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Gaza Ports Plansi a New Direction (4.0)
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.1 Promises and Stalemate

Gaza Port hatong been considered by the Palestinians a key symbol of national independence andjar
engine for economic developmenthe establishment df wasa major clausein both the 1993 Oslo Accord and
the 1999Sharm elSheikh Memorandurbetween Israel and the Palestinian National Authof®®(In 2000

the PA begamonstructirga small porin the GazaCity aredinanced by European donationaut the port site
wasbombed anddestroyed bythe Israeli armyduring the Second Intifadater that year. The 2003\greement

on Movement and Accesbllowinglsrael's withdrawal from Gazee-announced the start of theort
construction with Israelagregng not to destioy the port again.. But, with Hamas taking control of Ga m
2007,the port constructionhasnever been resumedrl e 2005agreement also includetthe openingof Rafah
Border Crossing betwedfgyptand Gaza under the control of the PA with supervision by European inspectors
but the inspectorsdesertedtheir border postsvhen Hamas took ovegaza in 2007. In response, Egypt closed
Rafahfor goods transfer The inspectioprocessduringthe short peria that RafahCrossingperatedunder
European supervisiowas reportedlydeficient Security hspection indeed,is the most critical issudor all

future Gaza Port Rns

During ceasdire negotiations éllowing the 2014 Gaza Whetween Israel and Ham&®peration Protective
Edge)Hamas attempted to includa preliminary approval foa port, butlsraelrefused Interestingly, he PA

was not in support oH a m gart; viewing itas an attempt to separate Gaza from the West Bamkcreate a

de-facto Hamascontrolled“ mi-state’ in Gaz& Anotherattempt by Hamasin 20150 use the existing fishing

port in Gaza City fdnternational tradewas blocked by Israel and Egyptn 2 0 1 6 , |l srael s Min
Transportation andntelligence Yisrael Kateecognizing the importance @aza Portre-introduced his 2011

proposalto locatethe porton anartificialisland offshore Gaz& a t iglandsplan geared for the longerm (10+
years)won theinitial supportof several mirsters but was laterrejected by the Prime Minister arfdrmer

Minister of Defensé. Laterin 2016 the current Minister of Defense, Avigdor Liebermdre ¢ | a r dsdaelt ha't :
will agree toX the construction of aupervised (by Israel) seap@irt Gaza)® Early in 2017, Yoav Galant,
Minister of Housingandex hi ef of | srael ' s Sout hern Command whi c
Minister of Finance and Uri Ariel, Minister of Agriculture aspressed theisupportfor Gaza Port.Later, in

1Dr. Asaf Ashar is ProfessResearch (emeritus) and independent consultant speiriglin ports, shipping and intermodal
transport with more than 46/ear of worldwide experience. He is based in Washington DC, USAwSegsafashar.com

2 Seehttp://www.al -monitor.com/pulse/originals/2015/02/hamaspen-gazaport-israetreaction.html#ixzz4Gz20EnUI

3 See http://www.israelnationalnews.com/News/News.aspx/183837

4 See http://www.israelnationalnews.com/News/News.aspx/213970

5 See:http://www.al -monitor.com/pulse/originals/2016/10/israeihy-minister-libermanoffered-hamasa-seaport.html parenthesis
added

6 See http://www.maariv.co.il/journalists/Article551393
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April 2017 Minister Katzreintroducedhis Island PorPlan at a widelypublicized meeting with the Trump
Administratiori envoy to the Middle Eastvith Prime Minister Netanyahu present

Altogether, aspiteabroadrecognitionon both the Israeli and Restinian sidesf the critical importance of
Gaza Portnotangibleprogress has beemadesince the demolition of th€&azaCityport site by Israein 2000.
Presently, all the importexport traffic to/from Gaza Strip is moving through the Israeli pat Ashdodand the
border-crossing terminal irKerem Shalomlocatedat the soutteasterntip of the Stripnear the Egyptian
border.

.2 Sources of Information an@®bjectives

This paper summarizes a short study based preghaustiveveb search, review d longlist of studiesand a

series of interviews with porshipping, politicand security professionais Israel, US and UkAmong others,

this authors had visited Israel on July 2017 anddadries ofneetings with Israel Chamber of Shipping, Israel

Prts Company, Ministry of Intell i gehlmsttuteAfériNational ( whi ¢
SecuritySt udi es (I NSS), Office of Coordination of Gover,
charge of Gaza and WeBank)Cr ossi ng Points Authority (lsrael’s Mi
crossings)lsrael’s office of Portland Trustand an Israeli merchant trading with Gaza. The authonassted

Kerem Shalom Crossing, met with its manager and military commatodeed the facilitiesand observed the

procesof inspecting and transferrinG a z a ' s Firally rthge author visitedamifratz Port, anew port

currentlyunder construction in Haifanet with the site manager and had a boat tour atmajor port (see

definition in the section on Functional Categorization)

The objectives of thisconceptpaperareto: (a)define a range gplansfor providing the Palestiniansvith their
own port,includingtwo developedby this author (b) define criteria according to which these plans should be
evaluated and (c) evaluate,compareand rae these plandased orthesecriteria. In addition to discussing and
comparingplansfor Gazeport, the paperoutlinesa visiorary, longterm plan foraregional transportation and
economicdevelopmentprogram,involving Gaza, the West Banksrael and Egypt

The pape'r istent, however,goesbeyonddefiningand assessingort plans. Thelatestround oflsraeli
Palestiniamegotiatiors, underthe auspices of)S Secretary of State John Kerry in 204Focusedon the four
core issuesSecurity, Borders, Jerusalem and RefugeRsecollapseof this round suggestdhat the partiesare
not yet readyfor copingwith the seeminghintractablecoreissuesPresumablythe negotiationwould be more
fruitful if focusedon smaller ananore manageabléssues-such as th&aza Port Accordinglythe broader
objective of this paper is to serve asagenda foracomprehensive study followed by specialinternational
conference on Gaza Pqmvith participants from Israethe PA, Hamas and Egypt, along wothservers fromthe
US and the QuartetThis author hopsthat a successfutonference wilbe followed by actual steps toward
implementationof a selected port plawhich, in turn, mayumpstart the stallechbeace process.

”Two notable sources are: (a) An INSS policy paper by Gilead Sher and Jonathan Heuberger, see:
http://www.inss.org.il/luploadimage/systemFiles/N0.%20804%2620Gili%20and%20Jonathan%20for%20web9159593%@andf(b)
An unpublished report by Brigadi&eneral Yossef Ashkenazi of the Israeli Navy, see:
http://www.ynetnews.com/articles/0,734044697530,00.htm|
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II.1 Port Typology: What and Where to Build

Functional Categorizations

Figure 1Classification of Port Optiongresents dist of alternative port plangor Gazaclassified according to
their functionality, or type of port and thar locaton The t er m “ por t "basddfacilitiese s t he s
whereby ships are mooretheir cargo loaded/unloadetb/from shore, temporarilystored and later on
transferred to/from trucks or trains Ports areclassifiedaccording to the type and size of ships and cargbeg
handle resulting in a wide range of pastpes. For the purpose ajur discussion of Gaza Pautd atarisk of
oversimplification, wenly definetwo generic types of ports
1 Major Port—a large portgeared tohandlinglarge,deep-sea containershipsuch as thoseeployedon
the trade routesbetween IsraelAsia and America; and
9 LocalPort—a small porigeared tohandlingsmallshort-seaand feedercontainershipsgeneralcargo
(multi-purpose)and bulk ships, such as those deployed on the trade rdugdseen Israelthe
Mediterranean, Europeand Africa.

An Israeliexample foramajor portisthe newcontainerports currently under construction in Haifa and Ashdod,

the Hadarom andHamifratzPorts, each involving total (marine, civil and equipment) investment of about $1.3

billion. An example for bbcalport is Port Maspenot Yisrael in Haifehissmallport is located at the site of a

shipyard and is only allowed to handlpto5 % of | srael ' s ¢ ar ganlyhadecémend,i ng c
steel,andfood products-similar to the traffic expected ahe future Gaza Por{see later section o8outhGaa

Port). The cost of constructgna major port, similar to those cited abowvstypically $2 billion; that of alocal

port, $100+ million.

Geographical Categorization

Based on the above categorizatiohetype of the futurePalestinian portan beeither major orlocd. The
future Palestinian port can biecatedin three countriesisrael,Palestine (Gazaand Egypand in each country
in severallocations The Israetbased options include continuation of the present system using the Port of
Ashdod or aslight modification oft in whichthe Palestinian cargis handledat a dedicated Palestinian Piir
Ashdod. The Gaz#dased options include a nelacalport constructed eithein Gaza City or on an artificial
island, orexpandng the existindishing port of Gaza Cityvith theinspectionconductedat aCypiot port. There
are 2 locationgproposedfor the artificial island port: across from Gaza City (Réir) and at the northern tip
(Portland Trust Connect Ga2@50Plar). The Egypbased optbns include &alestinian terminalvithin the
new, majorPortof El Arishor a newlocalport adjacent to GaZasouthern border with EgyptFigure 1
Classification of Port Optionkststhe sevenoptionsconsidered themost reasonablé

8 Excludedbptionsinclude (a)a major port in Gaza Cityno room for it; and (bJocalport on an offshore islanet too
expensive. Also excluded is another Cyprus option based on a new fisb@hgort to be constructed in Khan Yunis near
the Egyptian border similar to Gaa City Seehttp://www.al -monitor.com/pulse/originals/2016/12/israefjazaseaport-turkey-
constructionkhanyunis.html
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Figurel Qassification ofPort Options
Country Location Port Type

1 Major

2 Israel Ashdod Dedicated Pier

3 Gaza City Local

4 Gaza Artificial Island Major

5 Cyprus Improved Fishing Port
6 Egypt El Arish Major

7 South Gaza Local

Major Port = $1+ Billion

Local Port = $100+ Millio

Gaza vs. West Bank Cargo

Theaboveclassificatiorof port plansonly relatesto supply side, but noto the demand side, or the cargo
(traffic) that the Palestinian port isitended toserve. Thevolume of traffic that the future Gaza port could
attract depends on the type of it facilities, geographic proximity palitical consideratiors. A local port, by
definition, will be limited to handling shogea tradesHowever the port can also handle dgp-sea tradege.qg.,

Asian importsusingtransshipnent to smaller shipst major ports (e.g., Ashdod, Port Saidregarding

geographical proximity, most of the West Bank is closer to Israel ports than to Gaza, hence a future Gaza Ports

will have tough tne

competing

on

t his

tha PAgoaldrue thathall Ralestingae dargos

por

regardless of location, has to use a Palestinian parurther discussion of this issue is included in Chapter ViIlI
Future Regional and Transportati®tan

Specification ofPlans

Figure2 FiveAlternative Gaza PorPlansincludesa schematic majo showfive of the sevenabovelisted plans

reviewed and assessed in this pap€&heplans arearranged according to the order in which they appear in the

follow-up discussionincluding

1. Ashdod / Kerem ShalortPresent)- Continue with the currentsystem,based orthe Israelimajor Port
of Ashdod and trucking thgoodsto Kerem Shalonthe bordercrossing compleketween Israel and
Gazdocated at the Strip southeastern tip

2. GazaCity(Hamas Plan} Gonstructing docal port inside the Gaza Striadjacent toGaza City s

southernboundary,

3. Gaza IslandKatz Plan- Constructinga major port on anartificialisland4.5 km offshoreGazaand

trucking thegoodsto Gazaviabridges with internationalhsupervised checkpoints;
4. E}Arish / Kerem ShalonfAshar Plan) — Constructing a Palestiniaautonomousport as part of the
expansion plan of thenajor Egyptian port of EArish and trucking (railing in the futurtje goodsto

Kerem Shalomand

5. SouthGaza / Kerem ShalorfAshar Plan I1}- Constructing dalestinian autonomouscal port onthe

Egyptian
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Figure2 FiveAlternative Gaza Port Plans
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There are two additional plans listed in Figure 1 but omitted on Figsiec2 preliminarily determined as
unviable including:

6. Ashdod /Autonomous Palestinian Pier Dedicating a special pier at the existing or expanded Port of

Ashdod for Gazan cargo along with rail connection to Erez Crossing;

Cyprus Transshipment@GazaCity (Fishing Pige Bringing the Palestinian cargo first to the Port of
Larnaca, Cyprus, disarging and inspecting it there and then, loading it to smaller ships for the trip
between Larnaca and the present Gaza Fishing Port.

7.

The AshdodAutonomousPalestinian Pieplanisan expansion of the optioreportedly offeredin the pastoy

the IsraeliPort Authority to the Palestiniansvhich only includedimited® ad mi ni st r a,imeanieg pr es e

leasingstorageareas and offices. Asutonomous Palestiniapier in Ashdodwould include a defined section of
the port, to bemanaged by the PA andspecidly, operated byPalestiniarlabor brought in from the West Bank
or GazaSuch an arrangemestems unacceptablgecuritywise, since Ashdod has a large navy baskewise,
the notion of Palestinian autonomous argeside Israelwith Palestinian flags, Palestinian policemen, etc.,
would seem unacceptabl®m many Israelis More important, he PAcategoricallyejected the Israeli offer
viewing itas a slight variatioto the present, unacceptable situation.

TheCyprusPlawasncl uded in Tony Blair’s 2015 mediati on
Qatar. The plan includednternational (or Israeli) inspection ttie Palestiniartargoat LarnacaPort, Cyprugor,
in another version, Limassol)lhe process wouidclude discharging thBalestiniarcargo and moving from
vesseldo a speciglfencedarea inside Larnaca Povtherethe cargowould be inspectedand temporarily
stored® From Larnaca, the cargoowld be shipped bgmallervesselgPalestinianurkish?} to the existing
fishing port of Gaza Citwhich would be expandedo accommodate the increasddaffic volume The planwas
immediatelyrejected by Israelyiewinginternational inspectiorat a foreign porasunacceptableMoreover,the

9 Seehttp://forward.com/news/breakingnews/319229/israein-talkswith-hamasfor-longterm-gazatruce.
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planwould beprohibitively expensive it requiresfour additionalport handlings, intermediate storage and
inspectionat a foreigncountry, two additionalsea voyageby smallevesseldbetween Larnaca anGazaanda
specialescortin international waterdy the Israeli NavyAlsqg the present fishing polin Gaza Citis shallow,
small and congestedl h e pexpansionmtential is limitedsince thedevelopable aredn front of the city
centeris small with limited access to trucks

1.2 Assessment Criteal

The five main criteria upon which any proposed Gaza Port Plan should be assessed are:
1 Israe) Security— Preventing the smuggling of weapons, explosives and materials that can be used for

manufacturing them,” igmoldsdi ng “dual
1 PalestinianNational Aspirations-Providing the Palestinians with a sovereign or, at least, autonomous
port;

1 Economic Feasibility Providing the Palestinians with an efficient and {oest gatewayor their
import/export cargoes;

1 Economidmpact— Developing impovexport-related industries, generating substantial income and
employment opportunitiegor Palestinians and, as will be seen later, North8mai Egyptians; and

9 Political Acceptance-The expected level of support (or opposition) by each of the fourgmitivolved:
Israel, PA, Hamas and Egypt.

Assigning weights, or even ranking the criteria according to their importance, is difficult. Still, the first two

which are contradiairy, alsoare the mosimportant. For examplanore sovereigntyo Palestingnvolvesless

securityto Israeland viceversa.lndeed, as will be seen in the following sectighe trade-offs betweenL & NI St Q&
Security and Palestinian Aspiratias at the center of all Gaza Port Plans.

The discussion of Political Acceptamegeis intentionallybrief,al t hough Gaza Port admitt
p o r Ttheé papeshunsdiscussion of politicalfuture scenarios (e.g.,loAger m c e asukrd a’r ewiotrh “ H
Hamas, final status agreement, et@yisitions ofsub-parties within eactparty (e.g., military vs. political wiag

of Hamas); anghositions ofexternal parties (e.g., Jordan, Turkey, US, Europe, etc.). The focus of this paper, in
contrast to previous onegeviewed by this authqris the technicahnd operationahspectsf the variousport

plans especially theiprospects forshort-term implementability. Accordinglythe implicit assumption here is

no changdn the present political situation As noted in theSection 1.2 Objectives,tiishoped that the

proposed conferenceral respective negotiatiaabout Gazgport will bring about such a change.

The followingchaptersincludea shortdescriptionof eachof the remaining5 port plans along withan
assessmenaccordingo the abovelisted criteria.

' aKR2R K YSNBY {KIf2Y
I1l.1 Description

Kerem Shalom Inspection Process

In the current systemthe Palestinian imporexport traffic to/from Gazaisesthe IsraeliPort of Ashdodand
Kerem Shalom Border Crossibgtween Israel and Gazashdod Port ia large, deepvater port with modern
facilities handinga b o u t hal f eekporttrafiicakKerem Shalanstopabed90 km south of Ashdod,
at the southwestern tip of Gaza Stapdthe meeting point between Isragkgyptand Gaza Striporders. The
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importing process includemitial inspection in Ashdodnovingthe clearedgoodsby Israeli trucks to Kerem
Shalomgonducting asecond,in-depth inspectiorin KeremShalom (see belowandtransferingthe goodso
Palestinian trucks fdinal deliveryinside GazaKeremShalom s ma i n trandeeringiggodsfetoveen
Israel,West Bank and foreign countries and Gdrathe pastthe Egyptian traffito/from Gazawas processed in
the Rafah @ssing, located 3.6 kmvest of Kerem ShalonBecause of the limited facilities infRl, Rafahs
currently only used for passengers.

Theinspection angrocessing oPalestiniargoodsin Kerem Shaloroonsiss of the following steps

1 Thepre-approvedisraeli trucls with Gazalestined goodparkoutsidethe entry gateand submit

transfer documents for review anfinal approval.

f  Following approval, the Israeli trusknove intoa special, fence@nd protected drop-off zonesdé a OSt £ &£ 0
whereby te palletizedgoods are unloadedndplacedo n t h e graurdingh by Istaéli labar
The emptyisraelitrucksleave thecells
Thegroundedgoodsin the cellsundergo extensivexaminationby Israeliinspectors
Oncethe goods areleared Israeliinspectordeave the cells and Palestinian labor enters batks the
clearedgoodso nt or i (sledied by Israetyucks, whichtransferthemto the Gazan side.

9 The goods are grounded agamthe Gaza sidetherebyHamasinspectos conduct their own
examination
1 TheHamascleared goods are loaded tnregularGazartrucksfor the final deliventrip into GazaStrip.

= =4

The Israeli inspection @azardestinedgoodsinclude external examination of goo@sd verifying their
conformity to the attached documents and declared description and quantities, which often marafaemng
packagespags drumsandcartons to inspect their contentin cassof supiciousmaterials samples are taken
and sen to a local laldor further testing Sometimes, the inspection includes taking apart appliances (washing
machines, ovensand evercarsand trucks looking forhiddencomponents that can be used in weapons, etc.
Quspiciougyoodscan be confiscated and people involved with them arrestée. feed for such a meticulous
examinationis justified considering that in 2016 alone Israeli inspecio Kerem Shalom foiled 1,226 (1)
attempts to smuggle forbidden itenisto Gazal®

In addition to customs collected by the RAamas collectdues from the goods entering Gaza through Kerem
Shalom. @ verify that the invoicestéached togoods, thebasis for calculating dueare correct, Hamasrery

much like Israelphysicallyinspects the goodsTheHamasnspectionalsointendedto prevent smuggling of

forbidden goods (e.g. drupaswellasmi | i t ary goods t o (Idmimdihg,’ISISe nemi es i n

Figure3 Kerem Shalom Dro@®ff Zoneshows pictures oé typical cellnd theactivitiestaking place there The

left panel shows Israeli trucks waiting to be unloaded; figatrpanels hows t he di scharged (*
with an Israeli inspector examining palletsfresh eggs Asclearlyseen in the figure, the cells are enclosed by
highconcretewalls,with light poles andsecurity cameraslt is understood thasuspiciougjoods can remain in

the cellfor further inspection and investigation foseveral days.

10 Seehttps://www.themarker.com/news/1.3234502
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Figure3 Kerem ShalonDrop-Off Zone

http://www.israellycool.com/2016/06/17/imagedrom-the-kerem-shalomcrossing/
http://www.theepochtimes.com/n3/208545&keremshalomcrossinginto-hostile-territory/

Gazan Goodsvolumes, Sources and Composition

The transferprocessof goods between Israel and Gaza se¢onwork well due to theon-the-ground

cooperation among Israelis and Palestinigriacluding between the PA and Hama&s The PA has the overall
responsibilityfor the Palestiniaroperationson thelsraeliside the PA also collects Customs, a major source of
income.Hamas has the responsibility on the Gazan silge bordercrossing operabn runs5 days a week, 12
hours pe day but, ifwarranted by additional demanatan run24/7. Recentlyit has been processiran average
of about 900trucks dailyand 1,000+ trucks during peak daysMost of the cargo is Gamamports, there is

almost no expow, the result of the presentumbersome and costlyutboundlogistic system (see more in the
section on Transformation of Kerem Sha)orihe largest cargo i®astruction materials (cement, steel,
aggregates, tiles, lumber), followed by food stuff (flour, rice, fresh produce, plaiducts), and fuelThe annual
value of the trade handled through Kerem Shalom is estimated at $1.3 billion.

Israelisthe largest sourcef import cargo followed by the West Bank, Jordan and the Uiaiut 15—20% of
the cargo is coming frorthe Ports ofAshdod and HaifaThe presentsourcing of importargois likely tochange
if a Gaza Port available. For example, cemint largest cargovhichcurrently is sourceéh Israel, could be
bought at a much lower cost in Turkey and shippeddaly to Gaza Port.

Kerem Shalonfracilities and Expansion Options

Thepresentsite expands 650 dunam (6%ectareg. Its main facilities includealledgroundingcells, pumping
stations for fuel, elevated conveyors for aggregate, large X and &ayscanning machins, gates, truck
parking areas, offices, etkerem Shalom hasdenty ofspacefor future expansionn the surrounding, desettke
areas. It was understood during a site visit thadditionalsupport servicessuch asstorage of carges parking
andrepair of trucks, accommodation for drivers, gtare provided in adjacent villages

Afuture capacity constrains the southern portion ofHighway 232the Israeliroad between Ashdod and
KeremShalom along Gaza Strig/e understood that plans for widenirajmd doubling of road capacityere
already approved but the budget has not bedlveatedyet.

11 Kerem Shalom continued its regular activities even when Hamas fired rockets towardn22@@8 Hamas officials made
sure to keep the peacat the border crossingrealizing its importance as the lifeline of Gaza.: &ap://www.al -
monitor.com/pulse/originals/2016/04/road?32-gazastrip-keremshalomcrossingtrucksprovisions. html#ixzz4HVjpMxOf
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Cost of the Present System

The drawbaclof the presentAshdod/Kerenthalom systens thatthe complicatedtransport/transfer process

involves longransittimesand highcosts Thehigh costis attributed to the extra caution mandaden handling

the Palestinian cargo in Ashdadd the need to strip (dstuff) containers and store their content there prior to
trucking itin loose formto Kerem Shalomin addition,Ashdod haselatively-highport duesandthe long, 9Gkm
trucking bylsraeli truckss expensive The Palestiniasiclaim thatthe cost oftruckingfrom Ashdod to Kerem
Shalomamountsto $1 500 (!) perimport 40-ft containerand that the Ashdod/Gaza transfer processesRO -

30 dayst? An econometric modebeveloped bya notablePalestinian economisestimatesthat the use of

Israel ports instead of a Gazan panicreases the cost of trade by 25%ence, he construction of a Gazan port

will increaseG a z @DPsy 4% and import and export by 12.93% and 27.41% respettistlly thepresent
Ashdod/Kerem Shalosystemis functioningrelativelywell and as elaborated in théollowing section on

Economic Fasibility,has the capacity tocontinuehandingthe Gazarraffic for the long term.Other, much

smaller Gaza border crossings (Erez, Karni), were used in the past on a temporary basis to relieve congestion at
Kerem Shalombut the processing of goods these crossings asterminated due to the lackf facilities,

especially the vast grounding areas. Israel also inspects the traffic at Allenby Crossing between Jordan and the
PA, although Israel and Jordan have a lestablished peacélhe inspectionsydgem there ismostlydone during

the” b ato-tka c k 7 bof godsmtiveen Jordanian and Palestinian trucks.

Port of Ashdo®@&a / I LJ  OA (G &

The | sraeld. Port Aut hor i tafdresastavieioh assumpsmdiingtisraglil ans ar e
Palestinian, Jalanian and, in the lorterm, Iragitraffic via rail connection Moreover, following an institutional
reform, two new major portare beingconstructed in the main ports of Ashdod and Haiifabe inaugurated at

2020. Bth new ports areoperated by privat, global port operatorsinder longterm concession and lease to

the Israeli Port Authority Facing competition, the existing port companies of Ashdod and Haifa also are

planning on major investments in facility improvement and equipmeéunsequently, @ shortage of port

capacityis forecasted even in the long term in Israel, even when considering the Palestinian traffic.

LongTermNeed for Kerem Shalom

The distance between Ashdod and Gaza Bityugh Erez Crossing only50 km, well within trucking nage.
Henceunder normaj peacefulconditions, Gazashould be served by Ashdahdthere would be no need for
Gaza Port anderem ShalomHowever,as noted at theoutset of this paper; r epgedcé is not achievable in
the foreseeable futur@nd even at the time of such peace there will most likelybed foran elaboratesystem
of borderprocessingnd, especiallysecurityinspection Hence, it seems that the Kerem Shalom complex will

be needed in the long terrandis likely tobe expandd to handle thfutured e mand of Ga&Aa’' s ecc

more elaborate discussion of the futurel¢érem Shaloms i ncl uded i n the section
Role in Section VI.1

[11.2 Assessment

Israe) ecurity

The current system seems to fully satisiylse | ' s security concerns.sa The sy
preliminary one in Ashdod and andepth one, including groundirand physical contact with goodsin Kerem
Shalom.

2Seeport2port, 145-2015
13 Eltalla, H., (2016)lournal of Economic Cooperation and Developi&hR, 3550

A. Asharwww.asafashar.com Paged Gaza Port’'s Altern

C



Palestinian National Aspiratios

The current system does not satisfyethational aspiration afieitherthe PA norHamas.Using Ashdodlso
reneges orisrael signed agreement® provide a Palestinianwith anational port in Gazaas discussed in
Section |.1 Promises and Stalemate

Economic Feasibility

The current systendoes not require investments in additional port facilitiessAshdodsince the Palestinian
traffic consists a small portion, estimatat2014at about4% of Ashdod ismport traffic by Israef* Moreover,
Ashdod is currently undergoing a major expansion intended to double its capgcgvelopng a new private
port, Hadarom Port, based on a longerm concession with the Israeli Port Authorityence, there is no
objective need for Gaza Por&ill, using Ashdods very costlyfor the Palestinian(see above)

Economidmpact

Kerem Shalorsan be further developed d3ry Port and Logistic H@s described in the Brish/Kerem Shalom
Plan(Section VII) However, since the curredtshdodbasedsystem is perceivelly the Palestinianas
provisional, it isdloubtful that they will support theKerem Shalordevelopment plan

Political Acceptance

|l srael ’ s positi onlsraethenefits rdmth@acanomic@ativitiesrredatedhta thedPalestinian
traffic; on the other hand, Israel prefsrthat as part of theseparation policyPalestine will have its own port
andseverits dependerceon Israel ports. Using Ashdods the least desirableption for the PA andespecially
Hamas, although, with nather alternative in the horizon, thepegrudgingly cooperate with Israel. Egypt has
not been involved in thelebateon the Palestinian port H e n c positiorEigungbear Havever, i seems
thatsinceEgy pt ' s migits own seaunityiteacqniesces tohe current systenbased on Kerem Shalom

VDI IV Ati280 YIF aotftly

I\VV.1Description

The Gaza Posite destroyed by Israéd located in the Nwgrat area, about 5 km south of Gagaty Isounday.

It is unrelated to the small and shallemater port within Gaza City, which is only used for fishi@nly limited
information is available on #hNuseiraport. Figure4 Gaza City Port diluseiratshows a rendering of the
envisionedport facilitiesbasedomp | ans dev el op e dsseaninthis figuréhepranngdpod 0 ' s
facilities were limited, mainlgearedfor handling generatargo andiquid bulk It is doubtfulwhetherthis port
couldserve theentire import-export trafficof the 4.7 million Palestinian® Gaza and the West Bank. Moreover,
it is understoodhat the areaoriginally designated for the pohasalreadybeentaken by squatters from the
nearby refugee campsGenerallyGaza Strip is densely populated and highly cosigel, especially the area
nearby Gaza Citywhereby theentire Strip width is only6 km

“Based o ghammerohShipping\nother estimate indicated that only 3,000 containers, or 0.4% out of the total of
about 800,000 containers Inaled in Ashdod, was destined to Gaza.
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Figure4 Gaza City Port at Nuseirat

https://www.israelandstuff.com/wpcontent/upIoads/2016/02/Prpoe@azaseaport.png

Constructing atandalone port in an open coastline regesan elaborateand costlysystem ofmarine facilities
such asdreakwaters andhavigationchannelsalong withreclamation of land and construction sforage and
cargohandlingfacilitiesand equipment It seems thatthe Palestiniah sost estimate fothe port presented in
FHgure4 at $100 millionis unrealistic and the cosif this portwould probably be in the $206 300 million
range This cost does not include new roadd rail acces(see below)

Theareareserved forthe future port isrelatively small andgurounded by refugee camp§learingthe area
requires demolition of houses and removal imhabitants presently livinghere. The port, as seen Figude
includes a major tank farm for storage of aileainga major environmentahazardfor the surrounding
population Providing highway accedsr heavy truckshrough the surrounding refugee camps includimglti-
lanegates truck parking areas, etc.,ould be difficult requiring demolition andevictions to create the
necessary rightf-way. It is unclear if rail access the proposed port are#s possiblat all. Thereis no room at
the Nuseirat locatiorfor future expansion and, especially, foort-related industrial parg, the main source of
future employment It should be notedn this respectthat constructing a new port in an urbarea contradicts
aworldwidetrend ofremoving ports and the heavy traffic generated by them outdifies > As seen in the case
of the Israeli ports, moderports occupyvast areas for both the port itself apespecially, the adjacemuort-
relatedindustrial parkslt seems that theareaat the southern edge of Gaza Gstyould be used asxpansion
areafor the highly-congestedCity, for modern residential neighborhoods, parks, hotels, dtderestingly,
realizing the difficulties of developing a port in the Nuseirat area, the Palestinians suggested, in 1999, to relocate
the port to the wider and less congésd southern region of the Strip, ne&han Yunis °

Developing Gaza City Port will not elimin#tie need forKerem Shalom, sincéis port will only handle the
import/export traffic moving by ships to/from overseas pointdut not the traffic to/from Israel,the West
Bank,Jordan and, to a large extent, Egypt.

5 For example, the Israeli Port of Ashdod was constructed to replace the small and inadequate city ports of Jaffa and Tel
Aviv. Ashdod was constructed on a wide and open stretch of shoreline 40 km to the south.
16 See: http://www.globes.co.il/news/article.aspx?did=174631
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IV.2Assessment

Israe) &ecurity

Israel considershie Gaza City port plaasthe worstin terms ofsecurity, even if Hamas agreds international
inspectorsthere andprovidinglsraelwith access teecurity cameras

Palestinian National Aspiratios

Gaza Porwill fully satisfy thePalestiniamational aspiratios. Gaza Portvas aprominentrequirement in all
negotiations and alreadycludedin at least 3 agreements between Israel, Hamas andPhe

Economic Feasibility

Unlike the relativesmall Gaza City port, the Island port, with itsfBQvater depth, is a major port. We already
noted that the construction of the new major port in Ashdod will satisfy the-@nm needs of both Israel and
Palestine. In addition, as will be discussed in the next chapter, Egypt has begun developing a major port in El
Arish. Ashdod is only 35 km north of Gaza and El Arish is 45 km south of Gaza. It would be difficult to
economically justify the development a new, major port between these two, especially a higékpensive,
islandbased one involving investments of $2.2 billion.

Constructing a standalone port, especially the marine infrastrucinmeakwaters, channels, dock#

expensive. Moreover, due its small size and limited capacity, the port will only be able to handle part of Gaza
traffic with the rest remaining in Ashdod. Still, if operated efficiently, Gaza Port beuddonomically feasible,
since due to its locatioit will not face compétion for handling the Gazan traffic.

Economidmpact

The port area is limited andill only allowthe construction of basic facilitiebut not port-relatedindustrial
parkssuch as those envisioned in Kerem Shalom gseton on Transformation d€éeremShalom)Hence, the
economic impact of this plan is limited.

Political Acceptance

The main supporter of this plan is Hamas viewing it as a major political victory over Haagls also expext
the port to bea catalystfor economic activities anaspecially a source aicome from Customs currently
colleced by the PA.The PAalready stated it®bjection to this plan, viewing asldamasattempt to create its
own*“ mi-snti alf Isrdelvehemently @posesto this plan. Egypt has not voiced publigopitionto GazeCity
Porttbut is |likely to support I|Israel’'s position.

~ 7

VDITF LAfFYyR t2NI oYIFOGT tfly
V.1 Description
Location of Island ShorBased Gaza Ports

Following the impasse in the Gaza Ptstael's Minister of Transport, Yisrael Katz, has propfisgtdn 2011
and more recently in 2016 and 201 construction ofa Palestinian port oan artificial island4.5 kmoffshore

17 Seehttp://www.jpost.com/Arab-IsraeliConflict/WiltGazaGeta-Port459745
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Gaza Originally it was thought thattahis distance, the island will ke international waterputsideD | T | Q

territorial waters. Another plan, developed in 2017 by Portland Trust, called Connect Gaz#& 20dbalso

includes an island porEigure5 Island and ShordasedAlternative GazePorts presents the locatiosof two

island plans along with two shoteased plans. THecationof the island portat the 2050 Plan is at the northern
“Connect
connecting the West Bank to Gaza. The location assumed for the gtatzRlanis nearby Gaza City,
presumably athe Gaza City Port at Nuseirat which it is purported to substitlitee discussion in this paper only

mosttipofGaza Strip since, as the name

~

a

sugges

concerned Katz Plan. The island port of the 2050 Plan will only be briefly discussed at the end of this section.

Figure5 Island and ShordasedAlternative Gaz&Ports
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Figure6 Gaza Island Porhows a rendering of thproposed islandhs appeared in | srael’ s
publications As seen in this rendering, the 8 sq kx 2km) s | and i n dceommodate apda@ti wi | |
maring, an airportand, according tonediapublications, a power plant, a desalination plant and other

infrastructure installations- but no residential or industrial areas. Katz Plan has wider aspisatitan just

providing for a port for Gazdhe discussion in thisaperofK at z' s | sl and Pl an is | i mit

Figure6 Gaza Island PoiKatz Plan)

ar-«

X

io\

f
Sl
[
=
-
-
=

-

X

Israel's Ministry of Transport; Ashar

Securitylnspection System

The reason for constructing the portenn o f f shore i sl and in Ka+mt s plan i
shortage of spacer a need for deep waterAccordingly, thé&eyfeature of the islandas it was originally

conceivedsits location in international waters with the only connecton to the mainlandviaa long bridge

Since the Island is (presumably) located in international waters, it would be pladedinternational control

(not Palestinianyvith Israeli(or Israeli, in a different versioimspectorscontrolling the checkpointon the

bridge Theunique security feature ofre Islandwvould belsrael ahility to close te bridgeand even bomb iin

case of resumed hostilityy Hamas

During my recent meeting with thilinistry of Intelligence Affaithe Ministry epresentatve acknowledged
thatthe Islandwould bewi t hi n Ga z a’ s(see section belaw). iNevertheledlse iespestion
system would still be based on international inspectoczatedat the port-- on Palestinian land. The inspection
on the bridge wli be by Palestiniandsrael will be allowed?)to haveremote inspectiorequipmentbased on
securitycameras and nospecified new technologies.

¥ The terms seaport will be used in this paper to distinguish the (sea)port from an airport.
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LatlyRQa [20F0GA2y GAGKAY DFTFQa ¢SNNARG2NRFT 20
It seems that therevasa confusiorwith K a t aziginallslandplanwi t h r egar ds t oinstddhog | s | &
out si de Gaza’ sTertiterial wvatetrsmadied li nweat earss t he portion adj ace
andregarded as a sovereign territory of the state. According todhEConvention on the Law of the Sea (1982)

the territorial waters can extend up to 12 Nautical MildBW) or 22 km, whicmo st of t he wor |l d’' s
adopted® I n the case of Gaza, |l srael, for secaabdrdery, r eas
including all land, sea and air accessBat,| s r a e | has never claimarsfT@rritor
maintain security, Gazan fishermen were initially allowed to fish up to the 3 NM (5.6 km) offshore, later

extended to 6 NM (9rk) and, since 2016, to 9 NM (16 kif{)nterestingly, under Oslo Accords, Palestinians

could fish up to 20NM (36 km)ffshore?!l n or der for Katz’'s I sl and to be i
territorial waters it should be located beyond the 1®INboundary, or more than 22 km (!) offshore. The water

depth 22 km offshoreould reach 200+ m, rendering largealereclamationand construction of an artificial

island and a connecting bridgeohibitively expensive, or, perhaps, technically impossilb®reover, ountries

are not allowed taexpand their territories intanternational waterdoy creating artificial islandsutside their

territorial waters which may encounter the objection of neighboring countries as recently demonstrated in the
recentconflict in South China Sea

Altogether, it is unclear why the island in Katz Pleas placedt.5 km offshoreg St t A GKAY DI 1T | Qa
waters. Snce the main feature of the Island is the security provided by the bridge nathgonstruct the island

0.5 kmoffshore, resulting in huge savings in costs of lb#island and the connectingidge? The security

provided by a 4.%m bridge can be equally providedbya®.5n br i dge ..

Competitionfrom other Major Ports

Unlike the relativelysmall Gaza Gitport, theK a t Iglandsport, with its 3@n water depthand large foot print as
depicted in Figure Gs a major port.Is theremarketdemand for a major porin Gaza? élready noted that the
construction of the new major port in Ashdod will satisfg fongterm needs of both Israel and Palestine. In

addition, as will be discussed in the next chapter, Egypt has begun developing a major port in El Arish. Ashdod is
only40km north of Gaz&ityand EIl Arish i80 km south ofit. It is unreasonable toxpect big ships serving

deepsea tradego call at3 portsalong the 20 km stretchbetween Ashdod and EI Arish.

Constructionand MaintenanceCosts

According tovariouspublications related to Katz Island Plame tonstructioncost of theentire island located in
deep, 30m water,would be about5 billion; others suggested’$ 12 billion.?? According to Minister Katzhis

cost will NOT be paid by Isrdmlit by the international community (China, Saudi Arabiaffortunately, very

little is known aboutthe Islandsince o documentsconsisting obcale drawings, preliminary engineering, review
of environmental issues and cost estimates have been publighexifar Moreover, he depiction of the port in
Figure 6 indicates unfamiliarity with port opematis For the sake of discussidrassume that 1/3 of the $5

billion, or $1.7 billion (5 x 1/3) is allocated to the port. There is a need for additional $0.5 billion for marine
facilities (docks, yards, gates) and equipmg@nanes, buildings)f a major prt, resulting in a total investment

of about $2.2 billion. In addition to the initial construction cost, artificial islands, especially in open sea, require
costly periodical maintenance due to settlement and loss of fill materials (sip@ogktructiontime may

19 Seehttps://en.wikipedia.org/wiki/Territorial waters

20 See https://www.nytimes.com/2016/04/04/world/middleeast/israeéxpandspalestinianfishingzoneoff-gazascoast.html?_r=0
21 Seehttps://www.dailysabah.com/mideast/2017/06/28/israekeducesgazafishingareato-6-nauticatmiles

22 See:http://www.nrg.co.il/online/54/ART2/237/742.htm
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extend10years including 3 years for studies and permits (by whar8&png resistance from Israeli and
Palestinian environmental groups is expected.

Offshore Islands arasuallyconstructed in shallow waterf.5—2 km offshorein protectedharborsor enclosed
seasIn INSS study oranartificial island in Gaza, the proposed island also was located only 0.6 km offshore
where the water depth is about 10.% This is not the case witkatzlsland locatedin open sea with waves
often reaching 5 m andiater depth of 30 m, requiring a huge amount of fill materfalsits construction
unavailable in this regiotdence, theconclusion® f a r e credmmatiaibased gffshoré islands are
impractical forlsrael due to lack of local construction materigtsit should be noted that the 3én depthin
Katz Islands way beyond the X planned forthe newmajor ports of Haifa and Ashdodndmostmajor ports
worldwide. One noted example in which this authwas involved is thartificial island for Moin Port, Costa
Rica This major port, currentlynder constructionis located 0.5 km offshorevith water depth of 17 m and
investment cost of about $1 billionThe islands proposed for Gaza as part of lastiange (2003) also were
located 600 m offshoré&

Land costn artificial islandseven if located close to shoris,much higher than onshore. Henestificial islands
are mainly used for luxury hotels and residential aresde.g., Dubaand, perhaps,Tel Aviy, or environmentally
unfriendly infrastructure (e.gnoisyairports) and industries (e.qair-polluting petrochemicalbplants, hazardous
LNGinstallationg. It makes little sense téocate on thehigh-costislandthe large portrelated industrid park
envisioned foithe desertlike land atkerem Shalonfsee section on Transformation of Kerem Shalom).

Land AccesBroblems

Another problemwi t h K a t aréady addredsenl im the previous chapter on Gaza CityiPlandside
accesdor heavy tucksand, if connection to the West Bankssught railaccessRail connectiorrequiresa
largearea for anintermodal railyardswitch yards, etcalong with expansion of the bridgd he landside access
would beespeciallydifficult in the areaadjacent to Gaza City where both the Hamas and Katz lal@ndcated.
An alternative location, at the northern tip of Gaza Strip, is propdseBortland Trus2050plan, which includes
a major port located on an offshore island mugthser to shorethal at z ' sThd reakoa fordhaorthern
location ofthe 2050 Plaiis theclosest proximityto the West Bank® But, & seen in Figure Shé Strip at its
northern section isarrow andalready populatedaindcannot accommodata large port-related industrial park
It seems, that this areshould bebetter reservedfor future expansion ofhe sprawlingGaza CitAJabaliaurban
area

Grounding Areas

Regardless of locatigthe mostcritical problemwith the Katz $landPanis securityinspection. The present
well-proveninspectionsystemin Kerem Shaloris basedon groundingall incoming and outgoingargoes irvast
drop-off zones protected by security walls anglith capacity tohold suspiciougjoodsfor several dayd.ocating
thesegrounding areasn the island wildramaticallyincrease the size and the cost of the port.

23 Seehttp://heb.inss.org.il/uploadimages/Import/(FILE)1194247949.pdf

24 See:Maritime Strategy of Israel 20161aifa Research Center for Maritime Policy & Strategy, Jan0ai; p.166. The

report suggests wusing “floating islands”, or steel pl atf
platforms have limited area and therefore are unsuitable for ports.

% Seehttp://www.news1.co.il/Archive/003D-2311-:00.html?tag=2124-01

26 See:http://www.portlandtrust.org/sites/default/files/pubs/executive_summary.pdf
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Hama<Xontrol

Politically,Gaza Island Poshould be consideregimilar to Gaza City Potioth arelocated inside Gaza Strip and
therefore controlled by HamasThis similarity \as the reason fothe rejection of Katzlsland Por®l an by | sr a
Prime Minister and Minister of Defenséaiminginsufficient inspection arrangemengsee section oPromises

and Stalemate) Interestingly, jidging by recent publicationg,seems, however, thatlinister Katz and his

supporte's considerthis rejection only as temporasy.

The Palestinian r espons ethusfar The#alestinians reda@anthelislarsl pdsne e n n e
unrealistic because of its high coathich according to Katmill be covered byinnamed* f or ei gn i nvest
Some Palestinian commentators even suggested that it exanse by Israel to put offiscussiosaboutmore

realisticport plans ThePalestinians also noted that theldand cannotarve as an Isradind to beexchangd

against Palestinian land in the West Basikce the island is located on Palestinian territ(w§thin the

territorial waters)

V.2 Assessment

Israe) ecurity

The Gaza Islariébrt Plan, basedn internationalinspectos,d o e s n o't satisfy .lsalael ' s
does not trust international inspectors ewd Israelis provided withaccess to security cameraad/or remote

inspection equipment. fie only acceptable inspection system is that allowordsraeli hand¢so“ t ouc h” t he

cargq similar to that presently in operations EeremShalom.

V.1 Assessment

LANI St Qa { SOdzNA G @&
The ElArish plan, whereby all the Palestinian traffic would be moving through Kerem Shalom, is similar in terms

of securitytote current system, using Ashdod-:-Arishandthene i s s oI
through tunnels smuggled into Gaza. However, the r
control on Gaza’' s sout hiEgyphsedms to doa bettdr jpb tiag Igrget in maintddrong e o v
security on Gaza's southern border, including clear
the border.

Palestinian National Aspirations

Although the Palestinians will have theutanomous terminal named Palestine International Port iAEsh, it

will still be located on Egyptian soil well inside Egypt. Hence, this plan will only partially satisfy the Palestinian
national aspirations.

Economic Feasibility

Constructing the poras part of a larger port complex would substantially save on cost, although tkin 45
trucking between EArish and Kerem Shalom will add to the cost. Still, it is about half the preseat) 90
Ashdod/Kerem Shalom trucking distance, which also ingalsing higftost Israeli truckers.

27 Seehttp://www.ynetnews.com/articles/0,734014933282,00.html

A. Asharwww.asafashar.com Pagel7 Gaza Port’s Alterr




Economic Impact

The development of the Kerem Shalom complex, as described above, is expected to have substantial economic
impact on Gaza, the West Bank and to a lesser extent Egypt. The developmeAtishElort willalso have
substantial economic i mpact on Egypt’s Northern Sin

Political Acceptance

The ElArish/Kerem Shalom Plan depends on the consent of Egypt. It seems that the plan would be

advantageous to Egypt since/&ish Port will not be developed wibut the Palestinian traffic. Still, it could well

be that despite Egypt’s public statements supportin
Hamas, would prefer to veer away from any real involvement in the conflict. A refusgypf to assist with the
Palestinian port may have faeaching implications on their status in the Isre@dilestinian conflict and among

other Arab states.

Hamas may object to the-Bkish plan viewing it as a threat to their Gaza City Port ambitiodsaarattempt by

the PA to control Gaza. Still, in terms of actual cargo flow, tAeigh plan is similar to the existing one through
Ashdod, with both use Kerem Shalom. Hence, it is reasonable to expect Hamas to begrudgingly accept the El
Arish/Kerem Skl om Pl an. Hamas may also realize that the *
impractical due to shortage of space and congested land access and thatAhistgblan is preferable over the

Ashdod one. The PA is likely to support the plattereding its control and influence from Kerem Shalom all the

way south to EArish, and expecting it to boost the development of the Kerem Shalom Complex where the PA is
already present.

Israel has no political reason to oppose the plan and may even guipmeeing it as an important step toward
implementing its declared policy of separating Israel from the Palestinians.

Palestinian National Aspiratios

Assuming thathe island is located within therritorial waters of Gaza and operated by Hamas, ¢hisrno
much difference between the IslaiRbrt Plarand theGazaCityPort Plan described in the previous section
both plans fully satisfy the Palestinian aspirations

Economic Feasibility

A roughestimateof the constructiorcost ofa majorport on an sland4.5 km offshoras $2.2 billionthe entire
Island which the port is part of ittosts $5 billior). In addition,the deep-sea island requirgcostlyperiodic
maintenance The Palestinian traffic, even if all of which directed through this igtemt] cannoteconomically
justify such an investment.

Economidmpact

The port areaon thelslandis limited and wilbnly provide forbasic portfacilities but not for industrial parks
such as thosenvisioned for Kerem Shalormience, the economic imp#of this plan is limited.

Political Acceptance

The main supporter of this planliss r a e |
security expertsIf the Island is controlled by Hama$amas may supportthisplanasa econd be st
City Port. However, in this case, the R\likely to oppose it as discussed in the chapter on Gaza CityHggpt
has not voicedts opinion regardinghe IslandPlan

s Mi ni st e repoaedly gitrerdsraslimioigtetsantl i on a
K t
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VI.1Description

Kerem Sham @ntinuation

The main problenwith KatzlslandPlan along with itggiganticcost,is its inadequate securityystem based on
international inspectors. Other problems sterorinthe snall areaavailablefor port related industrial parkn

the island Thetwo plans proposedby this author, Ashar | & |lare devisedto address the deficienciadentified

in Katz Plapespeciallyin the area of security, since bofitans allowisrael inspectorsdirectcontactwithGa z a’ s
import/export traffic.

The principles underlyingshar Plasare:
1 Retaining the present and welroven systenof processing all Gafadiaffic through Kerem Shalom
1 Transforming Kerem Shalom into a Dry Parid developingt into tri-stateindustrial park; and
1 Providing the PAvith anautonomousseaportlocated on Egyptian soil unded@ang-term lease a close
substitution to a fullsovereign port

Expandingand TransformingKerem Shalonis the focus of Ashar Plan The intention is to build on the success
of the presentAshdodKerem Shalonnspection systenmexpandthe existing facilities there taking advantage of
the availability ofamplelandthere and, especiallythe strategidocation Kerem Shalom the only meeting
points betweenthe borders of Israel, Gaza angypt.

The firstversion of Ashar Plandescribed in this section, is ilacludethe Palestinian poraspart of the
expansion plan of the Egyptian Port ofish the second version, described in the next section, is to construct
a new portadjacent b Gaza Strippn the Egyptan side of theborder.

Autonomous Porand LongTerm Concessions

ElFArish isan Egyptian porfocated45 km south of5aza's southern border with Egypitheinclusionof an
autonomous Palestinian terminal within the EgyptiatAEsh Port follows @ommon practicavorldwide. There
are severatountriespresentlyproviding theirneighboringlandlockedcountries with autonomous ports via
longterm leaseg99 years + extension): Tanzania/Zambia; Peru/Bolivia; and Uruguay/ Parkgiids respect,
it is interesting to note thaBaudi Arabia provided Jordan with the land needed to expand AgabalPsmiould
be emphasized thaniall these cases, the pdand was given under loAgrm lease, with no transfer of
sovereignty-- unlike the case of the strategicallycated Red Sea Islands of Tiran and Sanafir, recently
transferred from Egypt to Saudi Arabia.

Following a growing worldwide trenché actualinvestor and operator of the Palestinian termimabuld most

likelybe a gl obal port operator. Al Eaxpampded Sgez Gamall por t ¢
were given to foreign global port operators through concessions andtkmgleasesF or ex amp |l e, Eg)
Sokhna port, at the southern entrance to the Suez Canal, was given to theliasiedDPW under a concession
involving investments of $700 milliomhis also was the case with Isfa@ew ports in Ashdod and Haifa, both

were giverto foreign concessionared s hdod’ s new Hadar onrbagedTerminabas gi ven
Il nvest ment [|Handfratz BontaShahghai ingerhagional Ports Group, with each concession

involving investments of about $500 million.
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Egypt Consent

The ElArish andSouthGaza(see belowplansare based ofongterm leases of Egyptian lands and therefare
criticallydepencenton Egy pt ' s ¢ 0 n s e rbéenconsiSténtty de€lang thetr commitsnentioa v e
support the Palestiniang resolving the Israeli/Palestinian conflicEgyptlsomaintains close relationship with

both Hamas and Israehcludingbrokeringthe recentceasefire between the two. Over the years, there were
persistent news about talks between Egypt, the US and the PAdiagasettling Palestinian refugees in

northern Sinaiincluding suggestions that Saudi Arabia would compensate Egypt for thidwearecently

there were sever al i ndications of c l,aherdby el ne di scu
compensates Egypt for the land transferttte PAin Sinawith anequivalent land in thésraeliNegev?® Another

option was an indirect transactiomhereby Egypt leases the land to Israel which, in taatleases it to the PA

It should also be noted thd&gypt already has usedAlish Port to handle Gazan traffiuring the Egyptian
control of Gaza (19481967), all Gazan traffic was handled through Port Said and Rafah crd3sifiadp
crossing is still used sporadicaitainlyfor passenger.

The Pot of EFArish

Figure7 Present andExpanded Plan of El Arish P@fiows on its left side the existing port and on its rigabel
the expansion plan with the proposed Palestinian pBresently, EArish has a small pgrseen on the lower
left panelof Hgure7. The specifications of the proposed poshown on the right panel of Figure 7, have not
published yethut based on this figure, geems that the poris intended to be anajor port. The total cost of
constructingthe port complex in EArishwould probablybe $500 millior+ and would take3 - 5 years to
complete k seems based on Figure, that EFArish has already begaonstructirg a new breakwaterbut
stopped?® The reasorfor not pursuing the development of-Brish presumably is thatthe localpopulation of
160,000and its related economic activisamot generate sufficient traffic to justifthe construction ofa major
port. Apparentlyto support the construction of a major poiEgypt needthe traffic generated byGaza s
population of 1.8 million. A probable arrangement would be ftre Palestiniango havetheir autonomous
terminalwithin the expanded EArish asdepictedby the red rectanglen the rightpanelof Figure7, based on
a longterm concession (but not sovereigntince he Palestinian terminal will be part of a larger port complex
it will have to cover only a portion of the costtbe marine infrastructure suchsbreakwaters anchavigation
channels. Accordinglthe estimated total costof the Palestinian a@nomous terminatanges $100- 150
million. Based on worldwide experienceith ports, with that level of investmenthe Palestinian terminal in El
Arish islikely to be self-sustained

28 See http://www.jpost.com/Arab-IsraeliConflict/Securityand-DefenseA-port-for-Gazain-Sinai460436and, especially,
http://www.middleeasteye.net/indepth/features/analysighere-planforce-palestinianssinai1669375394

29 More recently, Egypt announced its intention to build a completely new port outside the existing one. See:Port,
May 21, 2017.
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Figure7 Present and Expanded Plan offslish Port
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The Palestinian Podnd the trucking to Kerem Shalomill be under the control othe PAand by, at least in

part, Palestinian labor To reemphasizeall the Palestinian cargo in-lrish will be truckedand, in the future,

railed) to the existing bordeicrossing complex in Kerem Shalokacordingly, the EArish/Kerem Shalom Plan is

as secure as the present Ashdod/Kerem Shalom sysitdra.goods moving between-Etish (or South Gaza in
AsharllPlan)andekr e m Shal omowd? | wbeh“Cnstoms clearance prov
presently done.

Kerem ShalonTransformationinto Dry Portand Tri-State Industrial Park

Presentl!l vy, Kerem Shal om’s sol e f unergbytbhemain activity & inspectiog ofas a
Gaza import/export traffic. dtlowing thefuture growth in the Palestinian impo#txport traffic,the Kerem Shalom Complex
canbe expandedand transformednto a édry port€, consisting of sirageyards and warehouses for cargaasond The
nearby area could be declaredsaecial Economic ZongECZ)serving as &ree Trade Zoné-TZ) LogisticHub and

Industrial ParKor port-relatedand, in the future, norrelatedindustries.ECZrovidestax ncentivesand FTZ provides
exemptions from Custom$oth are designed to attract investmenin portrelated industries.Egypt, a potential

participant in Kerem Shalom transformation, has a long history of developing ECZs and FTZs nearby its mdgrgorts a
the Suez Canasom Recently, DP World, a leading global port and logistic operator based in Dubai, established a joint
venturewith the General Authority for the Suez Canal Economic Zofgtiner expand and enhance the zon&Another
example islordan Gatewaya recently inaugurated FTZ and Industrial Park, located on the Israeli/Jordanian border,
planned to reach 3,500 dunams (350 hectares), employing 13,000 p&ople.

To illustrate the operation of the future Kerem Shalom imagirn@&azan importeof steel(or lumber, cement,

tiles, autos, flouretc.), which currently has a storage of say 100 tons of steel. In the future, this importer could
bring in to hisstoragein Kerem Shalora vesseload of 5,00&on or even20,006ton imports, process ithere
andsendtruckloadsfrom there directly to construction sitessideGazaGaza Strip is small atige distance
between Kerem Shalonfocated at the southern tip of the Strgmd Gaza City is only about 25 kim entire
industryof construction mateials feady mix concrete, tiles, stesiructures, door& windows sanitary

30 See:

https://www.porttechnology.org/news/dp_world to develop suez canal economic zone?utm_ source=GatorMail&utm medium=emai
I&utm_campaign=Newsletter+Daily+08-2017

3L Watch:https://www.youtube.com/watch?v=Q0TB7d16uKI
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fixtures), furniture, food products, textile, plastic, etcouldbe developedt Kerem Shalorrtaking advantage
of the availability ofmported raw materiak and favorable Customs arrangememsfresh produce center, with
a packing housand coldstorage could also be developeat Kerem Shalorto supportthe future export of
Gazan andin the future,Israelifreshproduce.Hence, for a large portion of thenport/export goodsKerem
Shalomwould be the actual origin/destination poirdf the cargo

The Israeli rail systemvhichalready reaches Netivot, about 40 km north of Kerem Shatooid be extended
to connectKerem Shalorto a border crossing in the V8eBank (e.g., Tarkumiyaear Hebron100 km away
The Israeli rail systewould be usedo transferinspectedand Customglearedforeign goodgo/from the West
Bankviad f |y R oshdidesySusittrains? Thesamerail servicealso will be usedor handlingintra-
Palestinian taffic between Gaza and the West Baiik. support this rail operation, a large intermodal and
switch/storage yardsouldbe developed at Kerem Shalom.

Kerem Shalom iy Port, the centerpiece othe two Ashar plas, couldbe developed into & mu-ind d dudb,”
connected byoad,rail and sea, the lattervia#lr i sh’' s Pal est i n(erSouthtGazaoa)t i on al
The expanled Kerem Shalomalsocouldbe used to move cargo between Egypt and Gaza, while Rafah Crossing
continue toonly be used for passengersAnother proposal ito relocate the current bordecrossing terminal

between Israel and Egypt from Nitzana to Kerem Shaldnis, in turn, wuld facilitateEgyptian participation in

Kerem Shalonturning it intoatri-state industrial park

Kerem ShaloniRole inPeacetime

The development odkerem Shalonmto adry port and later, atri-stateFTZECZi s at t he center o
plans. Kerem Shalowill not lose its importanefollowing a final peace agreemehbetween Israel and

Palestine however On the contrarythe final peace agreement is likely timcreasethe Israeli/Palestinian
intra-Palestinan and Egyptan/Palestinian trade and traffic, all of which will be processetthrough Kerem

Shalom Processing traffiof goodsthrough national borders, even between friendly nations, requires large
border-crossing facilities as seen, for example, in the border crossings between Mexico and(¢éhe, U8redo
Crossing)Only Kerem Shalotmasthe spacefor developingargefacilitiesrequired to efficientlyprocesshe

future volume of goods transferred among the three countredeng with the future FTZ/ECZ related industrial

park Kerem Shalom alswill bethe only connecting point betweerail systens ofEgypt and Israeincluding

facilities to transfer locomotives and crewistermodal yardsstorageyards,etc.

Gaza Strip is congestethe Portland Trust 2098an for Gaza Strimdicates that theannualpopulation growth

rate at 3.4%is one of the highest worldwid& At this rate, theremainingopenareas between thexistingurban

centers in the Strip will bguicklyfilled up. Kerem Shalom is located at the widestd least populatedsection

of Gazawhereopenspace is still avaltde. K er em Shal om area is already desi |
area in the 2050 Plan. The Strip could gain additional areas there from Israel as part of the futiexclaauage

between Israel and Palestine. Kerem Shaloaiss locatedat the soutern end of theplannednorth-south

arteryalongt h e Sasernbordes with Israebnd it will have a convenient access to the sea through the

security neman zone along th& t r goythers borderin short,Kerem Shalom is the only area where adarg

industrial park can be developéd Gaza

32The concept of landbridge, developed het1980s the US, refers to a rail route between the West and the East Coasts as
a substitute to a longer sea route through Panama Canal. h8pe//en.wikipedia.org/wiki/Land bridge
33 See:http://www.connectedgaza.com/contactus
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No Need for Security Inspection?

Kerem Shalom present role is security inspection which, as stated at the outset of thisipdabemost critical
componentofGaza’'s port plans. Foll owi ng awillffaderawdyando e ace a
perhaps, in the longerm, there will beno need for security inspection At that point, Kerem Shalom will

become a commoimdustrial parkstraddling 3 states enjoying normal trade relatiowgth excellent sea and

land connectivity under ajoint Palestiman, Israei and Egypain management

VIl { 2dz0 Kk DYSNBY {KFf2Y 6! aKI NJ
VIl.1 Description

Sea Extension of Kerem Shalom

This plan has mah similarity to EArish/Kerem ShalorRlan,since in both plans thBalestiniarport islocated
on Egyptian sodnd the port traffic is processed through Kerem Shaldiire main difference are in location
and type of port.histead of locating the Paléstan Port 45 km away from Gaza inMEish, theSouth Gaz#&ort
will be locatedon Egyptianiandadjoining the south border of GaZdnlike the major port planned for Hlrish,
the intention here is to developlacalport. In both Soth Gaza andEFArish cass, the FA (or a third party on
its behalf)will be grantedalongterm leasefor the port site, for which it wilpay rent to Egypprobably on the
basis of tonnage handled at the port ($/tonjhe PA also will be responsible for the entiostdo construct the
port.

TheSouth Gazaort will begeared tavard handlingthe cargoes required by Gazammsports ofconstruction
materials (cement, steel, lumbefasic foods (grairflour, oi), live animalsenergy products (gasolingjars,

farm and earthmoving equipment, and exports of fresh produce, furniture, textile, &aost of the cargo

handled at this port will bearried on multipurpose ships, RRo ships, small bulk ships asmall (Panamax)
feeder/shortseacontaineshipsup to, say30,000dwt. Some of the ships could combine a call in Israel or Egypt
with a call in South Gaz#&or example, ahip withbringing 20,000 ton of cement, could discharge 15,000 ton at
an Israeli port ané,000 tonat South Gaza.

The proposed poracilities are relatively smadind relativelysimple and only include the marine sjdgnce all
terminal activities will be handled at Kerem Shalddreliminarily it seems th&hase |, including breakwaters,
13-m entrance channel, turning basin, 8@0docking length (3 4 berths) and handling system based on Mobile
Harbor Cranes requires investment of ab&i60 million Based on worldwide experience, it is reasonable to
expect that this portwhich initially will probably handle about 1 million tonraually,will be economically self
sustained Hence, he investment and operations are likely be by theprivate operator

Direct Deliveryto Kerem Shalom

Theoperations system of the port will be based dinect delivery, with no cargo stored at thevaterfront port.
The imported cargo will bedirectlytransferred from ships tport trailersandimmediatelytransported to Kerem
Shalomtransformed intoa landbaseddry port* The proposed port is essentiallsaaextension of the
existingKerem Shalontomplexwhich,for all practical purposessalready functioning aa joint operation of

34 Export cargo will undertake a reverse process. The-mber trucking can be performed by muttiailer system (MTS),
whereby 3-7 trailers are linked together and hauled by one tractor. $&e://www.buiscar.com/products/multitrailer-
systems/multi -trailer-systemmts/
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Israel, the PA and the Hamashesea and drportswill be connectedby a special 1&m, dedicated andecured

road, defined asnter-port corridor. No non-port-related Egyptian or Palestiniarehicleswill be allowed inthe

corridor; it will be considered part of the pofacilities The corridomwill be located in the nanan,5-km wide

security zone djacent tothe 20-m deep canaand fishing pondt¢hat Egyptintendtodigal ong Gaetna’ s S O
border. @nveyors and pipealsowill be constructed igidethe inter-port corridor to facilitate the transfer of

dry and liquid bulk cargodsetween the seaport and dry parTheadvantages of theeaport dry-port

integrationin the South Gaza plare:

1 Savingfrom avoiding the currentloubleinspectiors and doublehandlings, since goods wilbe
transportedintact and irsidea securedcorridorfrom ship-side inSouth Gaz#& Kerem Shalorrunlike
the current Ashdod EFArishsystem whereby goods aréirst inspeced at the seaportand transported
on public roads to Kerem Shaldor a second inspectign

1 Savingon investmensin the seaporfacilities limiting them to basic marinafrastructureswith the
rest of theinfrastructure including storage yards, warehouses, silos, tanks, gates, Customs sheds,
offices, pregate parkingetc., provided athe dry portin Kerem Shalom most of it already availalaed

9 Savings on the transportatiaccostfor cargoes (10 km in 8th Gaza vs. 45 km in El Arish and 90 km in
Ashdod);and

1 Savings on transportation cost &falestinian portabor, ship agentg;argo owners, Custom inspectors
etc., relative to ElArish Plan.

The close connection between tisea anddry portsis especially important for export shipmentsrefrigerated
time-sensitive fresh producé@.he unique sea/drport setting will reduce thevaterfront area required for the
seaport to about &m of shorelingbacked bya narrow strip ofvaterfront land.

As indicated above, SoutazaPort will bean autonomous Palestinian port located on Egyptian land leased to

the PA. The port will bmanaged by the PA employing Palestinian labwostlyfrom Gazaand, perhaps, also
Egyptianiaborfrom North Sinai Foll owing a worl dwide practice, inc
managemeni{and investment) is likely to grovidedby global port operating companiego insure security,

the entire portareaandtransportationcorridorwill be fenced andnonitored by security cameréSPS code),

similar to the present security system at Kerem Shalom.

Figure8 South Gaza Polanillustratesthe proposed seapomn the southern side of th&gypt/Gaza border

the port-corridoralong the border and th&eremShalom Dry Podnd Free Trade Zone (FBE)he intersection

of Egypt/Gaza/lsrael border8oth South Gaza Seaport and the Dedicated Port Corridor are on Egyptian land.
The envisioned Kerem Shalmmmplexis intentionallydepictedas straddling over Ised, Gaza and Egypt,
assuming that the three countries wjillin forcesin providing lands anchanaginghe future Dry PortFTznd
industrial park

A. Asharwww.asafashar.com Page24 Gaza Port’s Alterr




Figure8 South Gaza Poilan
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VII.2 Assessment

Israe) Security

Thesecurity system ilsouth Gaz®ort,based on processirgjl the port traffic through Kerem Shalora similar
to the curent one.

Palestinian National Aspiratios

TheSouthGaza Plashould be muctmore appealing tdhe Palestinianshan the ElArish one beause of the
proximity to Gaza and the lesser involvemeantd dependency o&gypt.

Economic Feasibility

Constructinga standalone porin South Gazaeven with only basic marine facilitiegould bemore expensive
than beinga part of a larger port coplexin the EFArishplan. It could well be, however, that the difference in
investment costsvill be more thanoffset by the savings in trucking costs to Kerem Shdldhkmvs. 45 km)
and the higher operational efficiency resulting from the betistegration between the sea and dry ports.
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Economidmpact

There isno difference in the economic impact betwe&outhGaza and Erish, since both involve the
development of the Kerem Shalom complélowever, unlike EArish, South Gaza wiibt generateeconomic
activitesinEgy pt ' s Northern Sinai area.

Political Acceptance

Much like he EfArishplan, South Gaza plalepends orE g y pdnserst. But, unlike EArish, theEgyptian
involvement here isminimal -- leasingout a small sliver aghorelinein a remote unhabituatedcorner of
NorthernSinai. Moreover, if the seaport is connected to the dry port via dedicated road, there willtblk
separation betweerthe Palestinian trafficandthe Egyptian territory, unlike the situation in the EArishplan
whereby the port traffic will use public Egyptian roadencethe South Gaza plamay better suit arEgyptian
desire to limit their involvement with the Palestiniansince presumablythey should behe responsibility of
Israel Egypt could stillefuse to participateevenin this minimuminvolvement planwhichis likely to erode
E g y ptandirsgvis-a-visthe Israeli/Palestinian confliend its overalleadershipstaturein the Arab world

ThePA is likely to support the plan, extending its tohfrom the existingkerem Shalordry port to South Gaza
seaport, as well athe future, expandedKerem Shalom CompleXoreover, South Gaza Port could provide the

PA with the leverage its needs to demonstrate to Gazans its valuableHal®as maynitially object to the

Gaza Soutplan, viewing it asa plot by the PA to overtake Gaziealinga death blowto the Gaza City Part

However later, Hamas makegrudgingly consent to lhecause of its economic impact (jobs) aiice,

operationally there is no much differencketween South Gaza anle existing Ashdod systeroth using

Kerem ShalomAlso, as already noted in the case 6fEkh, Hamas may realize that revivingthda i st or i c al
plan for Gaz&ityPort inthe small area available &tuseirat igechnicallyimpracticaland will never be

accepted by Israel and Egypt

As is the case withlrish,Israel has ngoliticalreasorsto oppose to theSouth Gaz#&lan.

VIl C dzii dz8B A 2 3 KNI ¢ NIy yRE IR HIF Y

The proposedouth Gaz&alesinian Port is expectedo serve both GazandWest BankAccordingly, it is quite
likely that the PA will encourage and, perhaps, conafiehe Palestiniaimporters and exportesto use this
port. However, in the longer future, when the Israeli/Paleistin relation stabilizg acompetitive port and
transportation systemtranscending national bordersvill emergein the regionas commorin many regions
worldwide.®® For example, it could well be, that despite having their own autonomous port, some Gazan
shippes will still preferusingAshdod since some shipping services, especially thosksiaand the US, will only
stop there Likewisedue to geographical proximitpalestiniarshippers located in the northern part of the
West Bank wilprefer using HaifaPortand Israeli shippers located in the southern part of Isvéklprefer using
Kerem Shalom an8outh Gaza PartAnother future development could include extending the Israeli rail system
into the West Bankproviding landbridge services toi@mmodal yards and logistic centers located nearby the
population centers thereln the far future, the rail service could be extended sauntb Egypt, utilizing part of
the pre-1967 traclage Altogether, the future port and transportation system will enfteregionalcompetition
and coordinatiorto the benefit ofboth Palestinianslsraelisand EgyptiansFigure9 RegionalPort and
Transporgtion Planillustratesthe variousport androuting options thatPalestinians-and Israelis- couldhave
in the future.

35 German shippers use Dutch and Italian ports; US shippers use Canadian ports, etc.
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Figure9 RegionalPort & Transporttion Plan
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Figurel0 Summary Comparison dbaza Port Plangresentsa summary tablerating the five alternative plans

according to the kteria discussedefore, excludingthe criterion Political Acceptance The rating of plans in

Figure 10 by the number of stars is admittedly crude and solely reflects the opinion of this author, pretending to
play the role ofa neutral observemote tha, intentionally, ro valuation (relative weight) is assigned to the

criteria. Naturally, echof the fourparties Israel, PA, Hamas and Egwjit assign different weiglstto each

criterion. For example, the most importantitrion for Israel id s rs&eeurity, while NationaAspirationss

the most importantone for the Palestian factions Unfortunately, e two criteriaare poised iropposite

directomsswi t h hi gher |1 srael’s Security achNaonditgBugt t he e
there are $ill other criteria to consider. For examptlee Palestinians malye willing to compromisen

Nationality in return fotbetter Economic Feasibilignd Economic Impact

My intention in the ratingis not to identify the“best plari’ by countingand aggregatinghe stars that eaclplan
collects theintention isto illustrate the tradeoffs betweenthe variouscriteria within andoetweenplans
Figure 1Mnly includes the criteriaonsideredby this author as moselevant many more could be unraveled
during an indepth study. Moreover, the basic assumptiamderlyingthe politicalassessmentay change if,
for example, the PA and Hamas rejoin forces.

This paper is based on a short study which has to be expanded paaytdecision. Still, ypreliminary
assessment at thisarlystage isthat the preferred alternative is South GaRkn This plarseems to be the
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only onewhichfully satisfies Israel Security requirementhile fulfilling most ofthe Palestiniandational
Aspirations An important advantage ddouth Gaza Plda that itcan be implemented under the current
unfavorable political situation, pending Egypt agreemeatual constructiorfor the proposed small port could
beginfollowing 6 or sanonths requied for design and environmental assessmelntfact, preparatios for port
construction (e.g.miningand transportingocks for breakwater$ could beginmmediately,creating jobs and
income for Gazans and EgyptiaBsit South Gaza main advantagéhislongterm potential to transformkKerem
Shalomfrom a border-crossing terminainto a dry port and &TZ SC4and industrial parlstraddling Gaza, Israel
and Egypt To reemphasizean inrdepth study ofGaza South Port Plarand otherGazaPortalternatives-- is
required prior to any decision making.

Altogether, the purpose of Figure 18nd the entire paperas noted at the outset of this papes, tosene as a
agenda for a special conference dntlre talks about Gaza Pomly hopeisthat a succesful dealing witha

tractable issue, such as Gaza Pwitl pave the way fodealing withthe seeminglyintractablecoreissues of te
Israeli/Palestiniarconflict.

Figurel0 Summary Comparison dbaza Port Plans

Criterion
Port Plan Israel's Pa|e§t|n|an Economic | Economic | Economic
Security NgtloQaI Feasibility | Impact Gazg Impact Egyp
Aspirations

Ashdod/Kerem Shalom (Present) RalRaliad --- * * K ---
Gaza City (Hamas) --- * ok > X > —
Gasa Island (Katz) * * + * —
El-Arish/Kerem Shalom (Ashar 1) * ok * * kK * * > kK
South Gaza/Kerem Shalom (Ashar 1) * * * A * * Sk *
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