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Abstract

This study aims to Crystallizes clear and critical point of view of the currency
arrangement in Palestine, either through the national currency establishment or
any other currency applications  which may suit the specia Palestinian
economic

This study explored the currency developments which have been in Palestine
since the establishment of the Palestinian pound, in British Mandate of time
until the emerge of the Palestinian National Authority. And it has been cleared
that the Palestinian territories have been through currency changes in
circulating three kinds of currencies (the Israeli Shekels — the Jordanian dinar-
and the American dollar). This circulation of these currencies was according
to the nature of the currency and the its functions for the citizens.

The researcher utilized the descriptive and analytic methodology in this study
focusing on the contracting and the Groups borehole with experts and
professionals . In addition; the researcher carried out questioner targeting
citizens to know their confidence and acceptance extend to the national
currency in case it has been essued .Moreover; the researcher used the
mathematical analysis in estimating the value of currency demand , which
valued the circulated currency out side the banking system in 2006 about 830
million dollars . which varied according to the type of currency as follows :
215,173.5,391.7,52.3 million dollars for shekels , dinar , dollar and other
currency in sequence .At the same time the currency exhibition (M1)valued
approximately 2232.3 million dollar and the (M2) currency exhibition valued
approximately 5032.5 million dollar.

The study also clarified that the Palestinian economic is facing direct and
indirect losses caused by the circulation of foreign currencies. The direct
losses are embodied in the establishment dividends (seignorage) and the
indirect losses are Embodied in the Fluctuation exchange prices particularly
the Israeli shekel .the Economists estimate these losses around 500 million
dollars annually. As a researcher in 2006 to between 1422 - 1896 million
dollar.

This study aso clarified that the Palestinian economic still face difficulties
since the Isragli siege at the end of 2000 after Al Agsa Entifada ( Raise up )
which embodied in the Economic dependence on Israel .As well as the
continuous fundamental damages in the Palestinian economic , which also



cause expensive losses to the Palestinian economic .This is what hampers the
start of establishing of the national currency in addition to achieving the
economical and political stability .

The researcher explored the necessary arrangements which are essential to
establish the Palestinian currency ,show that the monetary authority should
have powers guaranteed by law, and a fixed exchange rate regime is the best
options with the beginning of the process of issuance which consequently
increase the citizens confidence towards the currency. As well as considering
the trade partners’ currency ( shekel, dinar and dollar) as a joining currency.
And using degradation concept while starting the currency circulation and
replacing it with the circulated currencies obviously to Enhance public
confidence.

Eventually the researcher examined the possible currency alternatives which
are available to the Palestinian economy in the absence of the issuance of
currency and Show that at the present time is better to maintain the current
arrangements with the preparation of a Palestinian currency calculations, as a
prelude to a Palestinian currency at the appropriate time, knowing that any
alternative to the option of issuing the national currency, it would be more
costly than a Palestinian currency.
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Binomial Test

Observed Asymp. Sig.
Category N Prop. Test Prop. (2-tailed)

lad 5 59y Group 1 | <=3 332 .88 .50 .0002
Group 2 | >3 46 12
Total 378 1.00

Gl 3 g pin Group 1 | <=3 296 .83 .50 .0002
Group 2 | >3 62 17
Total 358 1.00

Leall JaaY ulie cdgll Group 1 | <=3 98 .28 .50 .0002
Group 2 | >3 246 .72
Total 344 1.00

3 taall Aleally 48 5 2l )5S Group 1 | <=3 205 .67 .50 .0002
Group 2 | >3 103 .33
Total 308 1.00

aall il 5 iy 48 Gla Group 1 | <=3 138 .46 .50 .1352
8 ) Group 2 | >3 165 .54
Total 303 1.00

3 addl Aleall & sl cus Group 1 | <=3 175 .61 .50 .0002
Group 2 | >3 112 .39
Total 287 1.00

Weall Jaals mandi i J8 ) Group 1 | <=3 54 15 .50 .0002
Group 2 | >3 309 .85
Total 363 1.00

i g By slaall Jsall Group 1 | <=3 100 .34 .50 .0002
Aaadl Jaaly Group 2 | >3 190 .66
Total 290 1.00

a. Based on Z Approximation.
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