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In preparation for a massive retaliatory operation against Hamas, Israel has instructed the population of Northern
Gaza to evacuate. Effectively, the IDF put 1.1 million people on notice of imminent destruction. Apart from the
practical and humanitarian question of where such a huge mass of people are supposed to go and how they
are to support themselves, we must face the question: What kind of place is Gaza, that it can be subject to such
instructions? How can a territory that is home to more than 2 million people be disposed of in this way? Why are
there no powerful interests that react against the ruthless logic of a military campaign that simply designates a
city for destruction? How did Gaza and its people become so isolated, so absolutely objectified?

1. Gaza was Not Always Like This

Favorably placed on the Eastern mediterranean, Gaza has been a place of human settlement for more than
5000 years. A natural stopping point for travelers and merchants heading back and forth between Africa and
Asia, it featured prominently in the Old Testament. Gaza was a member of the Philistine confederacy of five
cities along the coastal plain. Gaza was visited by King David and Alexander the Great. Falling under Ottoman
rule in 1516, Gaza was a major battlefield in the struggle for the control of Palestine in World War I. Only after
three major engagements did the British finally manage to capture it in 1917.

Under the Mandate, during the riots of 1929 the small but long-established Jewish communities was evacuated
to Tel-Aviv for fear of massacre. In 1948, as the British withdrew, the Egyptian military occupied the coastal
strip around Gaza. The population at the time consisted of roughly 80,000 Palestinians in four small towns:
Gaza, DeirAl-Balah, Khan Younis, and Rafah. In a matter of weeks this small strip of land became a place
of refuge for well over 150,000 refugees fleeing from from villages and towns in the south of Palestine in the
face of the Haganah'’s ethnic cleansing. The effect was to triple the population and to create Gaza as we know
it today, an overcrowded, haven for refugees.

After 1948, the UN set up an agency UNRWA to support the Palestinian refugees in Jordan, Lebanon, Syria,
and the West Bank, as well as in Gaza. For the following two decades under Egyptian rule, Gaza'’s population
had access to Egypt for work and study.

Then came the 1967 war and the vast expansion of Israeli control into the Sinai and West Bank. The first Israeli
census in Gaza in 1967 counted a population of 394,000, of which at least 60% were refugees. To govern the
territory at arms length, Israeli adopted Moshe Dayan’s policy of “open bridges”. The military minimized its
footprint and Gaza and the West Bank were integrated as far as possible into the Israeli economy. In 1981 a
formal border and border checkpoints were established between Gaza and Egypt for the first time, running
through the border town of Rafah. Meanwhile, attracted by much higher wages, by the 1980s approximately
45 percent of the Gazan workforce was employed in Israel.

2. A History of Unequal Exchange

The result, given the relative dynamism of Israeli economy, was considerable growth in incomes in Gaza. But it
was also in this period that Sara Roy coined the phrase de-development. Though income levels in Gaza were
rising, as Roy pointed out in 1987, it was not developing. Indeed, it was being systematically de-developed.
Palestinian workers were sucked into low-wage work in Israel, undermining Palestine’s own business sector and
the standing of Palestine’s own landowning and bourgeois interests. Between 1970 and 1985, even as the GDP
of the West Bank and Gaza increased, total employment in the Palestinian economy stagnated. The result of
surging real incomes and stagnant production in the Palestinian territories was a yawning trade deficit with Israel.

This highly unequal exchange was shot through with frustrations and resentment. Whereas the labour market for
Israeli insiders was tightly regulated with strong rights for workers enforced by powerful trade unions, Palestinian



labour functioned as a flexible and disenfranchised reserve army that could be hired and fired at will. The conditions
of discrimination and low pay were compounded by Israel’s economic crisis in the early 1980s, the consequences
of which fell most heavily on the Palestinian underclass. In 1987 these resentments exploded in the first Intifada.

In December 1987 a vehicle carrying Palestinian workers in Gaza’s Jabalya refugee camp was hit by an Israeli
truck, killing four. Out of the protests that followed and clashes with Israeli military emerged a new wave of
militancy that would change Palestinian-Israeli relations irrevocably. As Palestinian workers boycotted Israel
in a form of nationalist strike, Israel in the 1990s systematically expanded the recruitment of foreign workers
from outside the region. Labour offices in Romania, Thailand and the Philippines increase the foreign non-
Palestinian workforce from 20,000 in 2993 to 100,000 by 1996. Gaza became dispensable.

Meanwhile, in the Palestinian territories new forces of opposition emerged. In the first days of the 1987 local
Gaza activists associated with Egypt’s Muslim Brotherhood formed a new movement which early in 1988
would take the name Hamas. Whereas the PLO, which for decades had been fighting and negotiating on
Palestine’s behalf and by the late 1980s was looking to make peace, Hamas rededicated itself to the cause
of Israel's destruction and the creation of an Islamic state.

As the PLO negotiated the Oslo accords, the militants escalated their campaign of bombings and attacks intended
to derail the peace. Israel responded by placing Gaza under an increasingly tight controls. The result was a perverse
series of contrasts. In 1994, under the sign of Shimon Peres’s vision of a “New Middle East”, the Israeli and Palestinians
negotiated the Paris economic agreements, promising integration and convergence. And yet at the same time, in
response to militant attacks, Israeli security measures were repeatedly closing Gaza to the outside world. In 1994, as
the accords were concluded, Israel began construction of the first wire perimeter fence around Gaza .

The explosion of the second intifada in 2000 with suicide attacks and shootings and Massive Israeli retaliation,
intensified the blockade on Gaza. A high wall now went up around the entire territory. Gaza International Airport,
which was supposed to offer Palestine access to the wider world not controlled by Israel or Egypt, opened in 1998.
A few months after September 11 2001, Israel destroyed its radar antenna and bombed its runway. Gaza’s fishing
industry which was a mainstay of its economy was hemmed by the Israeli navy top prevent weapons smuggling.

3. And yet Gaza's full isolation was still to come.

In 2005 the Israeli government under Ariel Sharon forcibly disengaged from Gaza, demolishing the settlements
that Jewish militants had established on the territory. Then in 2006 Hamas scored a shock electoral victory in
Gaza and, after a brutal civil war, in 2007 expelled Fatah from the territory. Israel’'s response was to declare
Gaza to be “hostile territory” and to place it fully under siege, a situation which has continued down to the
present day. In the first three years of the siege a grand total of 259 commercial trucks were permitted to
leave Gaza, effectively paralyzing its export industries.

The consequence is not just physically to isolate Gaza but also to produce radically divergent economic
development between Gaza and the West Bank.

Whereas the West Bank has continued its pattern of dependent economic growth (de-development in Roy’s
terms), Gaza’s economy has barely grown since the 1990s and not at all since Hamas took power in 2006.
Allowing for population growth this means that Gaza’s gdp per capita is today half what it was in the mid 1990s
and one third of the level reached by the West Bank. Poverty rates in Gaza are at over 50 percent compared to
14 percent in the West Bank. Unemployment hovered before the current conflict between 40 and 50 percent.
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4.Resourceful people confined in such desperate circumstances resort to
extraordinary makeshifts.

In Gaza, the most remarkable phase of the struggle for survival and prosperity came with the era of the “tunnel
economy”.

Today we hear of tunnels mainly in a military context or as places to hold hostages. Gaza’s tunnel system
began first and foremost as a means of economic survival to gain access to Egypt.

Nicolas Pelham’s account of the emergence of the tunnel economy from the Journal of Palestine Studies
in 2012 is worth quoting:

Hamas’s summer 2007 military takeover of the Strip marked a turning point for
the tunnel trade. The siege, already in place, was tightened. Egypt shut the Rafah
terminal. Israel designated Gaza “a hostile entity” and, following a salvo of rocket-
fire on its border areas in November 2007, cut food supplies by half and severed fuel
imports. In January 2008, Israel announced a total blockade on fuel after rockets
were fired at Sderot, banning all but seven categories of humanitarian supplies. As
gasoline supplies dried up, Gazans abandoned cars on the roadside and bought
donkeys. Under Israeli blockade at sea and a combined Egyptian-Israeli siege on
land, Gaza’s humanitarian crisis loomed, threatening Hamas’s rule. The Islamists’
first attempt to break the stranglehold targeted Egypt as the weaker link. In January
2008, Hamas'’s forces bulldozed a segment of wall at the Rafah crossing to allow
hundreds of thousands of Palestinians to pour into Sinai. While long pent-up
consumer demand was released, the measure provided only short-term relief. Within
eleven days, Egyptian forces succeeded in herding Palestinians back. Egypt then
reinforced the army contingent guarding the locked gates and built a fortified border
wall. As the siege intensified, employment in Gazan manufacturing plummeted from
35,000 to 860 by mid-2008, and Gaza’s gross domestic product (GDP) fell by a
third in real terms from its 2. By the eve of Operation Cast Lead in December 2008,
their number had grown to at least five hundred from a few dozen mainly factional
tunnels in mid-2005; tunnel trade revenue increased from an average of $30 million/
year in 2005 to $36 million/month. Mitigating to some extent the Gaza economy’s
sharp contraction resulting from the international boycott of Hamas.



Hamas regulated the tunnel trade with a tunnel committee. It charged fees, organized security and regulated the types
of good that were traded. As Tannira (2021) writes in the excellent collection The Political Economy of Palestine:

Under the trusteeship of Hamas, smaller businessmen were allowed to invest capital in
the construction of mid-advanced tunnels to allow for the flow of goods and supplies.
Tunnel workers (who were responsible for digging the tunnels) were also included in
the ownership of these tunnels in a way that they had a particular quota of revenues
generated through individual tunnels. At the same time, Hamas obtained between 25 and
40% of tunnel revenues Traders took advantage of the significantly cheaper prices of
goods smuggled from Egypt ... At the same time, goods were sold in the local markets at
the same price as Israeli-taxed goods... Hence, new traders were able to make significant
profits ... The high security risks and security considerations involved led Hamas to only
allow a smaller group of Hamas-vetted traders to get involved*

At its height in the early 2010s Hamas was likely generating $750 m per year in revenue from the tunnel
system. Crucially, the tunnel system enabled a supply of construction materials with which Gaza could meet its
need for housing and rebuilding after the disastrous confrontation with Israel in 2008-9. As UNCTAD reports:

between 2007 and 2013, (there were) more than 1,532 underground tunnels running
under the 12 km border between Gaza and Egypt. The size of the tunnel trade was
greater than the volume of trade through official channels (World Bank, 2014a). According
to the United Nations Human Settlements Programme, based on the materials allowed in
by Israel, it would have taken 80 years to rebuild the 6,000 housing units destroyed during
the military operation in December 2008 January 2009. However, imports through the
tunnels were so significant that they reduced the time frame to five years (Pelham, 2011).
Similarly, Gaza’s power plant ran on diesel from Egypt brought through the tunnels in the
range of 1 million litres per day before June 2013 (OCHA, 2013).5

The tunnel economy reached its peak between 2011 and 2013 after Mubarek’s repressive regime in Egypt was
overthrown in the Arab spring and the Muslim Brotherhood ruled in Cairo. With supplies flowing in, and the construction
sector booming, Gaza’s gdp per capita rebounded from the low of 2008. But then double disaster struck.

In July 2013 the Egyptian military seized power, overthrowing the allies of Hamas, and a year later, in July
2014 Israel launched its 50-day war against Hamas. The result was utter devastation. Not only was Gaza
subject to a devastating bombardment by tens of thousands of artillery shells and bombs, but a joint Israeli-
Egyptian campaign closed off the tunnel system.

By May 2015 the number of Palestinian refugees solely reliant on food distribution from the United Nations
Relief and Works Agency for Palestine Refugees in the Near East (UNRWA) increased to 868,000 by May
2015, representing half the population of Gaza and 65 per cent of the registered refugees (UNRWA, 2015b).

Nor were bombardment and isolation the only threats that the Gazan economy had to deal with. As IMF data,
show, the Gazan economy rebounded from the massive shock of 2014, only in 2017 to suffer a financial crisis
and government spending squeeze. Tannira summarizes a disastrous escalation of this austerity.

Compounding the financial pressures on the Palestinian authorities, Israel regularly withholds tax revenue
which are due under the Paris economic agreements of 1994.
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5. Gaza before the War: a model for “de-development”

Under the impact of these pressures, even before the current explosion of violence it has become increasingly
difficult to speak of Gazan economic development at all. GDP per capita has slumped towards as little as
$1500 per capita. The unemployment rate in Gaza hovers between 40 and 50 percent, roughly three times
higher than in the West Bank.

e Government (public) spending in the Gaza Strip declined trom
USS$985 million in 2016 to US$860 million in 2017 (12.6%), then
to US$849 million in 2018, and finally to US$788 million in 2019.
That 1s, the PA government spending in the Gaza Strip declined by
20% since 2017 (PCBS 2019).

e DPer capita GDP declined from US$1,731 in 2016 to USS1,557 in
2017, then to US$1.,458 in 2018 and finally to USS$1,417 in 2019,
i.e., it decreased by 18% compared to 2016 (PCBS 2019).

e Total investment declined from US$623 million in 2016 to US$440
million in 2019. Local investors had lost the ability to engage in new
activities as success was very unlikely (PCBS 2019).

e The additional increase in levies collection by the Hamas govern-
ment in Gaza after the failure to implement the Hamas-Fatah
reconciliation agreement reached at the end of 2017.'7

e The continuation of the electricity crisis which incurred an additional
budget ftor the private sector that increased the costs of production
and operations.

e The suspension of US support for the UNRWA budget beginning
in 2018 which impacted over 60% of cash assistance beneficiaries
(UNRWA 2018). Meanwhile, the World Food Programme reduced
its support for thousands of poor families in December 2017 (WEDP
2017).
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As Shir Hever’s data show, wages in Gaza stagnate at the very bottom of the racialized pyramid in
Israel/Palestine.
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In the 1980s when Roy first coined the idea of “de-development” her aim was to insist that Gaza was not
developing even though incomes were growing. Since 2014 even that seems over-optimistic. The Gaza
economy as such has been extinguished. When people speak of an “open-air prison” they barely exaggerate.

In the final edition of Roy’s ground-breaking work, which appeared in 2016:

she argues that Gaza’s trajectory over the last 48 years has reconstructed the territory from one that had been
economically integrated and deeply dependent upon Israel and strongly tied to the West Bank, to an isolated
and disposable enclave cut off from the West Bank as well as Israel and subject to ongoing military attacks.

So, this is the answer to our question. This is how half the population of Gaza can simply be ordered to
move from one end of the enclave to the other. The civilians have no wealth to speak of and few or any
connections with the outside world. They depend, in any case on aid and what little they can smuggle in. They
have become, as Roy so presciently put it, “isolated and disposable”. At this moment of crisis, the IDF would
prefer not to have them in the way, when what it wants to concentrate on doing is killing Hamas fighters and
destroying their military infrastructure. So it is time for them to move.

Source: https://adamtooze.substack.com/p/chartbook-245-gaza-beyond-de-development
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