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Executive Summary

The humanitarian outlook for the occupied Palestinian territory (oPt) looks extremely bleak and is
predicted to worsen dramatically in the coming months. Faced with this situation, the United Nations
and select non-governmental organisations have taken the unprecedented step of revising their
appeal for humanitarian assistance to Palestinians from $215 million to $385 million.

This revised emergency Appeal is aimed at helping the most needy — particularly children who make
up half the Palestinian population. There is a need to extend basic health needs, depleted medical
supplies, an increase food relief and create temporary jobs that are urgently needed.

It cannot — nor does it aim to — replace the comprehensive range of services provided by the
Palestinian Authority (PA). Humanitarian assistance can plug some of the gaps as they emerge to
help support a continuation of services. It can cushion and slow a deepening of the humanitarian
crisis, but it cannot prevent it.

This emergency revision is in response to the impact of the fiscal crisis facing the PA and its negative
effect on the population. Following the Hamas victory in the Palestinian Legislative Council (PLC)
elections in January, Israel halted the transfer of Palestinian Value Added Tax (VAT) and customs
taxes it is obligated to pass over which comprise around half of the PA monthly budget.

Western donor funding was also suspended to the new PA pending its agreement to Quartet
principles relating to non-violence, the recognition of Israel and an acceptance of previous
agreements. In addition, the banking sector, fearful of litigation, has effectively frozen PA and some
private sector accounts.

PA revenues have dropped by 75% compared with 2005 and salaries to over 152,000 PA employees
have not been paid since March. These civil service wages directly support another one million
people, or more than 25% of the Palestinian population. Survey data indicates that after only two
months of going without salaries, PA employees have grown poorer more quickly than the general
population.

GDRP is estimated to fall by 27% by the end of 2006 and poverty predicted to rise sharply. Around 70%
of Gaza's potential workforce, for example, will either be out of work or go without pay — made up of
the 40% currently unemployed, the loss of PA salaries and further job cuts through the contraction of
the economy and the loss of work in Israel.

The lack of salaries and essential supplies will undermine the delivery of key services that served the
bulk of the Palestinian population. The PA operates 62% of primary health clinics, all the major
general hospitals, 75% of primary and secondary schools and provides social and relief services to
45,000 families who are chronically unable to support themselves.

Israeli-Palestinian violence continues with a mounting death toll on both sides. A combination of power
struggles within and between security services compounded by the non-payment of security sector
salaries is leading to an increase in internal insecurity, civil disorder and factional violence. A rise in
criminality and lawlessness will further undermine private investment and could jeopardise aid
deliveries.

The fiscal crisis comes hard on the heels of tighter restrictions on Palestinian movement — that Israel
notes are needed to protect its citizens against militant attacks — which have further fragmented the
oPt and hampered economic growth. UN attempts to deliver humanitarian assistance have also been
interrupted.

Palestinians and their goods are no longer able to move freely within the West Bank and are banned
from entering many areas such as the Jordan Valley. Imports into Gaza from Israel are functioning at
minimal levels and exports in the past two months have dropped to just six trucks a day."

In late 2005 when the UN’'s Appeal for 2006 was launched requesting $215 million, the outlook
appeared more positive. To date, $71 million of that Appeal has been funded, or only about 36% of the

! Between 1 April — 29 May 2006 according to PalTrade.



total requested. This revised Appeal, builds further on the original key elements. It is founded on a
coordinated approach by participating organisations and Palestinian counterparts to ensure the
successful targeting and reaching of Palestinian people most in need.

Although UN agencies are appealing for funds, it is recognised that under the Fourth Geneva
Convention, Israel as the occupying power, bears the legal responsibility for the welfare of the
Palestinian population. The Quartet noted in May 2006 that the “PA must fulfill its responsibilities with
respect to basic human needs ... and provision of services”. Over the past decade, the PA has fulfilled
this role with the assistance of the international community. However, should the PA be unable to
provide basic services to the Palestinian population, it could result in a renewed emphasis on Israel’s
legal responsibilities.

Most of the new funding being sought is in the sectors of temporary jobs and cash assistance to the
most vulnerable, medical supplies to PA institutions and food to the growing ‘most at-risk’ groups
identified by UNRWA and WFP. It will alleviate some of the worst effects of the deepening
humanitarian crisis, but a lasting solution lies in a fully functioning PA and the easing of movement
restrictions on Palestinians.

Focus on Additional
Requirements per Sector

CAP 2006 Financial

Requirements
- 31 May 2006 -

Emergency Jobs / Cash
Assistance (+ $ 73.5 million)

Total CAP Revised Requirements
$ 385 million —— Health (+ $ 39.9 million)

—— Food (+ $ 30.8 million)

—— Agriculture (+ $ 10.5 million)

CAP Original Requirements Coordination / Emergency
$ 215 million Capacity (+ $ 6.4 million)

—— Education (+ $ 4.2 million)

E N Psychosocial Support (+ $ 2.3 million)
=) —— Water (+ $ 1.8 million)

CAP Funding Received
$ 71 million (36%)
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1.1. Reasons for the Humanitarian Decline

1.1.1. Increased Israeli security and other access measures

Internal and external closures

Restrictions on Palestinian internal movement have increased. In the West Bank, the numbers of
roadblocks and checkpoints have increased from a low of 376 immediately prior to Israeli
disengagement in September last year to 515 in mid-May 2006.° OCHA observed as early as August
last year that inter-regional movement was increasingly difficult for the vast majority of the West Bank
population (Figure 1) as a combination of checkpoints, physical obstacles and a permit system had
effectively trisected the West Bank, leading to an increase in transportation costs. In 2006, OCHA has
reported that movement within regions has been further restricted with the creation of enclaves that
has lead to the isolation of Palestinian communities.’

Figure 1: Reasons for difficulties in accessing workplace for West Bank residents

Inability to obtain permit to move within the West Bank 58%
Inability to obtain permits to travel to Israel and East Jerusalem 66%
High transportation costs 46%
Physical obstacles within the West Bank 78%
Physical obstacles preventing access to Israel and East Jerusalem 64%
Increased travel time 46%

Source: IUED Poll 10 (unpublished data, May 2006)

Access to basic services and markets is curtailed as a result of Israel’s increased security and access
restrictions. A poll conducted by the Institut universitaire d’études du développement (IUED) of the
University of Geneva® in April/May this year — just two months after PA salaries stopped — found that
almost one-third of respondents (31.4%) who did not access health services stated that this was due
to closures and the West Bank Barrier.

Israel continues to separate itself from the West Bank and Gaza Strip. This includes the severe limiting
of access and permits for Palestinians to work in Israel that, prior to the intifada, was a major source of
income to Palestinians® (Figure 2).

Figure 2: Erez crossing — Average daily labour movement
Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May
05 05 05 05 05 05 05 06 06 06 06 0610
Workers to Israel 3,588 = 1,767 281 137 0 1,200 1,502 707 3698 1,161 0 0
Traders to Israel =~ 362 175 168 120 0 104 73 42 155 56 0 0
Source: Palestinian National Security Forces

Karni crossing — the principal point for goods entering and the only points for goods exiting the Gaza
Strip - has been subject to frequent closure throughout the first four months of 2006. Israel cites
security concerns for the closure of the crossing which has led to Karni being closed for 44% of the
year or a total of 59 days, as of 30 May.™* The sporadic opening of Karni throughout much of 2006,
during March in particular, led to essential food commodities, including wheat flour, fruits and dairy
products, being unavailable or in short supply. Even when Karni has been open, successive closures
have meant that imports have been meeting daily requirements only and stockpiles remain depleted.

® UN, Thirteenth report on the Implementation of the Agreement on Movement and Access, 23 May 2006.

" OCHA, Territorial Fragmentation of the West Bank, May 2006.

® Since 2001, UN agencies in the oPt have funded the IUED to conduct a poll on Palestinian perceptions of their living
conditions. This data can be used to analyse changes in the situation over time and is one of the few sources of currently
available information on the situation in 2006.

° External closure on the oPt had been imposed between 16 December 2005 and mid-January 2006. A comprehensive external
closure of the oPt was instituted on 12 March, originally coinciding with the Jewish holiday of Purim..The closure for all workers
and traders with valid permits to enter Israel remained in place in the West Bank until 8 May and is still enforced in the Gaza
Strip

1% As of 26 May 2006.

™ This does not include partial closure days, such as days with limited opening hours and/or days in which the crossing was
only open in one direction i.e. only for imported goods.



The Gaza export market has been devastated because of Karni’'s closure. The average daily number
of truckloads of goods through Karni crossing was just six truckloads a day in the last two months.™
The Palestine Economic Development Company (PEDC), for example, that was established to use the
former settlement greenhouses, has exported less than 20% of its produce since 1 January 2006 and
estimates its losses to be more than $9 million. The Palestine Trade Centre (PalTrade) has estimated
daily Palestinian export losses at $600,000. The frequent closure of Karni is despite the 15 November
Agreement on Movement and Access (AMA) which set a daily goal of 150 truckloads of exported
goods by 2005.

The West Bank Barrier

The construction of the Barrier in the West Bank has progressed rapidly."®> On 30 April 2006, the Israeli
Cabinet approved a revised route of the Barrier that it has stated is designed to prevent militant
attacks on Israeli civilians.’* Once completed, the total length of the new Barrier will be 703km
compared with 670km of the previous route, of which 362km have been completed.”™ This route
includes the sections around the Ma'ale Adumim settlement and the Ar'iel and Emmanuel ‘fingers’.
Just 20% of the Barrier’s route runs along the Green Line (1949 Armistice Line) — the remainder lies
inside the West Bank, up to 22 km at the point around Ar’iel settlement bloc.

Contrary to the Gol’s statements that the Barrier will not result in changes in land ownership or access
to land divided by the Barrier, Palestinian movement through the Barrier has become more restricted,
with new controls on eligibility for applications to access land in the ‘closed areas’ between the Green
Line and the Barrier and the unreliable operation of the Barrier gates.16 The viability of livelihoods
based in the area between the Green Line and the Barrier is increasingly in question. According to the
latest IUED poll, 5% of the West Bank population has been forced to move due to the impact of the
Barrier.

In 2006, the IDF has continued to requisition land for new and expanded IDF infrastructure such as
checkpoints and road barriers and for fences and buffer zones around Israeli settlements.’

The latest poll conducted by the IUED found that one in four West Bank Palestinians are separated
from their relatives by the Barrier (Figure 3).

Figure 3: Impact of the Barrier on Palestinian livelihoods

40% 02005
W 2006

30%

20% -

10% +—

0%
Separation from  Separation from  Prevention ofjob  Cutting land from  Difficulty accessing Difficulty marketing  Difficulty farming  Increased the price Difficulty obtaining
relatives land access water basic senices agricultural of inputs and some food items

produce transport

Source: IUED Poll 10 (unpublished data, May 2006)

2 Between 1 April — 29 May 2006 according to PalTrade.

% The Barrier consists of a combination of ditches, trenches, road barriers, razor wire, electronic fences and concrete walls. The
Head of the Knesset Economics Committee estimated that the Barrier will cost $3.4 billion. For further analysis of the
humanitarian implications of the revised Barrier route, see OCHA Preliminary Analysis of the Humanitarian Implication of April
2006 Barrier Projections, (June 2006, forthcoming).

* The route of the Barrier was particularly changed in Qalgiliya and Salfit governorates resulting in creation of two ‘fingers’
around the Ar’iel bloc in the northern West Bank. By creating two fingers instead of one, the new Barrier route forms three
territorially continuous areas between settlements deep inside the West Bank and Israel. The new route creates one new
enclave with a Palestinian population of over 11,500. In addition, an area of West Bank land, home to 36,300 Palestinians, is
now located between the two settlement fingers and with limited access in and out of the area.

'* As of 30 April 2006, 362km (51%) of the Barrier has been completed, and 38 km (13%) is under construction.

* OCHA, Humanitarian impact of the West Bank Barrier Update No. 6 Crossing the Barrier Palestinian Access to Agricultural
Land (January 2006).

' Data obtained from Israeli military requisition orders reported in the OCHA Weekly Briefing Notes.



Figure 6: Poverty rates in the oPt (2001-2006)
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Source: IUED Polls 3-10

As of today, initial findings from UN monitoring of the impact of the PA fiscal crisis reveal that the non-
payment of salaries makes it is difficult for PA employees to afford transportation to get to work.*
Furthermore, the UN has observed that some women employees are no longer able to afford
childcare, increasing the likelihood that they will stop working. Schools, hospitals and clinics are facing
problems recruiting new staff because of salary non-payment. Some universities, according to UN
monitoring, have reported a fall in student attendance this term because of growing levels of poverty,
leaving the institutions increasingly unable to meet running costs.

With one-quarter of the Palestinian population relying on the PA salaries of the breadwinner, the non-
payment of wages is already having a negative impact. The household dependency ratio jumped at
the beginning of 2006. A Gazan household has come to support, on average, one additional person in
the last three months, further stretching scarce household resources.* At the same time, the cost of
living has increased by 3.2% in the last quarter.®

The loss of salaries reverberates in the local economy and society, which is starved of cash. The latest
IUED poll revealed that the feeling of security has fallen throughout the oPt but most markedly in East
Jerusalem.** The main reason for falling levels of security, identified by 45% of respondents (a
dramatic rise from 25% in 2005), is the lack of socio-economic improvement. Throughout the oPt, poor
socio-economic conditions are identified as the number one reason for insecurity over and above the
Israeli military occupation. This is because, in relative terms, the economic squeeze felt by households
due to the steady separation of Israel from the oPt and the PA fiscal crisis has become more
prominent.®> Local banks are applying new restrictions on loans due to the reduced capacity of
borrowers to repay. Private sector services have become unaffordable to many.36 Patients, for
example, are relying more on already-stretched PA and UNRWA basic services. UNRWA has reported
a six-fold increase in applicants for its West Bank job creation programme.

According to a recent poll by the IUED, the number of people who cannot rely on income to obtain
food has increased since last July from 14% to 17%. Food insecurity®’ is predicted to increase by 14%
to 51% by June 2006 due to a combination of factors including the PA fiscal crisis, extended closures,

* The first monthly UN ‘Humanitarian Monitor’ report for May will be available in mid-June.
% PCBS, Labour Force Survey, April 2006. Between Q4 2005 and Q1 2006, the dependency ratio by 0.5 and 0.9 of a
gercentage point in the West Bank and Gaza Strip respectively.

PCBS, Consumer Price Index, Q1 2006.
% In the West Bank, 39% of respondents felt secure (a drop from 50% in 2005), in Jerusalem governorate, 44% felt secure
gdown from 65% in 2005) and in the Gaza Strip, 50% felt secure (a fall from 56% in 2005).
® In 2005, the military occupation was the principle reason for insecurity throughout the oPt, mentioned by 52% of respondents.
In 2006, 11% of respondents stated that it was a reason for their insecurity. The shift in the reason for insecurity from being
military occupation to lack of socio-economic improvement is most evident in the Gaza Strip.
% Some western donors see the private sector as an alternative funding channel to create new services and provide new jobs.
This approach may be misguided (OCHA, Humanitarian Update, April 2006).
*“Food security exists when all people at all times have physical and economic access to sufficient, safe and nutritious food to
meet their dietary needs and satisfy their food preferences and thus conduct a healthy and active life. (World Food Summit
1996)”



market disruption, the exhaustion of coping strategies and the avian flu outbreak.*® WFP field staff
report a dramatic increase in pressure at the distribution point from people wanting food. Half of
respondents to the IUED poll who received assistance stated that the role of assistance in the
household budget had increased in the past six months.

1.2.2. Vulnerable groups

Certain household types emerge as particularly vulnerable in the deteriorating humanitarian climate
due to low incomes and insecure work. These households are vulnerable because they are less likely
to possess the resources to seek out alternative private services no longer provided by the PA and
consequently face higher food insecurity levels.

e Households whose breadwinner is a worker in Israel and lost his income as a result:

Prior to this closure approximately 7,218 workers and 7,671 traders from the West Bank had valid
permits to enter Israel and 4,979 workers and 510 traders in the Gaza Strip. Prior to the intifada,
150,000 Palestinian workers were employed in Israel. These households are threatened by the
potential loss of livelihoods.

e Households supported by a PA employee:

Approximately 25% of the Palestinian population depends on a breadwinner's PA salary (including
37% of all employed persons in the Gaza Strip and 14% of all employed in the West Bank). These
salaries are now under threat. Particularly vulnerable are those with low incomes and low skill levels,
such as municipal cleaners, guards and security personnel.

e Households with members who are social hardships cases:

These include households with members engaged in Ministry of Social Affairs (MoSA) emergency job
creation programmes and 45,000 who receive relief assistance from MoSA. These recipients risk
losing a vital source of income. Social hardship case households may also include members affected
by chronic diseases. Their access to long-term treatments, including the treatment of cancer relies on
Ministry of Health (MoH) services, which are jeopardised in the coming months. Households with high
dependency ratios are also more vulnerable because they have heightened nutrition needs and poor
income sources.

e Households with breadwinner dependent on petty trade and agriculture:

These households are expected to suffer because of the liquidity crisis in the local economy and
intensified Israeli closures. The vulnerable farming households include: i) farmers exporting goods
from the Gaza Strip and approximately 65,000 family farmers who cannot procure agricultural inputs;
ii) farmers in areas of high horticultural potential such as Tulkarm, Qalgilya and the Jordan Valley,
includinggthose who cannot afford agricultural inputs and, iii) farmers experiencing the drought in
Hebron.

Against this background, certain groups of women, young people and children face specific
vulnerabilities when seeking work and accessing services.

e Women

The loss of the (often male) breadwinner's income has meant that women frequently seek out
alternative income-generating opportunities. However, they often lack work skills and experience and
may be marginalized from access to resources and services. In addition, pregnant women and
lactating mothers are particularly vulnerable to food insecurity. Pregnant women with complicated
pregnancies are also at risk of not receiving the medical care that they need.

e Young people (18-24 years):
Young people are more affected by rising unemployment with about 40% of youths aged 15-19 years
are without jobs in the oPt. Particularly vulnerable are those without a university degree.

% FAO/WFP Food Security Update. For more details on the avian flu outbreak and humanitarian response, refer to the oPt Inter-
agency framework for Avian Flu and Pandemic Response (May 2006). This revised appeal does not include the response
package to the needs generated by the Avian Flu outbreak, developed separately by WHO, FAO, UNICEF, UNDP, WFP and
UNFPA.

% Officials in Hebron’s Ministry of Agriculture in March 2006 estimated that 80% of Hebron governorate is drought-stricken. On
average, eastern and south-eastern parts of Hebron governorate have received 63% annual average rainfall in the hydrological
season.
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e Children:

The number of children arrested or detained in Israel has increased from 319 in January to 371 in April
2006. Children from Ramallah and Nablus make up almost half the detained children. Children are
expected to be at risk of school drop-out due to pressure to earn an income. Children psychologically
harmed by the violence will be increasingly unlikely to receive the mental health services they need.
Children under the age of five years are particularly vulnerable to food insecurity. Children with
illnesses that receive MoH care will be vulnerable.

1.3. Coping with the Crisis at the Local Level

1.3.1. Palestinian Authority

The PA provides core services used by the bulk of the population, including 75% of schools and 62%
of primary health clinics. UN field reports point to the onset of the crumbling of health, education and
welfare systems and threats to public health emanating from the breakdown of utilities, such as water
wells, storage and distribution networks, solid waste disposal and sewage services.*’

The PA's provision of relief services to families that are chronically unable to support themselves has
come to a halt. Job creation projects operated by the Ministry of Social Affairs (MoSA) have stopped
for the past three months, with the result that the poorest sections of the population are deprived of
income. Monthly cash subsidies provided by MoSA have not been received by social hardship cases
since February (approximately 45,000 Palestinians families are supposed to receive monthly cash
subsidies from MoSA).

UN monitoring reveals that shortages in food are reported in PA institutions such as prisons and
hospitals due to funding shortfalls. For the same reason, shortages in fuel and cooking gas, including
that supplies to hospitals and Ministry of Health vehicles, have been reported. In Hebron, Ministry of
Health workers were unable to visit 74 primary health care centres in May because petrol stations
stopped providing MoH vehicles with fuel.

Hospitals are facing shortages of drugs™, including those treating chronic diseases, anaesthetics,
intravenous infusions and other medical supplies. It is reported that 77 essential drugs are already out
of stock or will be within the next six months. Consequently, some hospitals are economising by
reducing the number of operations performed to the most urgent cases. Fewer patient referrals to
Egypt and Israel have been made by one Gazan hospital due to the high cost incurred by the hospital.

1.3.2. Household coping mechanisms

With the severe weakening of the PA, alternative coping mechanisms are being employed. For
example, some doctors are working in clinics closer to home to reduce transport costs. In the Gaza
Strip, two health care workers’ shifts are being folded into one to cut the number of journeys made by
staff to reduce transport costs.

Households report increasing reliance on negative coping strategies such as reducing expenditures,
not paying bills and using savings (Figure 7). Households in deep poverty reduce expenditures more
than households of other socio-economic groups — 85% of households in deep poverty reduce
expenditures as a coping strategy, compared to 55% of households above the poverty line. PA
employees’ reliance on coping mechanisms has increased to a greater extent than in the population
generally — particularly the non-payment of bills and reducing expenditures.

“ For example, the Palestinian Water Authority and municipalities’ monitoring system will be undermined due to fiscal
constraints. In addition, the Joint Water Committee involving Palestinian and Israeli officials has stopped meeting and as a result
more water projects are put on hold, further weakening the Palestinian population’s ability to access safe water in acceptable
guantities.

“! It is reported that 77 essential drugs are already out of stock or will be within the next six months.
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Figure 7: Reliance on coping mechanisms in the oPt

2005 2006
Overall population PA employees Overall population PA employees
Reducing expenses 61% 52% 72% 69%
Not paying bills 44% 33% 55% 60%
Buying on credit 55% 50% 55% 60%
Using past savings 38% 34% 53% 51%

Source: IUED Polls 9 and 10 (unpublished data, July 2005 and May 2006)

However, the ability of these mechanisms to buffer the worst effects of the crisis should not be
overestimated. According to the recent IUED poll, 20% of respondents stated that these coping
strategies had already been exhausted and a further 33% stated that they would soon be exhausted.
The same poll found that since 2005, people’s ability to keep up financially has diminished. Many of
those who said that they could keep up financially as long as it takes, are now saying that they can
keep up for a few months only. Likewise, many of those who were barely managing in 2005 are now in
a serious condition and do not know how to cope, a drop most evident in the Gaza Strip.

Figure 8: Distribution of available means to retrieve hardship among levels of poverty

100% O still available
@ soon exhausted
80% - m already exhausted
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Source: IUED Poll 10 (unpublished data, May 2006)

After at least five years of hardship, household assets and capacities have, to a large extent, been
drained. Credit from shops — a vital form of household survival used to buy food and other essentials
and particularly among those made unemployed during the intifada® — is being cut by shopkeepers
who no longer trust PA employees’ ability to repay. UN monitoring reveals that in the Gaza Strip,
Palestinians are buying less over the counter medication because of its cost and are making hospital
visits instead.

1.3.3. Private sector

Since the election of Hamas and the withdrawal of donor funding from the PA, the private sector has
emerged as a likely recipient of foreign aid.** However, the capacity of the private sector to replace the
PA as a service provider in any meaningful way is extremely limited. Only 12% of schools, 39% of
hospitals and 12% of primary health clinics are run privately.** Whether or not it is desirable to rely on
the private sector as the major service provider also remains questionable. Nevertheless, the
prohibitively high cost of accessing private services puts them beyond the means of a population
increasingly short of jobs and in need of financial help. And many of those who previously were able to
afford private sector services are now resorting to government-run services, adding to the pressure on
resources.

Similarly, the capacity of the private sector to absorb those who lose work in the PA is limited. Most
Gazan workers who lost employment in Israel have failed to find alternative work in the local economy.
Gaza's local private sector — which provides 56% of all jobs — is too small to absorb new workers.

“2 OCHA, Humanitarian Update, May 2005.
3 OCHA, Humanitarian Update, April 2006
“4 Data from Ministry of Education, 2005-2006; Health Care Providers and Beneficiaries Survey, (PCBS 2005).
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Wageshswhich are already considered to be low, would fall further still with any increase in labour
supply.

1.4. The Most Likely Scenario for 2006

The current situation has deteriorated to a far greater extent than forecast in the 2006 CAP which
stated that the worst case, and most likely, scenario would be a gradual worsening of the humanitarian
situation in 2006. This revised CAP anticipates that the significant intensification of Israeli access and
security measures and the fiscal crisis faced by the PA will lead to serious deterioration of the
situation.

The tightening of Israel's access and security measures, including closures, continue at the intensified
level that has been witnessed in the first half of 2006. The new Hamas government is unlikely to
accede to the Quartet’s principles and, in this event, western donors are expected not to fund the PA
directly. The non-transferral by banks of existing or any future funds is likely to remain a serious
constraint. Nevertheless, some limited funds are expected to find their way into PA coffers preventing
its complete collapse. Between $10-15m monthly tax and customs transfers withheld by Israel are
likely to be released for the payment of PA electricity and water bills while the remainder continues to
be held back. Alternative funding mechanisms, namely the Quartet-established Temporary
International Mechanism (T.1.M.), could support limited core services. *°

According to these assumptions, unemployment is expected to almost double in 2006. Poverty is
predicted to increase markedly, as will factional feuding and social unrest. Palestinian GDP growth is
projected to plummet by 25% and real per capita GDP to fall by 27%. With the loss of livelihoods
based on employment in Israel and with the PA, and the increasing risks associated with local
entrepreneurial enterprises, Palestinians are likely to resort to negative coping mechanisms, such as
reducing expenditure, with detrimental repercussions for food insecurity and access to services.

“* OCHA forthcoming report, June 2006.

* The World Bank (Economic Update and Potential Outlook, 15 March 2006) developed slightly different
scenarios but which assumed similar funds reaching the PA. This section uses the economic outcomes developed
by the World Bank.
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Revised Sector Strategy

Food Aid

In the current context, food aid will have to be increased. Food assistance to non refugees through
WFP currently assists the most needy food insecure people in both Gaza Strip and the West Bank
through a combination of free food distributions, Food for Work/Training and institutional feeding.
WFP currently aims to assist 480,000 beneficiaries and this caseload is being revised upwards to
600,000 (throughout the remainder of 2006) in order buffer the most vulnerable from the sharp rise in
food insecurity and respond to increased needs. This is aimed at reducing the impact of the crisis on
their livelihoods and helping to prevent exhausting of coping mechanisms/ increasing use of negative
coping mechanisms. WFP will also retain emergency stocks to respond to any further escalation of the
food security situation. Also in line with the interagency multi —sectoral response to the outbreak of
Avian influenza in oPt, WFP will provide supplementary canned fish/meat to the food basket targeting
the poorest non refugee families in the Gaza Strip to compensate them for the loss of poultry -the
cheapest source of animal protein.

UNRWA are planning to increase the emergency caseload from 210,000 refugee families in the Gaza
Strip and West Bank (1,075,000 persons) to 240,500 families (1,226,000 persons). The expansion of
the programme is aimed at providing assistance to those most affected by the PA's fiscal crisis and
increased movement restrictions, to counter problems of inadequate nutrition and economic

access to food. UNRWA is also seeking to procure buffer stocks for one round of food assistance in
Gaza (to 158,000 refugee families) to counter the effects of expected closures at Karni which have led
to delays in the implementation of the food aid programme over the course of the intifada.

Livelihood Support

Oxfam will support poor small scale livestock farmers in the West Bank through water and fodder
distribution in response to the drought in Southern Hebron (2,750 beneficiaries and 27,500 animals).
Oxfam will also conduct small livelihood projects in Southern Hebron and Gaza Strip (21,800
beneficiaries.

Rural support to women

Training and financial support to isolated rural communities who are vulnerable to severe destruction
and/or isolation with the aim of creating assets, building skills and improving agricultural and income-
earning opportunities.

Further food security responses

Changes will be needed in both the quantity and frequency of food aid distributions if the current
humanitarian crisis worsens, based on current monitoring tools and assessments. Composition of the
food aid ration may require an increase in protein intake, particularly for children under 5, lactating and
pregnant mothers. However, the actual WFP programme response will depend upon contextual
factors, such as security and access, the implementation capacity of partners and resource
constraints.

Future non-food response, such as cash voucher schemes, should be explored for urban areas in
order to improve consumer purchasing power (food access), and in turn, support local markets and
shopkeepers.

WFP and FAO will be conducting a Comprehensive Joint Food Security Assessment in August 2006

to revise target groups and priority areas of intervention. Based on this assessment, and the wide
ranging impact of the current crisis on food security, a range of new approaches may be required.
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2.3.3. Agriculture

Sector Situation Update

The significantly important role of the agriculture sector*’ in the Palestinian economy and food security
is highly jeopardised by the currently degrading situation, as is its shock-absorber function for rural
families in times of economic crises. The many problems faced by the agriculture sector since the
beginning of the conflict have been considerably aggravated since the beginning of January 2006, as
a result of the combination of the factors described below. This has severely disrupted markets and
negatively impacted food security in the oPt, jeopardising the livelihoods of the farmers - and
consequently of the most vulnerable Palestinian populations.

Increased restrictions in the movement of people and good

The significant increase in the number of checkpoints in the West Bank (from 376 in August 2005 to
515 in mid May 200648), the increasingly frequent closure of the Karni crossing into the Gaza Strip49
and the extension of the Barrier by the Gol have drastically impacted the movement of populations
and goods within the oPt and to Israel. Similarly, it undermines the work of support institutions and
their reach to the most vulnerable populations. Moreover, the unreliable movement of goods
represents a major obstacle to markets for agricultural products, as most of the goods exported are
perishable items (strawberries, tomatoes, flowers and carnations). Farmers’ reduced access to
markets (Palestinian, Israeli and international) generates high losses (mainly for Gazan farmers) and
massive distortions and variations in price for seasonal commodities (especially for urban traders),
which in turn create strong repercussions on both food security and agricultural activities by farmers.
The construction of the Barrier continues damaging land, destroying trees and the environment,
impeding markets, generating unemployment and increasing poverty and food insecurity. It has
recently been reported that poverty rates have raised dramatically in Palestinian rural communities in
the last few months, especially in the Jenin District

Increased restricted access to land and water resources

The closures, confiscations and destructions of land®, wells and agriculture water harvesting cisterns
result in an increasingly risky and difficult access to water. This is of particular concern in areas of high
horticultural potential, such as Tulkarm/Qalqgilya and the Jordan Valley. The combination of these
factors with the control of Gol over water resources and the decline of annual rainfall (mainly in
rangeland areas) seriously threaten the continuation of agricultural activities.

PA financial crisis

The PA salary crisis following the January elections means a lack of local purchasing power/cash,
disrupting local markets, labour and the overall trade and economy in the oPt. This will severely
impact the agriculture employment market.

The technical assistance and monitoring provided by the MoA in the oPt would be undermined further
should the PA fiscal crisis continue. Farmers will lose the regulatory and advisory functions performed
by the MoA’s extension agents in the field, exposing them to private sector pressures, which could
generate further environmental impacts (e.g. mis-use of pesticides) and negative economic
consequences for the farmers.

Massive recession of the Palestinian economy

" In 2005, the agricultural sector was ensuring job opportunities and employment to 136 383 workers and 14 000 private
business establishments. Its contribution to employment had risen from 13% in 1995 to about 16% in 2005. Agriculture has
provided work for more than 39% of those working in informal sectors and supports a significant proportion of Palestinian
families who cultivate their lands for livelihood. Nitham Ataya, 2005, Agriculture is a Key Pillar in the Palestinian Economy,
Zalestinian Agricultural Relief Committee (PARC); Needs assessment framework, Food Insecurity, 2006, UN Agencies.

OCHA.
49 OCHA reported in April 2006 that the Karni crossing was closed for nearly 60% since the beginning of the year.
%0 According to the Ministry of Agriculture, a total of 79 270 dunums of fruit trees, greenhouses and fruit and vegetable in open
field was confiscated and/or destroyed in the oPt between September 2000 and April 2005, with a total estimated loss of
US$340 million.
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The closure of Karni crossing into the Gaza Strip has already resulted in high losses for Gazan
farmers. The loss of export capacity generated a surplus of agricultural goods in the market during
early 2006. The prices have consequently dropped so low that they no longer cover costs of
production (transport and labour). The Palestinian Trade Centre (PalTrade) has estimated daily export
revenue losses at approximately $ 600 000 per day. Moreover, the banking crisis will have devastating
consequences on the Palestinian economy, which conducts nearly 90% of its trade with and though
Israel®*. Without the corresponding banking agreements with Israeli banks, Palestinians banks that
conduct the trade between the private sectors of both sides will be incapable of facilitating modern
trade and will no longer be able to deal with the global banking system. Trade between Israel and
Palestine will be gravely affected®. This, combined with the current cash crisis - with the Israeli Shekel
in short supply in the oPt - threatens to collapse the private sector of the Palestinian economy.

Disruption of labour market

The private sector starts to feel the impact of the lack of liquidity and the diminished purchasing power.
In addition to increased external closure of the oPt, work permits issued by the Gol have decreased
and will continue doing so following the Gol policy to phase out by the end 2008. Furthermore, the
terminal at Karni crossing generally provides work for 4,000 Palestinian workers and 300 truck
drivers - who do not receive their salaries when Gazan produce is not sold due to the closure.

Lack of access to agricultural inputs, especially in the Gaza Strip

Following the repetitive closures of the Karni crossing, the 65,000 family farmers in the Gaza Strip are
unable to procure basic production and agricultural inputs imported from lIsrael, such as seedlings,
chemicals, plastics, irrigation equipment for the upcoming seasons. Most of them have a seasonal use
and must be ordered in the spring and summer. Normally, in the Gaza Strip, assistance is provided by
the Agricultural Cooperatives that purchase production inputs for their 20,000 farmer-members and
collect payment at harvest time. However, following two consecutive seasons of losses due to the
Karni closure, the Cooperatives lack the financial means to do so for the upcoming 2006/07 season.
These inputs are required to prevent a mass collapse of the food production system and of the
livelihoods of farmers as well as a further market disruption.

Disruption of food markets

As a result of the combination of all the above-mentioned factors as well as the fragmentation of the
West Bank, the increasing isolation of the oPt, the high transaction and transport cost and the trade
and tariff barriers imposed by the Gol on agricultural Palestinian products (that heavily reduce their
competitiveness), retailers in poor and isolated areas are unable to secure food supplies. Moreover,
there are frequent reports of Israeli products over-floating Palestinian markets. In the Gaza Strip, the
PA department of fisheries has announced that, should the fishing zones allowed by the Gol remain
unchanged, over-fishing would threaten the overall fishing industry of becoming unviable by October
2007°. This would in turn severely compromise the employment of the 35,000 people reliant on the
industry in the Gaza Strip and create serious food security and nutrition concerns.

Avian influenza (Al) outbreak™

The Al outbreak that occurred in the Gaza Strip during March and April is currently under control,
following the culling of 399,315 birds in 45 farms and the implementation of several human and animal
health related measures. However, in the current environment and due to the specificity of the Gaza
Strip, the virus threatens to have considerable impacts in terms of socio-economy, public health,
agriculture and nutrition, should new outbreaks occur. It could generate a dramatic humanitarian
situation and a severe economic decline. The poultry industry viability, already compromised since
2002 by the ongoing situation, has further been severely impaired by the Al crisis, particularly by the
loss of consumer confidence. Due to the overall economic decline, the viability of this sector cannot be
restored in a foreseeable future. With the aim of urgently addressing this particularly pressing issue, a
UN inter-agency framework for Al and pandemic response in the oPt was developed separately from
the CAP revision.

5! Israeli/Palestine Center for Research and Information, 22 May 2006.

52 The PA imports from Israel the equivalent of billions dollars a year and exports to Israel US$1 billion a year.

53 WFP Market monitoring on Avian Influenza and fisheries, 1 April 2006.

* UN agencies and relevant partners are addressing the Avian Flu situation and subsequent needs in a separate response plan
and appeal.
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The decrease of availability of food supplies on markets (especially staple food commodities)
increases the food insecurity and leads to negative coping strategies and potentially to nutritional
imbalances.

Revised Sector Strategy

It is of utmost importance to invest in Palestinian agriculture in order to tackle some of these issues
that dramatically affect the agricultural sector and the populations who depend on farming livelihoods.
The agricultural sector in the oPt, flexible by nature, is a source of sustainable employment, income,
economic stimulation, food security and nutrition for a considerable portion of the Palestinians and has
represented the main coping mechanism in rural areas. Moreover, a large proportion of the basis for
food aid is locally procured. Investing in agriculture will also increase employment opportunities for
women and will empower them economically, especially in rural areas.

Projects of FAO/UNDP-PAPP and the NGOs Centro Regionale d’Intervento per la Cooperazione
(CRIC), JUHOUD for Community and Rural development, PARC and Action contra el Hambre (ACH)
are addressing the most urgent agricultural needs faced by the Palestinian farmers - including women
and Bedouins: emergency employment generation through land development activities; support to
fishermen in the Gaza Strip to restore their activities following the disengagement; emergency relief for
most vulnerable farmers and restoration of a minimum capacity of horticulture production, animal
husbandry and marketing. Supporting farming households is expected to directly improve women and
children’s nutrition, while expanding the productive base for vulnerable families and containing
humanitarian workload upscale. Diversification and self-sufficiency at household and community levels
will be supported through the implementation of the projects, as well as local production and markets
revitalization. The projects aim to help rehabilitate these sectors and improve people’s livelihood and
living conditions by stimulating employment, food production and cash generation, thereby supporting
local economies and reducing poverty, malnutrition and food insecurity.

UNDP and FAO have jointly formulated and will fundraise and implement projects under the revised
CAP in the oPt. This approach aims to combine UNDP’s implementation experience with FAQO’s
technical expertise to enhance the quality and effectiveness of projects. ACH, PARC, CRIC and
JUHOUD for Community and Rural development are also participating to the CAP revision with six
projects for a total amount of US$ 5,075 930.

2.3.4. Health

Sector Situation Update

Since the preparation of the CAP in the last quarter of 2005, several events happened that are
currently affecting the humanitarian needs of the Palestinian people. In particular, the freeze of
financial support to the PA and of VAT transfer from Israel is currently the most worrying situation
faced by the health sector. The crisis facing the MoH includes the following parameters:

- Civil servants salaries have not been paid for the past three months, although currently still
going to work for most part. However, work attendance levels may drop rapidly;

- Stocks of medicines are running short, according to the MoH 77 essential drugs are already
out of stock. The MoH requires $ 4.5 million per month in order to cover non-salary expenses,
such as medicines, consumables and running costs;

- Health services are compromised, the lack of fuel and other operating supplies is already
affecting the capacity of the MoH and health civil servants to continue their normal operations;
large scale programs - for controlling epidemics such as the Avian Flu - will be critically
weakened, with severe consequences not only for the Palestinian population but also for
neighbouring countries.

This will lead to a severe deterioration in the provision of public health services, and will compromise
the integrity of the health system, in addition to the already existing access problems. As a
consequence, the demand on UNRWA services will increase due to an influx of refugee population
which normally uses MoH services. The selection of beneficiaries based on their refugee status —
according to the UNRWA mandate - will create a wide inequity in access to health care.

This situation puts the MoH at a greater vulnerable position when needed to cope with the increased
restrictions in people’s and goods’ access and movement within the West Bank and to and from Gaza,
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including the transfer of material at Karni crossing and the accelerated construction of the Barrier.
Restricted access will contribute to problems in utilisation of services as well as the referral system in
addition to shortages of medical supplies. The availability of approximately 12,000 MoH staff in the
West Bank, will be considerably hampered in areas of the West Bank. The MoH is also in difficulties to
cope with the deterioration in the security situation, as a result of the weak enforcement of law and
order, especially in the Gaza Strip. The situation will also jeopardize the MoH'’s ability to monitor the
emergency context with accuracy.

Within the current situation, the major concern is that a collapse of the MoH will affect the Palestinian
population across all sectors of society equally. However, it is worth mentioning that the population
that was already considered vulnerable at the end of 2005 will have a greater vulnerability during the
coming period. Namely patients affected by chronic diseases, in need of long term treatments —
specifically cancer patients-, complicated cases of pregnancy and delivery and childhood illnesses.
Equally, the concern over the exhausting coping mechanisms of vulnerable groups (poor and
unemployed) has a greater relevance in this context, specifically because if the public health system
cannot provide them services they are least likely to be able to attend private health centers. Also,
concern remains for the areas traditionally affected by incursions: Northern West Bank and Hebron as
well as the increased internal struggle mainly in the Gaza Strip.

In the current situation, a shift towards private provision of health care will be highly detrimental for the
equity, efficiency and quality of care, as it is well known from experiences in similar contexts. In any
case, at its current level of resources, the NGO sector does not have the capacity to absorb in a short-
medium term the huge demand for health care that would emerge from a lack of public services.
Beyond the provision of services, the sudden absence of stewardship of the public authority in
ensuring key functions like monitoring of health status, sanitary controls, early detection and response
to outbreaks, and effective health sector coordination will contribute to the rapid degradation of health
services provision.

Revised Sector Strategy

The set objectives of the CAP 2006 are related to strengthening the public health system and
improving the national capacity to deliver effective, quality services. In the specific context it was
defined for at the end of 2005, humanitarian actions were meant to complement larger development-
oriented interventions, including policy development and health system reform. The withdrawal of
financial support to the PA, and the threat to maintain the functionality of the public health system,
places the need for a reformulation of the objectives for the humanitarian actions towards by
preserving the key outcomes and functions of the public health system, through adopting an aid
strategy that does not undermine the existing system.

In particular, the sector strategy is looking at:

- Supporting the MoH to guarantee universal coverage to health services, by ensuring
availability of sufficient supplies and preserving the capacity of the MoH to provide health
services and maintain its stewardship role.

- Preserve the MoH capacity to maintain the provision of health services, its coordinating role,
its capacity to monitor health status and its capacity to continue working in areas such as
communicable diseases, non communicable diseases, reproductive health, nutrition,
vaccination programmes, emergency preparedness and response and environmental health
programmes.

Providing support to the MoH for logistics management and monitoring of the health emergency
situation on access to quality services and the general health status of the Palestinian population will
be part of the UN role in assistance. UN agencies also have a pivotal role in advocating and conveying
key health concerns to the international community.

Interventions aimed at strengthening areas like maternal health and management of chronic diseases,
which were previously seen within the development framework, are been addressed in the revised
strategy. However, it is important to consider that the proposed response can only be viable if the
salaries of health care workers are paid.
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3. Revised Project Overview

3.1. Breakdown by Appealing Agency

Agency

WFP

UNRWA

UNICEF

UNDP

FAO

OCHA

WHO

UNFPA

UNESCO

UNIFEM

UNHABITAT

UNEP

NGOs

Total

Number of Pro'ects

nita

Financial Requirements

Initial

40,434,157

95,032,432

8,420,454

26,635,740

18,928,000

2,866,100

1,901,746

1,777,000

1,010,000

376,100

657,800

0

17,139,841

215,179,370

Revised Received Unmet
52,238,584 13,477,554 38,761,030
177,029,377 48,734,183 128,295,194
22,650,185 3,306,527 19,343,658
37,200,000 3,432,487 33,767,513
31,940,000 0 31,940,000
3,500,000 1,994,275 1505725
28,090,962 0 28,090,962
5,133,600 250,000 4,883,600
1,548,510 0 1,548,510
510,240 138,000 372,240
3,104,212 0 3,104,212
1,000,000 0 1,000,000
21,753,810 435,000 21318810
385,699,480 | 71,768,026 | 313,931,454

CAP 2006 — Review (31 May 2006)

(June-December 2006)

e eve Revised Revised Unmet
ecto ‘:: " Requireme ding a Nurcr;fber Requirements | Requirements
ie 0 5 ay 06 Projects (million US$) (million US$)
Food Aid
WFP 1 40,434,157 13,477,554 1 52,238,584 38,761,030
UNRWA 2 33,858,520 22,318,926 2 52,242,801 29,923,875
UNIFEM 1 183,600 38,000 1 165,240 127,240
CISP 0 0 0 2 1,187,000 1,187,000
OXFAM-GB 0 0 0 1 638,675 638,675
Total 4 74,476,277 35,834,480 7 106,472,300 70,637,820
Agriculture
FAO 1 440,000 0 1 440,000 440,000
FAO/UNDP 6 18,488,000 0 4 31,500,000 31,500,000
UNDP 2 4,200,000 0 0 0 0
PARC 2 2,922,430 0 2 2,922,430 2,922,430
ACH 1 393,500 0 1 393,500 393,500
CRIC 0 0 0 1 860,000 860,000
JUHOUD 0 0 0 2 837,600 837,600
Total 12 26,443,930 0 11 36,953,530 36,953,530
Water
PHG 6,767,532 210,000 11 2,094,743 1,884,743
ACH 1,470,000 0 3 1,470,000 1,470,000
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UNDP 2 13,435,740 0 2 15,600,000 15,600,000
OXFAM GB 0 0 0 4 4,344,620 4,344,620
Total 6 21,673,272 210,000 20 23,509,363 23,299,363
Job Creation and Cash Assistance
UNRWA tot. 5 59,377,901 24,581,264 5 114,705,528 90,124,264
Job Creation 3 46,554,107 18,332,012 3 86,873,304 68,541,292
g:ssiztance 2 12,823,794 6,249,252 2 27,832,224 21,582,972
UNDP 3 9,000,000 3,432,487 3 21,600,000 18,167,513
ANERA 1 1,192,903 0 1 1,192,903 1,192,903
CHF 1 1,789,750 0 1 1,789,750 1,789,750
HABITAT 1 657,800 0 1 3,104,212 3,104,212
UNEP 0 0 0 1 1,000,000 1,000,000
CRS 0 0 0 1 1,500,000 1,500,000
World Vision 1 850,000 225,000 1 1,500,800 1,275,800
Total 12 72,868,354 28,238,751 14 146,393,193 118,154,442
Health
WHO 6 1,691,866 0 8 27,453,172 27,453,172
UNFPA 3 1,357,000 250,000 4 4,441,000 4,191,000
UNRWA 1 895,593 520,173 3 3,553,360 3,033,187
UNICEF 3 3,360,000 1,200,000 3 12,488,000 11,288,000
MdM-Fr. 2 1,215,200 0 2 591,230 591,230
PMRS 1 376,056 0 1 227,487 227,487
PRCS 1 162,470 0 1 80,600 80,600
Total 17 9,058,185 1,970,173 22 48,834,849 46,864,676
Psychosocial
UNICEF 3 2,000,454 370,000 4 3,425,185 3,055,185
UNFPA 2 420,000 0 2 692,600 692,600
WHO 0 0 0 1 320,000 320,000
MAP-UK 0 0 0 1 122,472 122,472
UNIFEM 1 192,500 100,000 1 345,000 245,000
Total 6 2,612,954 470,000 9 4,905,257 4,435,257
Education
UNICEF 1 3,060,000 1,736,527 2 6,737,000 5,000,473
UNESCO 2 1,010,000 0 2 1,548,510 1,548,510
Total 3 4,070,000 1,736,527 8,285,510 6,548,983
Coordination and Management
OCHA 1 2,866,100 1,994,275 1 3,500,000 1,505,725
UNRWA 2 900,418 1,313,820 3 6,527,688 5,213,868
WHO 1 209,880 0 1 317,790 317,790
Total 4 3,976,398 3,308,095 5 10,345,478 7,037,383
TOTAL 64 \ 215,179,370 71,768,026 \ 92 385,699,480 313,931,454

* Based on financial indications provided by agencies in the field
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4. Appendix

International Committee of the Red Cross (ICRC) Perspective

The ICRC is equally concerned about the deteriorating humanitarian and security situation in the
occupied and autonomous Palestinian territories as a result of the unprecedented political deadlock
since the Palestinian legislative elections in early 2006 and the ensuing cut-off in ties and funding
for the Palestinian Authority. On numerous occasions, the ICRC has clearly stated that, under
international humanitarian law (IHL), the State of Israel is responsible for ensuring that the basic needs

of the civilian population in the occupied territories are met.

If the PA becomes incapacitated to deliver health and social services, humanitarian agencies may
be able to alleviate some of the possible social and economic consequences but they cannot
replace the PA in providing public services. This remains the primary responsibility of the Occupying

Power.

The ICRC already has wide-ranging activities and a broad presence across the West Bank and
Gaza Strip with 13 offices and 120 staff. It will maintain ongoing programmes and priorities as
outlined in the Emergency Appeal for 2006 while at the same time stepping up its protection and
assistance activities in response to emergencies. In particular, it will substantially increase support
for the Palestine Red Crescent Society (PRCS), providing an additional USD 3.9 million for a period of
six months. This will allow the PRCS to continue running its ambulance service, six hospitals in the

West Bank and Gaza Strip as well as over 30 primary health care clinics.

The ICRC is currently working on a revised appeal that is going to be launched on 12 June in Geneva.
This appeal will represent a 25% increase of the ICRC 2006 overall budget in this context and will also

include, among other items, the additional support to the PRCS.
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