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Summary
In the present position paper, the Palestinian private sector would like to lay out the reasons why
produce from Israeli settlements in the State of Palestine (SoP) must be entirely banned from the EU
market: (1) Although the EU considers settlements illegal, it has sustained the economic viability of
settlements by trading with them. The EU has therefore indirectly contributed to the continuous
expansion of the settlement enterprise and, in doing so, severely conflicted with its own settlement
policy. (2) Settlements have repeatedly mislabelled their produce as “Made in Israel”, which is in
contravention to the Association Agreement (AA) that the EU has signed with Israel. The present paper
explains why labelling guidelines, as recently announced by the EU, are not going to sufficiently address
this problem. (3) The settlement enterprise has caused economic decline and undermined prospects for
economic growth on the Palestinian side due to Israeli control in Area C. Sustaining the economic
viability of settlements by trading with them means, subsequently, that the EU has indirectly contributed
to Palestinian economic deadlock.
On these grounds, the Palestinian private sector calls upon the EU and its Member States to immediately
and entirely ban settlement produce from the EU market and stop trading with Israeli distributors who
maintain branches in the occupied SoP or other links with the settlement enterprise.
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Background
AREA C, which covers over 60 per cent of the West Bank area, is considered the key for sustainable
economic development in the SoP. It is the most resource abundant space, holding the majority of the
state’s agricultural lands, water reserves and other natural resources that provide a foundation for
economic growth. 325,000 settlers are living in Area C, compared to 150,000 Palestinians, with Israel
retaining entire control over law enforcement, security, construction, resources, planning and zoning.1
Because less than 1 per cent2 of Area C is provided with approved planning and zoning schemes for the
Palestinians, it has become virtually impossible to receive construction permits in order to develop
economic infrastructure.
PARALLEL REALITIES: Israeli policies of land confiscation, replacement, exploitation of natural
resources and heavy restrictions have exacerbated the lives of the Palestinian population in Area C and,
on the other hand, maintained continuous settlement growth:

Figure 1: Israeli settlement policies between January and November 4th 20133
Whilst Israeli control over land and resources has led to economic decline for the Palestinians, settlers
were able to develop a profitable settlement enterprise backed by Israeli incentives and subsidies.
Around 20 industrial settlements4 have been established in the SoP and a total of 93,000 dunums5 of
land takeover has taken place for agricultural cultivation, all of which is in contravention to international
law.
INTERNATIONAL TRADE: Because Israeli statistics do not differentiate between proper Israeli and
settlement produce, information about the value of exported settlement produce and its contribution to
the Israeli economy are scarce. Israel has estimated the value of settlement exports to the EU at 300
million USD annually6. Although this is very likely to be an understatement, the number is still 20
times higher than Palestinian exports to the EU in 20117.
Because around 60 to 70 per cent8 of agricultural settlement produce is intended for exports, there is
evidence that external trade is providing a vital source of revenue to agricultural settlements. Figure 2
illustrates the large contribution of settlements to Israel’s exports of grapes, herbs and dates, as stated by
the Israeli Regional Council for settlements in the Jordan Valley, and almonds, as indicated by Who
Profits. It is crucial to highlight that the European market absorbs most of Israel’s exported agricultural
produce:
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Figure 2: Export of grapes, herbs, dates and almonds deriving from Israel proper and Israeli settlements in the
occupied Jordan Valley and the share of exports to the EU. 9

SETTLEMENT AGRICULTURE: The total area used for Israeli agriculture in the occupied SoP is 93,000
dunums. Between 1997 and 2012, nearly 24,000 dunums have been added to the total area cultivated by
settlers.10 Therefore, the land cultivated by settlers has grown by 35 per cent between 1997 and 2012,
whereas the area cultivated by Palestinians decreased by 43 per cent (from 1.83 to 1.04 million
dunums11) during nearly the same period. Figure 3 illustrates Israeli takeovers of land for agricultural
use in the central West Bank of the SoP:

Figure 3: Expansion of agricultural land cultivated by settlers from 1997 to 2012 (from left to right)12
29 per cent of the land cultivated by settlers is privately owned by Palestinians13 and more than half of
the area is located outside of the jurisdiction of the settlements, which is often privately owned as well14.
Around 6,200 dunums of land have been identified, which Palestinians are currently leasing from
settlers15. This is breaching the settlers’ contracts with the World Zionist Organization. Furthermore, a
considerable amount of land is located in closed military and firing zones (5,725 dunums), nature
reserves (1,557 dunums)16 and Area B (190 dunums)17 - in contravention to Israeli law and the Oslo
Accords.
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Why trade with settlements must be ceased:

The EU is inconsistent with its own policies
The EU’s long-standing position is clear: Settlements are in contravention to international law 18 and
constitute the major obstacle to peace, as they are effectively undermining the viability of the
internationally endorsed two-state solution, which is promoted and recognized by the EU as a solution to
the conflict. Contradictorily, whilst condemning settlements, the EU has imported goods from those very
settlements at a value 20 times higher than the value of imports from the SoP.19
Trading with settlements means to sustain their economic viability and indirectly maintain policies of
land confiscation, replacement, exploitation of natural resources and heavy restrictions with regard to
movement, resources and construction, all of which are in contravention to international law. Therefore,
by importing settlement produce, the EU has been clearly inconsistent with its own policies of
opposing settlements and supporting the two-state solution.
The EU has also concluded the ACAA with Israel in 2012, although Article 2 of the AA provides that it
must not improve trade relations with Israel while there is proof that it is guilty of human rights
violations. By signing the ACAA, the EU has turned a blind eye on Israeli breaches of the AA, which is
clearly bound to the condition that both Parties respect human rights and democratic principles. Above
all, by “awarding” Israel with a further preferential trade agreement, the EU has practically granted
impunity to Israel for its settlement policies, and at the same time contradicted its own policy of
promoting international humanitarian and human rights law.
As further evidence of the EU’s weak commitment to its own policies, the recently announced
guidelines for the provision of grants, prices and financial instruments for Research and Development
projects in the framework of “Horizon 2020” have failed at excluding settlements from indirect benefits
provided by the program: The guidelines provide that Israeli entities can only benefit from Horizon 2020
if their place of establishment as well as the activity that is to be funded is in Israel’s pre-1967 borders or
the activity is carried out in the SoP but aims to benefit the Palestinian people. Regrettably, the decision
of the European Commission to allocate funding considers only the activity that is to be funded,
but not whether the aforesaid entity sustains other activities, operations or illegal branches beyond
the Green Line.20
By way of example, “AHAVA Laboratories” and its Research and Development activities are located
within the pre-1967 lines. This makes AHAVA Laboratories eligible for EU funding, even though its sole
manufacturing plant is located in Mitzpeh Shalem, an illegal settlement located in the SoP. The EU has
developed a document21 with frequently asked questions, explaining in detail how Israeli bodies and
companies will be able to make use of the program’s loopholes (see Annex 2).
For diplomatic reasons, the EU Member States have to date not considered an appropriate collective step
by means of banning settlement produce from their markets. However, “states have responsibilities
when confronted with serious breaches of international law, even if they are not directly part of it”22, and
the EU will certainly not fulfil its obligations under international law by merely labelling them, as
announced in July 2013. In order to be consistent with its own settlement policy, an entire ban of
settlement products is therefore the only adequate solution.
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Why trade with settlements must be ceased:

Settlements benefit from the EU-Israel AA
As the EU does not recognize Israeli jurisdiction over land placed under Israeli administration after 1967,
preferential treatment under the AA is not provided to settlement produce exported to the EU. In order to
reassure that this guideline is being implemented, a technical agreement was concluded in 2005,
obliging Israeli exporters to provide proof of the origin of their goods. In theory, exporters who do not
provide an adequate proof of origin or whose products originate from settlements in the SoP are
exempted from trade benefits and are therefore subject to custom duties.
In practice however, settlement produce are often being mislabelled as “Made in Israel” and exported as
if they originated from Israel proper, as reported in the cases of cosmetics producer AHAVA, fruit
exporter Agrexco, and food producer Achva, among others23. The following case study exemplifies how
European distributors and consumers are being misled by Israeli companies:
CASE STUDY
An Austrian distributor of organic produce, “Ja natürlich”, is providing two major supermarkets in Austria with organic “Medjoul”
dates. According to the package, these dates are “Made in Israel”, produced in the Jordan Valley.
After e-mail correspondence with the quality department of “Ja natürlich”, PalTrade was told several times that the dates in fact
originate from Israel and not from an illegal settlement in the occupied Jordan Valley: “We can assure you that the dates do not
come from occupied Palestinian territories.” (“Wir können Ihnen versichern, dass die Datteln nicht aus besetzten palästinensischen
Gebieten kommen.“).
In the e-mail received by PalTrade, “Ja natürlich” attached an organic certificate that the Israeli partner company had provided (see
Annex 1). According to this certificate, the Israeli operator, “Yafit Packinghouse/Field Produce Marketing Ltd.” is located in
“Moshav Yafit 90685, ISRAEL” - a settlement 7 km east of Ma’ale Efraim in the midst of the occupied Jordan Valley.
Confronting “Ja natürlich” with the information that it had been misled and that their Israeli operator is located in an illegal settlement
in the SoP, the distributor promised to undertake further investigation with this regard.

In order to benefit from preferential treatment under the AA, some settlement companies invent
addresses within pre-1967 borders and operate using this address. The Israeli business magazine Globes
has even advised companies on how to make use of this illegal practice24.
Most delicate is the issue of mislabelling in the agricultural
sector: Only thanks to detective work, some cases have been
reported where Israeli exporters intentionally mixed settlement
produce with produce from Israel and subsequently sold them
as Israeli produce25. This practice has effectively undermined
the traceability of products and therefore the capacity of
EU customs to detect products to be excluded from
“[…]the European Union has shown that it is
incapable of implementing the 2005
preferential treatment under the AA.
technical agreement in accordance with
Moreover, mixing agricultural produce has made it impossible
international law.”
to estimate the actual amount of settlement produce entering
European Parliament Member Nicole Kiilthe EU markets, leading to exasperating underestimations of
Nielsen
facts on the ground: “There have been cases of abuse, which
have been detected and tackled appropriately, but they are few and insignificant in volume of trade”26.
“We know that there is a breach of the
agreement on the Israeli side and yet we
do nothing to ensure that the agreement is
being complied with”
European Parliament Member Proinsias de
Rossa.

The new labelling guidelines, recently announced by EU Foreign Policy Chief Catherine Ashton, might
make it easier for EU customs authorities to check and enforce the technical agreement with Israel and
verify the origin of products. Yet, even if stricter labelling guidelines are being implemented, it will
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be impossible to entirely detect settlement produce if Israeli companies continue to indicate invented
company addresses or mix agricultural settlement with proper Israeli products.
For the aforementioned reasons, labelling is by no means an appropriate answer to the EU’s dilemma,
namely, the condemnation of settlements on the one hand, and the maintenance of their economic
viability on the other. To be consistent with its policies, an EU ban on settlement produce is inevitable.
This step must be accompanied by extensive research about Israeli distributors or exporters who
maintain trade relations with settlements in order to detect the actual extent to which they illegally
mix Israeli with settlement produce; a project that is going to require expertise and adequate funding.

Why trade with settlements must be ceased:

Trade with settlements contributes to
maintaining Palestinian economic deadlock
In a recently endorsed report, the World Bank has estimated the cost to the Palestinian economy due to
the occupation at about 3.4 billion USD (or 35 per cent of the Palestinian GDP in 2011)27. On the one
hand, the report takes into consideration direct effects of Israeli restrictions in Area C, including on
Palestinian agriculture, the Dead Sea minerals industry, stone mining and quarrying, construction,
tourism and telecommunication.
The World Bank has also examined the indirect impact of restrictions on investments, concluding that
“Israeli restrictions on trade, movement and access have been seen as the dominant deterrent” 28 to
potential investments in the SoP. In fact, private investment has averaged a mere 15 per cent of the
Palestinian GDP over the past seven years, compared to 25 per cent in vigorous middle income
countries29.
A strong Palestinian private sector, thanks to an increased level of investment, will positively contribute
to the peace process and should as such have priority in EU-Palestinian cooperation. Unfortunately, the
EU’s ambiguousness with regard to its settlement policy has undermined the delivery of a positive
vision of the SoP to potential investors, i.e. a vision of private sector-led growth based on control over
Area C, and as such created reluctance among EU and foreign investors.
The following case studies exemplify direct correlations between the Israeli settlement enterprise and
Palestinian economic restrictiveness, in order to illustrate that sustaining the economic viability of
settlements by trading with them means indirectly maintaining Palestinian economic deadlock.

Case study 1: Date production in the occupied Jordan Valley
As indicated by the Regional Council for settlements in the Jordan Valley, “[t]he [occupied] Jordan
Valley is the major producer of dates. There are about 14,000 dunums, mostly of the Medjoul variety,
which are the most sought after in export markets. Over 80% of the date harvest is exported” 30.
The EU has by far been the most significant importer of Israeli dates – between 2001 and 2012 more
than 77 per cent were exported to the EU and its Member States. During the same period, the export of
dates has considerably increased (see Figure 4).
With the occupied Jordan Valley being the most important producer and the EU being the most
important destination of Israeli dates, there is a strong correlation between the increase in exports of
Israeli dates to the EU since 2001 and the expansion of land cultivated by settlers in the occupied
Jordan Valley: With a growth rate of 45 per cent (10,000 dunums) between 1997 and 2012, the largest
addition of Palestinian land cultivated by settlers has taken place in the Jordan Valley. The vast majority
27
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(74 per cent) of this land is used for date plantation. 31

Figure 4: Israeli total export of dates 2001-2012 and the EU’s trade share32.

Case study 2: Agriculture in the Jordan Valley
The Jordan Valley, distinguished by unique climatic conditions, fertile soils, high water reserves and
other resources, is almost entirely off limits to Palestinians because of access restrictions and the
inability to obtain building permits. Settlers, on the other hand, cultivate the great majority (85 per cent33)
of land in the occupied Jordan Valley.
“Provided that there was “enough water […]
According to the Regional Council for settlements in the Jordan
available to the Palestinians, as
Valley, 30 per cent of the settlers’ households are economically
according to an equitable distribution of
based directly on agriculture and an additional 30 per cent
the water resources based on principles
of geographic location and fairness, and
provide agriculture related services, such as packaging,
if the restrictions in Area C were lifted,
refrigeration and transportation.34
the Palestinian agricultural sector could
drastically expand its production”
Interviews with farmers in the Jordan Valley indicate that there
PMNE/ARIJ 2012, 16
are around 300 packing facilities for agricultural products in the
Jordan Valley, of which only two are Palestinian owned, while
the rest of the facilities belong to the settlements.35

Case study 3: Irrigated agriculture
The Israeli over-extraction of water (Israel over-extracts about 57 per cent per year relative to the Oslo
Agreement36) has led to a severe water shortage for the Palestinians: In the Jordan Valley, only 37 per
cent of the area is connected to the water network37 and in some areas, water consumption dips to only
20 litres per capita per day, which is only one fifth of the WHO’s recommendation of 100 litres38. In
addition, half of the Palestinian wells have dried up in the last 20 years due to over-extraction, and all
attempts to access new water sources have been curbed by the Israel Water Authority39.
31
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Israeli settlers, on the other hand, use 6 times more water than Palestinians in Area C 40. Thanks to the
availability of water, they could develop an advanced system of high-intensity agriculture and farming
techniques, whereas Palestinian farmers are coping with limited access to water and additional cost for
water purchase. The price for buying water in tanks runs 14-37.5 NIS/m3, compared to 2.6 NIS/m3 for
water from a water network41.
According to an estimation made by the World Bank, access to fertile land in Area C and being able to
irrigate this land would generate an additional USD 704 million in value added to the Palestinian
economy, which is equivalent to 7 percent of the Palestinian GDP in 2011.42 Furthermore, with an
adequate access to water the Palestinian agricultural sector could support up to 110,000 more jobs43.

Case study 4: Limited access to Dead Sea minerals
The Dead Sea abounds in valuable minerals, principally large deposits of potash and bromine. Having
access to these minerals could deliver up to USD 918 million per annum to the Palestinian economy.
This equals to 9 percent of 2011 GDP and is almost equivalent to the size of the entire Palestinian
manufacturing sector44. On the other hand, the cosmetics company for Dead Sea minerals “AHAVA”,
which has its manufacturing plant in the illegal settlement Mitzpeh Shalem, has become the largest
Israeli exporter for Dead Sea minerals cosmetics, exporting to more than 30 countries and annually
generating about 150 million USD of revenue45.

Case study 5: Limited access to gravel and stone
The stone mining and quarrying sector is already the SoP‘s largest export industry with exports based on
the famous “Jerusalem Gold Stone”. However, this is a struggling industry, due to the inability to obtain
permits to open new quarries, and with most existing quarries in Area C unable to renew their licenses.
If these restrictions are lifted, it is estimated that the industry could double in size, adding an annual
USD 241 million or 2 percent to 2011 Palestinian GDP46.

Case study 6: Tourism in Area C
Given the natural, religious and historic amenities in the SoP, tourism development holds an important
potential. The Jordan Valley and Dead Sea areas are particularly significant for the tourism industry,
since they offer a unique combination of health, leisure, sports, adventure, ecological, agro, and religious
sites. Israel has been generating revenues from historical and tourism sites in the Dead Sea area and
around Jericho since over 30 years, including in Qumran, Ein Fashkha, Herodion, Ein Fara in Wadi Qelt
and the Good Samaritan. By way of example, in 2011, Qumran National Park has generated more than
21 million USD in entry fees alone.47
If Palestinians were permitted to develop touristic infrastructure in the Dead Sea area, an annual value of
126 million USD could be added, which equals to 1 per cent of the Palestinian GDP in 201148.

Case study 7: Construction
The construction industry is in acute need of additional land to expand housing and make it more
affordable. Areas A and B are already very densely populated and built-up and less than one percent of
the land in Area C is currently available to Palestinians for construction; permit data also shows that it is
almost impossible to obtain permission to build in Area C. Lifting the tight restrictions on the
construction of residential and commercial buildings alone (excluding infrastructure projects) could add
an annual USD 239 million or 2 percent of the Palestinian GDP in 201149.
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Conclusions and Recommendations
The purpose of this position paper was to show that the EU’s relation to the settlement enterprise is not a
purely political issue. It is crucial to understand the economic implications of settlements for the private
sector in the SoP, and the EU’s indirect contribution to undermining Palestinian prospects for economic
development.
The correlation between the increase of EU trade with settlements and the expansion of agricultural
settlements, which is most obvious when looking at Israeli exports of dates, has provided a glimpse of
the EU’s economic importance for the flourishing settlement enterprise and, subsequently, its
contribution to Palestinian economic deadlock - a contribution which is certainly indirect and
unintended and yet, inconsistent with the EU’s settlement policy.
Heading towards the establishment of an autonomous state that is based on private sector-driven growth,
the SoP needs the support of the EU, its most important political and economic partner, for a national
developmental vision that addresses the interests of the Palestinian private sector on the one hand,
and the needs of investors on the other hand. The private sector’s interests include, first and foremost,
that the SoP obtains entire control over the whole of its territory based on pre-1967 borders. The needs
of foreign investors, on the other hand, require that the EU is consistent with its commitment to
Palestinian development, and that it follows a long-term intervention strategy that adequately reflects the
issue of settlements and Palestinian lack of control in Area C.
As stressed in the present position paper, the recently announced guidelines for labelling settlement
produce are by no means a sufficient means for the EU Member States to comply with this commitment.
Instead, the Palestinian private sector calls upon the EU to implement the following measures:
(1) Settlement produce should immediately and entirely be banned from the EU market and trade should
be stopped with Israeli distributors who maintain branches in the occupied SoP or other links with
the settlement enterprise.
(2) In order to properly implement recommendation (1), expertise and funding is required, to conduct
extensive research projects about the actual scope of settlement exports to the EU and Israeli
distributors or exporters who maintain trade relations with settlements.
(3) Until a ban of settlement produce is in place, preferential tariff treatment under the AA should
effectively be denied to settlement produce and Israeli distributors who maintain branches in the
occupied SoP or other links with the settlement enterprise. The actual implementation is based on
EU support for research activities, as suggested in recommendation (2).
(4) “Horizon 2020” guidelines should be modified in order to ensure that benefits are inaccessible for
Israeli companies with branches in the occupied SoP or other links with settlements.
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Annex I: Organic certificate for Yafit Packinghouse
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Annex 2: Frequently asked questions on Horizon 2020 guidelines

Source: EEAS EC 2013.
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Annex 3: Economic cost of the Israeli
occupation
Economic cost of the Israeli occupation for the SoP, USD and % of GDP (2011)
Sector

Cost (USD)

% GDP

Agriculture

704 million

7%

Dead Sea Minerals

918 million

9%

Stone Mining and Quarrying

241 million

2%

Construction (residential and commercial buildings,
excluding infrastructure projects)

239 million

2%

Tourism in the Dead Sea area

126 million

Telecommunication

48 million

0.5%

Total cost (direct and indirect cost)

3.4 billion

35%

Source: World Bank (2013): West Bank and Gaza. Area C and the Future of the Palestinian Economy.

Source: PMNE/ARIJ 2011, p. IV.
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Annex 4: Israeli exports to the world and EU
Grapes

Dates

Herbs

Almonds

Source

Value of Israeli exports to the
world (in 1000 USD)

14096

111241

n.a.

3909

TradeMap (2012)

Value of Israeli exports to the
EU (in 1000 USD)

9466

82086

n.a.

621

TradeMap (2012)
Grapes, dates, almonds: TradeMap (2012)

Value of Israeli exports to the
EU (in %)

67

73

80

15

Herbs: Who Profits (2012), “Made in Israel.
Agricultural Export from Occupied Territory.”, p. 4.

Value of exports to the rest of
the world (Value in 1000 USD)

4630

29155

n.a.

3288

TradeMap (2012)
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Herbs, Grapes, dates: Jordan Valley Regional Council (2012): “The Jordan Valley.
A general description” (URL:
http://www.jordanvalley.org.il/?categoryId=
38842)

Jordan Valley produce (in %)

50

40

40

Almonds/Dates: Who Profits (2012), “Made
in Israel. Agricultural Export from Occupied Territory.”, p.

Screenshot of the Jordan Valley Regional Council Homepage:

Source: http://www.jordanvalley.org.il/?categoryId=38842
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