinians never enjoyed the 
union’s protection.22

	 In addition, income was generated by ex-
ploitation across the board of Palestinians 
and their natural resources, primarily land 
and water. Shimshon Bichler and Jonatan 
Nitzan calculated that the income gained by 
Israel from controlling the OPT amounted 
to 10% of Israel’s GDP (as of 2001). This 
amount is about NIS 46.651 billion.23 The 
sum above, and the following sums, are ex-
trapolations for the years 1970-2005.

Agriculture:
NIS 1.817 billion

The World Zionist Organization (WZO), 
ostensibly working for the benefit of the 

Jewish people, has been systematically used 
as a primary apparatus for investments in the 
settlements. Funded heavily by the Israeli 
government, the WZO spends money in de-
veloping Jewish-only agricultural projects 
in the settlements. Swirski estimates that 
between 2000-2002 alone, NIS 385 million 
was spent by the WZO on agricultural proj-
ects in the settlements.24

Casualty Compensations:
NIS 2.985 billion

Swirski is one of the first to real-
ize that compensations paid by 
Israel’s National Security to people 
who were harmed by Palestinian 
attacks should also be calculated 
into the cost of the occupation. 
Between 1980 and 2003, compen-
sations for those directly injured or 
killed in Palestinian attacks totaled 
NIS 2.467 billion. According to 

Swirski, before 1980 there were very few 
injured and dead on the Israeli side, so there 
is no point in extrapolating this sum back-
wards.25

Education:
NIS 1.323 billion

Education costs of the occupation include 
excessive investment in schools within the 
settlements, incentives for teachers to work 
there, high security expenses for the iso-
lated schools, classes opened for few pupils 
and free transportation for pupils to schools. 
In 2003, the extra education costs beyond 
those that could be expected within the 
Green Line (according to Relly Saar), were 
NIS 100 million.26

The Calculat ion

The estimate 
for the total 
cost of the 

occupation to 
Israel: US$ 
97 billion
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Health:
NIS 2.112 billion

The settlements enjoy an extensive over-
investment in health. Isolated settlements 
have a clinic for every 100 residents, far 
beyond the ratio of clinics inside Israel. 
Furthermore, medical 
staff receives benefits 
for operating in the 
settlements and securi-
ty measures – armored 
vehicles, guards, etc 
– incur extra costs. 
Swirski quotes the 
Haaretz estimate of 
NIS 1.75 billion for 
health care costs in the 
settlements until 2003 
alone.27

Housing:
NIS 6.941 billion

These costs include government subsidies 
for housing in the settlements and subsi-
dized loans and grants for settlers to buy 
their houses. Swirski estimates this cost to 
be NIS 2.875 billion during the 1990’s.28

Industry:
NIS 0.819 billion

Industrial zones built inside the settlements 
for the benefit of the Jewish settlers (al-
though Palestinian workers are sometimes 
hired to work in manual jobs) incurred a cost 
of NIS 237 million between 1997-2001, ac-
cording to an estimate by Dror Tsaban. This 
refers only to government expenditures, not 
private investments.30

Municipal funding:
NIS 5.553 billion

In 2004, while municipalities within the 
Green Line were unable to pay the salaries 
of their employees, the funding for the mu-
nicipalities of the settlements increased by 

over 14%.30 This must 
be compared with the 
cut of over 10% in 
the average budget of 
Israeli municipalities 
that year.32 
	 Ironically, the gov-
ernment funding to 
the settlers eventually 
comes to oppose the 
official policies of the 
government. The gov-
ernment itself indirectly 
funds the campaign by 
the settlers against the 

Disengagement plan, as the settlers found 
ways to manipulate government funding to 
the ‘Yesha Council’, the leadership of the 
settlers. Millions of these funds were spent 
on driving people to demonstrations. In a 
way, the funding for the settlements cre-
ated a mechanism intended to prevent their 
evacuation.33

	 The capitalist concept is that value is cal-
culated as the sum of money inputs. The set-
tlements then gain a strange form of ‘value’ 
for being a bottomless pit for government 
expenditures.
	 Swirski estimates that in the 1990’s, NIS 
2.3 billion were provided as extra funding 
to the municipalities of the settlements. This 
means that settlements received more than 
double the equivalent per capita funding for 
municipalities within the Green Line.34 

Priority Areas 
Almost 70% of the settlements are classified 
as ‘priority A areas’ in Israel, and over 20% 
were ‘priority B’ areas. This classification 
entitles people coming to live in the priority 
A settlements to a subsidized loan of NIS 60 
thousand, half of which becomes a grant after 
15 years. People moving to priority B settle-
ments are entitled to a subsidized loan of NIS 
50 thousand, 20 thousand of which later be-
comes a grant. These benefits, and other ben-
efits for priority areas, are already calculated 
in the various items on the list of costs.29
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Roads:
NIS 2.38 billion

A special network of bypass roads, exclu-
sive for Jewish settlers, allows access to 
every isolated settlement while dividing 
the Palestinians into isolated and block-
aded communities. Road 
construction in the OPT 
far exceeds the rate of 
construction inside Israel. 
The journalist Ze’ev Sheef 
estimated that between 
1993 and 2002, NIS 1.25 
billion were spent on 
road construction for the 
settlements, but the true 
costs remain hidden as the budget for by-
pass roads was transferred to the Ministry 
of Defense in order to conceal it.35

Security Costs:
NIS 119.292 billion

Naturally, security costs are the biggest fac-
tor in the cost of the occupation. A great deal 
of them are already dispersed among the 
other costs. For example, security costs for 
paving roads was 19% of the budget for the 
roads above.36 Therefore, here we will only 
include security costs that were incurred by 
the Israeli army when guarding the settle-
ments or for protecting the settlements 
themselves. The security figure is obscured 
by the authorities, and is therefore at risk 
of being underestimated. We should note, 
however, that special budgets for military 
actions in the OPT exceeded NIS 14 billion 
since the beginning of the second Intifada, 
in addition to the ordinary defense budget 
(part of which refers anyway to actions in 
the OPT).

	 Swirski notes that between 1988 and 
2005, NIS 28.7 billion were spent on ex-
tra security needs caused by the occupation 
through the defense budget. Unsurprisingly, 
the defense budget is Israel’s largest bud-
get. In 1994 Israel further established the 

new Ministry of Public 
Security, the first priority 
of which, as defined by 
the Israeli government, 
was to “fight terrorism”. 
The ministry’s budget so 
far accumulated at NIS 
64.434 billion.37

		 Funds go to buy ar-
mored vehicles, to arm 

and train settler militias, for surveillance 
gear, fences and walls and a plethora of 
weapons and ammunition for uses ranging 
from suppressing demonstrations to assas-
sinations and house demolitions.

Tax Benefits:
NIS 1.811 billion

Tax benefits to the settlers come in three 
forms. One is extensive discounts on mu-
nicipal taxes, already calculated into the 
municipal benefits above. Despite paying 
less for municipal taxes, settlers enjoy bet-
ter municipal services and have more pub-
lic buildings in their vicinity. The second 
is various tax benefits for businesses in the 
settlements, designed to promote industry 
and commerce there. The third kind is dis-
counts in direct taxes, mainly in income tax, 
that settlers receive. Swirski quotes the re-
port by the Haaretz newspaper that NIS 1.5 
billion were given as tax relief until 2003 
(although the calculation of Naor Gamliel 
would suggest an extrapolated amount of 
over 3 billion).38 

Security costs far 
outweigh all the other 
costs. This means that 
the occupation is costly 
mainly because of the 
Palestinian resistance
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Transfers to the Palestinian Authority:
NIS 29 billion

Certain sums of money were transferred 
by Israel to the Palestinian Authority (PA). 
Naturally, these funds are not part of the cost 
of occupation because they were originally 
monies belonging to the Palestinians, but 
they should also be considered part of the 
occupation cost calculation as they are de-
ducted from the income 
received by Israel. This 
expenditure, a total of 
NIS 5.7 billion between 
1995 and 1998, did not 
exist before 1995 and 
will only be extrapolated 
upwards.39

Water:
NIS 0.886 billion

Israel invested a great deal in creating a wa-
ter infrastructure for the settlers, based most-
ly on exploiting the mountain aquifer in the 
West Bank and preventing the Palestinians 
from using it (Palestinian water consump-
tion per capita is a third of Israeli water 
consumption).40 Swirski estimated that the 
expense on water infrastructure beyond the 
average water costs for population within 
the Green Line was NIS 0.5 billion in the 
decade until 2003 (based on the Haaretz es-
timate).41 

The Wall and the Disengagement:
NIS 14.5 billion

Two recent costs should be added to this 
tally. These are one-time projects and will 
therefore not be extrapolated. One is the 
Wall, built on Palestinian lands in viola-
tion of international law as ruled by the 

International Court in Hague.42 In response 
to this international pressure, the route of 
the Wall is constantly being moved and 
re-planned. The cost for the Wall current-
ly stands on NIS 6.5 billion, according to 
Swirski’s estimate.43 
	 The planned Israeli withdrawal from 
the Gaza Strip, called the ‘Disengagement 
Plan’, is a project that will receive the atten-

tion of a full socioeco-
nomic bulletin in the fu-
ture. Swirksi estimates 
the cost of this redeploy-
ment to be NIS 3.5 bil-
lion but since the writing 
of his book, the updated 
estimate is above NIS 8 
billion, a third of which 
is for security costs and 

the rest for compensations to the settlers; 
this does not include the costs of building 
new houses for the settlers inside the Green 
Line. Note that this cost applies only to the 
Gaza settlers, less than 3% of the total set-
tler population.44 

Interest
Finally, interest must be added for income 
and expenses alike. This is important as 
money and resources spent on the settle-
ments could have been invested in other ar-
eas as well (infrastructure, education, debt-
relief etc). To truly assess the accumulated 
cost of the occupation, interest must be ap-
plied to the total cost, and applied to the 
time since the payments were made. For the 
years 1988-2005, The Bank of Israel inter-
est rate will be used. This rate is a rough es-
timate for the average interest available for 
Israeli investments during these years. 
	 For the earlier years, the average Bank of 
Israel interest rate will be used for the 

The settlers in Gaza are less 
than 1.7% of the total settler 
population, so compensations 

for the West Bank settlers in the 
event of a future withdrawal 
will exceed NIS 421 billion
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years 1988-2005, for lack of better data. 
The Bank of Israel interest rate is the inter-
est that averages the interest rates on loans 
and on deposits. The real interest, adjusted 
for inflation, is used here.45

	 The interest calculation is very impor-
tant, yet Swirski overlooked the effects of 
interest on the accumulated costs of the oc-
cupation. By calculating the accumulated 
interest and adjusting the costs to the settler 
population in any given year, we reach the 
conclusion that the total cost of occupation 
should be multiplied by 3.54.

Summing the Cost
Summing the list above to obtain the total 
cost of the occupation for Israel is very dan-
gerous, as many items yet remain hidden. 
	 Sum: NIS 119.921 billion (after subtract-
ing the income to Israel). This is more than 
the original estimate made by Swirski, de-
spite the fact that the estimate for Israel’s 
income was also increased here by a factor 
of ten.
	 Without interest, the settlers, comprising 
only 3.93% of Israel’s population, received 
as extra funds more than 13% of Israel’s 
budget for 2005.46
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	 Sum with interest: When the accumulated 
interest is added to the sum, we reach the 
staggering amount of NIS 425 billion. 
	 In US dollars: US$ 97 billion.47

Security Implications
Almost 66% of the total cost of the occupa-
tion for Israel was in security costs, as the 
graph above shows. The fact that security 
costs far outweigh all the other civil costs 
means that the occupation is costly mainly 
because of the Palestinian resistance. The 
Palestinians are the true force driving Israel 
out of the OPT, transforming every move 
made by Israel in the OPT difficult and ex-
pensive and making the occupation an in-
creasing burden for Israel.

Comparisons of Totals
The following graph shows the various esti-
mates for the economic cost of the occupa-
tion to Israel. The bottom part is the extrapo-
lated cost for the period of 1970-2005. The 
upper portion is the interest accumulated on 

the estimated sum.
	 By adding extrapolations for years for 
which we have no official data and by assess-
ing the accumulated interest costs, the sum 
of NIS 425 billion is much higher than other 
current estimates of the cost of occupation. 
Swirski estimates the sum at 100 billion,48 
and Naor Gamliel at 2.5 billion per year.49 
A report done by Haaretz in 2003 estimated 
that until that year, the total cost of occupa-
tion was NIS 45 billion. Extrapolating until 
2005 and adding interest results in a sum of 
‘only’ NIS 192 billion. However, this sum 
applies to the civilian costs alone (only 88% 
of the estimated civilian cost here).50 
	 It comes as no surprise that Swirski’s es-
timate is higher than the previous estimates, 
because of the thorough manner of his data 
collection. However, there are even higher 
estimates in existence. 
	 Arie Arnon estimated that Israel lost 1% 
of gross domestic product (GDP) per year 
of occupation since 1973, as resources were 
diverted to the occupation instead of to de-

veloping and improv-
ing the Israeli econo-
my. This accumulated 
to 32% of the GDP in 
2005, or about NIS 155 
billion without interest. 
With interest the sum 
is approximately NIS 
543 billion. Professor 
Eitan Berglas also noted 
a loss of GDP. Berglas 
reasoned that the losses 
should be calculated 
only from 1988, but at a 
rate of 2% per year, for 
a total of 56% of 2005’s 
GDP. With interest the 
sum is about NIS 583 
billion.51
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Compensations
A recent estimate of the cost of the so-called 
Disengagement Plan is NIS 8.5 billion.52 
About NIS 7 billion will be compensations 
for the settlers, who are currently appealing 
to the Supreme Court to ask for more mon-
ey. The settlers in Gaza are less than 1.7% 
of the total settler population, so compensa-
tions for the West Bank settlers in the event 
of a future withdrawal will exceed NIS 421 
billion (multiplied by the future increase in 
the settler population).53 We can learn two 
things from this. 
	 One, the total accumulated costs of the 
occupation does not include the potential 
costs of a future evacuation. Two, the set-
tlers not only received a continuous and in-
tensive government support and subsidy for 
almost every aspect of their lives, but now 
demand to be compensated for the loss of 
their preferred treatment. When the security 
costs are added but no interest is calculated, 
an average settler received over NIS 39,100 
annually since the start of the occupation in 
excessive funds (beyond the government’s 
investment on other citizens of Israel).
 	  Finally, none of the estimates above 
considered the compensations for the 
Palestinians. If we realize that eventu-
ally Israel will have to compensate the 
Palestinians for the past four decades of oc-
cupation, we realize that all of the previous 
estimates are just the tip of the iceberg.

Who actually pays these costs? 
Most of these costs (especially for security) 
are paid directly by the Israeli government 
through the state budget. The rest of these 

costs are paid by government institutions 
such as the Institute for Social Security, the 
World Zionist Organization or the Israeli 
Lottery Institution (Pais).54 Economic loss-
es of private individuals were not taken into 
account in this article, though they are prob-
ably considerable.

	 Most of the budget is funded with taxes 
that the government levies from the pub-
lic.55 However, two other groups also bear 
some of the burden:

	 •	 U.S Citizens: The U.S funnels to Israel 
about US$ 1.8 billion annually in military 
aid alone since 1973.56 These funds, when 
calculated with interest, most definitely sur-
pass the security costs of the occupation. 
Since this massive funding began in 1973, 
it raises the question of why the U.S sees 
it necessary to fund the Israeli occupation 
and whether cutting this funding will force 
Israel to stop the occupation.57 

	 William Bowels of the Information 
Clearing House says that Israel’s economy 
is already on the brink of collapse, held to-
gether artificially solely because the U.S 
is directly funding the occupation of the 
OPT.58 

	 •	 Palestinian Population: for the 
Palestinians, the correct term is ‘damages’ 
rather than cost, as they never ‘bought’ their 
own occupation. However, they did pay for 
it partially in taxes that they were forced to 
pay to Israel. Their own taxes were turned 
against them to build forts, bypass roads, 
roadblocks and the Wall, and to create an 
infrastructure for extracting their resources 
to the benefit of Israelis. These damages 
will be discussed in a future publication.

Conclusions
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Profits of the Occupation
The profits of the occupation are too wide-
spread to be fully discussed here, but are 
important to understand when analyzing 
the reasoning for the ongoing occupation. 
In fact, the concept of ‘cost’ that was used 
here might be misleading. The occupation 
has not only caused significant economic 
damage, but actually involved a substan-
tial redistribution of income. Whenever the 
government spent extra money on funding 
the occupation, someone made his or her 
own cut of this money. 
	 Here is a partial list of the beneficiaries of 
the occupations:
	 •	 Settlers enjoy a very high lifestyle 
compared to other Israelis.59 
	 •	 Military officers and the military in-
dustry enjoy the endless need for more se-
curity measures and the constant increase 
in military expenditures. 
More recently, private secu-
rity companies have begun to 
flourish in Israel.60 The mili-
tary industrial complex in 
Israel uses the OPT as a place 
for ‘field trials’ of new weap-
on systems. Military exports 
from Israel in 2004 totaled 
US$ 4.5 billion, with US$ 10 
billion more in pre-orders, and was 10% of 
the total military export in the world.61

	 •	 Company owners in Israel who use the 
Palestinians as scapegoats for the economic 
recessions, to justify lowered wages and 
massive layoffs, or as scapegoats to justify 
faults in supply (blaming the Palestinians as 
‘unreliable workers’). 
	 •	 The financial sector businesses (espe-
cially banks and insurance companies) re-

spond quickly to changing situations and 
make large profits from the financial insta-
bility caused by the volatile reality of the 
occupation. Also, the mass media and cellu-
lar phones sectors also enjoy revenues from 
the panic of Israelis.62

	 •	 Employers can exploit Palestinians 
workers because the occupation prevents 
the Palestinians from acquiring alternative 
income avenues.63

	 •	 The general Israeli (mostly Jewish) 
public, enjoying their higher status 
when they compare themselves with the 
Palestinian population. Although the occu-
pation is costly, it allows the Israelis to be 
the relative kings of the hill.64

Conclusion
In monetary terms, funding the Israeli oc-
cupation of the OPT has been the most ex-
pensive project undertaken by Israel since 

1967. The reason for this has 
been that Israel chose to sup-
press the economy, the cul-
ture, the human rights and the 
dignity of the Palestinians. 
The Palestinians do not sit 
idly as Israel exploits and sup-
presses them, and their efforts 
to break free from Israel’s 
control forced Israel to spend 

more on security than on anything else, tak-
ing the shape of a militarized state, con-
stantly on guard against the resistance of the 
oppressed Palestinians. 

	 The occupation continues, for Israel still 
has the means the perpetuate it. Although 
the Israeli economy is straining, U.S funds 
and arms continue to reach Israel and allow 
it to maintain its military superiority and 
violent control of the OPT.

After the Second 
Intifada, Israelis 

are finally 
becoming aware of 
the heavy burden 
of the occupation
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The Economy of the Occupation, published month-
ly by the Alternative Information Center (AIC), of-
fers a new approach to the economic situation in the 
Occupied Palestinian Territories (OPT) and Israel, 
inspired by varying economic theories. This bulletin 
will provide accessible and singular analyses of the so-
cio-economic interests behind the Israeli occupation 
of Palestine, facts normally obscured by the local and 
international medias.

At the present time, the majorities amongst the 
otherwise politicized Palestinian and Israeli popula-
tions possess a limited understanding of their own 
socio-economic situation. Available publications are 
sporadic, insufficient, often biased and fail to consist-
ently link society, politics and the economy in the OPT 
and Israel. This disempowering state of affairs makes 
it all the more critical to offer alternative readings of 
the economic reality governing Palestinian and Israeli 
lives.

The Economy of the Occupation focuses on and 
analyses socio-economic data related to the OPT and 
Israel. It touches on various issues such as inflation, 
debt, trade, employment, poverty and capital, and will 
be presented in an accessible way which demonstrates 
their influence on the daily lives of Palestinians and 
Israelis. 

The Economy of the Occupation aims to enhance 
awareness of the existing socio-economic reality of the 
Israeli occupation and contribute to a more informed 
struggle for social justice and a just peace for Palestin-
ians and Israelis.


