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Abstract

This thesis attempts to assess the effects of the second Palestinian Intifada (Al Aksa
Intifada) on the Israeli economy. It specifically seeks to demonstrate the inability of the
Israeli economy to adapt to the new ways of struggle that are different than those forms
of struggle that Israel adapted to during their wars of aggression in 1948, 1956, and 1967
The first chapter will present the historical develonment of the Israeli economy before the
formation of the state. It will also present the ways by which the Zionist movement
emploved the economy to achieve its ideological and political goals and plans in the land
of historic Palestine. It did that initially through continuing waves of Jewish
immigrations from all over the world according to certain specifications. The migrants
initially lived under conditions similar to those of military militias with communal
ownership of the means and tools of production. It may be best to describe the rise of the
settler colonial economy as imposed (planted by force) rather than it being a natural
development of preexisting forces and relations of production.

The Israeli economy since its inception was modern and more advanced than the
Palestinian economy. This advanced modern economy was instrumental in advancine &
political goals of the Zionist movement. The Zionist movement subordinated the
economy to the political agenda and eventually it was transformed into military
productive machinery, which reflected itself in the results of the 1948 war that ended &=
the creation of the state of Israel. Politics. as a rule. is determined by the economy. Bm
in the Israeli case. the economy is determined by politics.

The outside financial support from Jewish agencies, United States, Europe and German
compensations made up an important source for capital accumulation. However. this
capital was not sufficient and could not meet the fast economic growth and the significas
growth in the social welfare system and conseqauently the economy suffered huge deficats
This situation led to the development of market economy and market rules. All this was
accompanied with a political takeover of the Likud party in 1977 with political agendss
on the right and liberal economic ideals.

After the signing of the Oslo Accords and the coming of the Palestinian National
Authority to parts of the West Bank and Gaza. the Israeli economy took a different tes
Some of the most important characteristics of the new era are the €CONoMmic Openness
with neighboring countries. Israeli participation in new international markets especialiv
in India and China, flow of foreign investment, and openings of free €COnomic Zones =
Egvpt and Jordan. in which Israel played an important role. The result of this was
significant economic boom, which was at a maximum in year 2000: high economic
growth indicated by growth in the GDP and in the GNP. low unemplovment rates. S=i¢
reduction, expansion in exports, rise in external markets’ investments, continuing
imigration and record-high-tourism.

In the aftermath of the second Intifada (the Agssa Intifada), the Isracli economy was
significantly affected: many sectors such as the transportation. and tourism were
collapsing. and others were affected positively such as the securitv manufacturers. b




the Israeli economy all-in-all was undergoing significant decrease. It tc
dip in its eross national and domestic product. increase in the rate of v
flight of foreign investments, rise in Israeli investments in external m:
above, significant decrease in the tourist industry, and huge increase in:
As a result to this many Israelis have suffered especially those from the
marginalized classes. This reality is what the thesis is trying to analyze
the Intifada, besides the other factors that influenced the decline in the
but without ever claiming that the Intifada alone is the primary reason &
decline. In summ, the thesis is trying to assess the extent to which the Isrz
which is very much connected to political crises and issues of security, is
changing forms of Palestinian struggle if the conflict continues.
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