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Introduction

Poverty statistics reported here are based on the official definition of poverty developed in 1997
. The definition combines absolute and relative features and is based on a budget of basic needs for a family of 6 persons (2 adults and 4 children).  Two poverty lines were developed according to actual spending patterns of Palestinian families. The first, termed “deep (absolute) poverty line,” was calculated to reflect a budget for food, clothing and housing. The second line “relative poverty line” adds other necessities including health care, education, transportation, personal care, and housekeeping supplies. The two lines were adjusted to reflect the different consumption needs of families based on their composition (household size and the number of children).

The results presented here are based on the data from the 6th Palestinian Expenditure and Consumption Survey (PECS-V).  The PECS-IV is a sample survey conducted monthly by the Palestinian Central Bureau of Statistics, during the period January 15th 2005 and January 14th 2006, to collect detailed household expenditures using the diary method as well as background information on individuals and households. The provision of data for the measurement and monitoring of living standards across localities and over time is one of the main objectives of the survey.  
Since consumption levels better reflect the population's needs, and help to specify the poverty line in the Palestinian Territory, the monthly consumption level is used rather than the monthly income.  Families that have similar levels of income may have different welfare levels and vice versa, according to their needs. Moreover, the needs of the families are not necessarily affected by the monetary income, since other factors (i.e., health insurance) may affect consumption but not income.

A six-member household consisting of two adults and four children is adopted as a reference household since it represents the average Palestinian size of families in the Palestinian Territory. In the case where other sample families (i.e., with a higher number of household members) are used in the context of this report, the poverty line has been adjusted accordingly. 

The relative poverty line and the absolute poverty line for the reference household in the Palestinian Territory in 2005 stood at NIS (New Israeli Shekels) 2,143 (US$ 477) and         NIS 1,732 (US$ 385)
 respectively. 

Relative poverty lines, in NIS, in the Palestinian Territory by household size, 2005

	Household
	Number of Children

	Size
	0
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10

	1
	647
	
	
	
	
	
	
	
	
	
	

	2
	1,199
	906
	
	
	
	
	
	
	
	
	

	3
	1,720
	1,442
	1,156
	
	
	
	
	
	
	
	

	4
	2,222
	1,953
	1,679
	1,400
	
	
	
	
	
	
	

	5
	2,711
	2,448
	2,183
	1,913
	1,638
	
	
	
	
	
	

	6
	3,188
	2,931
	2,672
	2,409
	2,143
	1,873
	
	
	
	
	

	7
	3,657
	3,405
	3,150
	2,893
	2,633
	2,370
	2,103
	
	
	
	

	8
	4,118
	3,870
	3,620
	3,367
	3,112
	2,855
	2,594
	2,331
	
	
	

	9
	4,573
	4,328
	4,082
	3,833
	3,582
	3,330
	3,074
	2,816
	2,556
	
	

	10
	5,023
	4,781
	4,537
	4,292
	4,045
	3,796
	3,545
	3,292
	3,036
	2,778
	

	11
	5,468
	5,228
	4,987
	4,745
	4,501
	4,255
	4,008
	3,759
	3,508
	3,254
	2,998


Absolute poverty lines, in NIS, in the Palestinian Territory by household size, 2005

	Household
	Number of Children

	Size
	0
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10

	1
	523
	
	
	
	
	
	
	
	
	
	

	2
	969
	732
	
	
	
	
	
	
	
	
	

	3
	1,390
	1,165
	935
	
	
	
	
	
	
	
	

	4
	1,796
	1,579
	1,357
	1,131
	
	
	
	
	
	
	

	5
	2,191
	1,979
	1,764
	1,546
	1,324
	
	
	
	
	
	

	6
	2,577
	2,369
	2,159
	1,947
	1,732
	1,513
	
	
	
	
	

	7
	2,955
	2,752
	2,546
	2,338
	2,128
	1,915
	1,700
	
	
	
	

	8
	3,328
	3,128
	2,925
	2,721
	2,515
	2,307
	2,097
	1,884
	
	
	

	9
	3,696
	3,498
	3,299
	3,098
	2,895
	2,691
	2,485
	2,276
	2,065
	
	

	10
	4,060
	3,864
	3,667
	3,469
	3,269
	3,068
	2,865
	2,661
	2,454
	2,245
	

	11
	4,419
	4,225
	4,031
	3,835
	3,638
	3,439
	3,239
	3,038
	2,835
	2,630
	2,423


Poverty Distribution by Region

The consumption data indicates that the rate of the total diffusion of poverty among Palestinian Households in the Palestinian Territory is 29.5% in 2005, (of which 22.3% in the West Bank and 43.7% in Gaza Strip), while 51.5% of households were found to obtain an income less than the national poverty line in 2005 (of wich 45.7% in the West Bank and 63.1 prcent in Gaza Strip).

Also, the consumption data indicates that 18.1% of the households in the Palestinian Territory were suffering from deep poverty in 2005, (of which 13.1% in the West Bank and 27.9% in Gaza Strip), and it increases to 40.2% if the income data is used.

Refugee camps have the highest incidence of poverty overall. The consumption data shows that poverty in refugee camps were 39.9%, and this is higher than the rate of poverty in urban (24.9%) and rural areas (32.5%).  A greater proportion of the poor is in urban areas (46.5%) and rural areas (32.1%) than in refugee camps (21.4%). The picture remains essentially the same when income data is used.

Socio-economic Indicators of the Households

Household Size

The poverty rate for family households, beginning with 2 persons households, increases more or less consistently with size. The highest poverty rate was for the largest households with 10 or more members, (53.9%). The most disadvantaged households, family households with 10 persons or more, in terms of poverty are also the most disadvantaged in terms of deep poverty (35.6%). 

Number of Children

With the exception of childless households, the incidence of poverty increases consistently by additional number of children among family households. Households with the least incidence of poverty (19.5%) are those with 1-2 children, but those with up to 4 children also have lower incidence of poverty than the national rate.  Poverty jumps dramatically to 39.0% for households with 5-6 children, 53.6 for households with 7-8 children, and increases further to 67.5% for those with 9 children and more. 

Sex of Head of Household

The situation of the poor households headed by women is better than those headed by men. Households headed by females constitute about 8.0% of Palestinian households in 2005. Yet, they constitute about 6.8% of the poor. Although its rate of poverty is lower (25.0%) than male-headed households (29.8%), but may be due to the fact that this group is one of the highest recipient of public support and assistance payments in both Gaza and the West Bank. This can be see if we look at the povery rate between them if the income data is used or looking a povert rates for needy housholds (before receiving the assisstance).

Refugee Status of Head of Households

Households maintained by refugee heads constitute about 41.1% of Palestinian households in 2005. Yet, they constitute about 47.8% of the poor.  Living condition of  this group is worse compared with the other groups in both Gaza and the West Bank.  Its rate of poverty is higher (34.3%) than non-refugee headed households (26.1%).

Educational Level of Head of Household

Education of head of household is negatively assosiciated with incidence of poverty. The poverty rate for those obtained less than elementary education (41.4%) was almost two and half times higher than those with a two-year college degree (16.9%), and almost four times higher than those with a university degree and above (9.6%). Poverty decreases consistently with educational level when other measures of poverty are used. 

Labor Force Participation of Head of household

The conditions of the poor households whose heads are out of the labour force were significantly worse than those in the labor force. The poverty rate among non-participants is  about 35.5% compared with 28.4% among labour force participants.  Labour force participants are of course a hybrid group, consisting of employed and unemployed persons. Employment is perhaps a more meaningful factor than participation in the labor force for use in determining poverty status of households. As expected the households with unemployed heads (41.3%) have higher incidence of poverty than those having working heads. 

Main Source of Income

Main source of income is another spatial dimension by which poverty is expected to vary everywhere. Nearly 22.9% of households who depended on public as main source of income suffered from poverty in 2005, compred with 50.4 perecent with those who depended on agriculture and remitteces and assistance as main source of income respectively. The living condition of the Palestinian househholds who depended on the Palestinian private sector as main source of income suffered from poverty (32.6 %) more than those who depended on the public sector as main source of income.

The Impact of the Current Crisis on the Economic Condition of the Palestinian Households

The results showed an increase in poverty rates during the current crisis compared with the situation on the eve of the Al-Aqsa Intifada. The results indicated that the poverty rates reached to 29.5 % in 2005 compared with 20.3 % in 1998, with an increase of 9.2 perecent. 

Poverty Rates According to Monthly Consumption Patterns of Households, 1998-2005
	Year
	Poverty rate
	Deep poverty
	Poverty gap
	Poverty Severity

	2005
	29.5
	18.1
	8.0
	4.4

	2004
	25.6
	16.4
	6.6
	3.9

	2001
	27.9
	19.5
	7.6
	5.0

	1998
	20.3
	12.5
	5.5
	3.0


Changes in poverty can be decomposed into changes in average consumption and changes in the distribution of the consumption across households
. In addition to the decline in average household consumption, the below table shows the distribution of consumption across households has changed. The table compares the share of consumption of various groups between 1998 and 2005.  In 2005, the poorest 10% (ranked by individual consumption) was consuming 4.1% of the total monthly household consumption, against 2.9% in 2004, and 2.4% in 1998.  Similar patterns existed for other  deciles.

The results indicated that the richest 10 percent was consuming 20.4% in 2005 against 27.1% in 2004.

In addition to that, the results inducated that the ratio of the richest 10 percent to the poorest 10 percent was as follows: 4.9 in 2005 agianst 9.4 in 2004,  5.0 in 2001 and 4.3 in 1998. 

Household Total Monthly Consumption Distribution Patterns, 1998-2005

	Poorest
	10%
	20%
	30%
	40%
	50%
	60%
	70%
	80%
	90%
	Highest 10% to lowest 10%

	2005
	4.1
	9.9
	16.6
	24.7
	33.2
	42.9
	52.9
	65.1
	79.6
	4.9

	2004
	2.9
	7.2
	12.5
	18.9
	26.4
	35.0
	45.2
	57.4
	72.9
	9.4

	2001
	4.2
	10.2
	17.0
	25.0
	33.7
	43.1
	53.8
	65.5
	79.4
	5.0

	1998
	4.4
	10.7
	17.8
	25.8
	34.8
	44.7
	56.0
	68.3
	81.1
	4.3


The Adequacy of Emergency Assistance
 

The consumption data indicate that 29.5% of the households are below the poverty line even after including the value of the emergency assistance they consumed. When this emergency assistance is subtracted out, the poverty rates increased to 34.2% (assuming other factors would remain unchanged in the absence of emergency assistance). On the other hand, the emergency assistance had served to reduce deep poverty rates from 23.5% to 18.1%. (To distingwish between these two concepsts, the households with 34.2% poverty rate are called as “Needy”
)

Poverty rates according to consumption patterns

	Poverty rates before emergency assistance
	Poverty after receiving 

emergency assistance
	Total

	
	Poor
	Non-poor
	

	Poor
	86.3
	13.7
	34.2

	Non-poor
	-
	100.0
	65.8

	Total
	29.5
	70.5
	100.0


Deep poverty rates according to consumption patterns

	Poverty rates before emergency assistance
	Poverty after receiving 

emergency assistance
	Total

	
	Poor
	Non-poor*
	

	Poor
	76.8
	23.2
	23.5

	Non-poor
	-
	100.0
	76.5

	Total
	18.1
	81.9
	100.0

	* Non-poor in this table refers to non-deep poor. This means that households who received assisstance and become non-deep poor might still under the poverty line but over the absolute poverty line.


Poverty Estimations for 2006

In order to estimate poverty rates for the first two quarters of 2006, we used the households expenditure and consumption survey 2005, assumming constant distribution of consumption and steadfast of poverty line in 2006 compared with 2005.

Poverty during the 1st quarter of 2006:

The poverty rate for the 1st quarter of 2006 was estimated using the available data of the household expenditure and consumption for the period January-March 2006. The poverty rate stood at 29.4% of households, and increases to 47.5% if income data is used, during the 1st quarter of 2006.

Poverty during the 2nd quarter of 2006:

The poverty rate was estimated using the following assumption:

· Constant in the distribution of consumption and steadfast of poverty line.

· Exception of income hiring from government.

· Exception of government transfers (Governmental aid : cash and in-kind)  

· Real GDI per capita declines by 7% for other income components

Using the above mentioned assumption, the poverty rate is estimated to stand at 45.2% of households (about 51.0% of population), and increase to 66.8% of households if income data is used (about 70.3% of population) during the 2nd quarter of 2006.

Concepts and Definitions

	Household:
	One person or group of two or more persons with or without a family relationship who live in the same dwelling unit, who share meals and make joint provisions for food and other essentials of living.  

	
	

	Head of Household:
	The person who usually lives with the household and is recognized as head of household by its other members.  Often, he/she is the main decision-maker and responsible for financial support and welfare of the household at the time the survey is conducted.

	
	

	Adult:
	Person aged 18 years and above (the completed age in years of the person) 

	
	

	Child:
	Person aged up to 17 years (the completed age in years of the person)

	
	

	
	

	Employment Status:
	Include the following: employer, self-employed, unpaid family worker, government employee, private sector employee, unemployed, student, housekeeper, retired\too old\ disabled, other

	
	

	Employer:
	A person who operates his or her own economic enterprise or engages independently in a profession or trade, and hires one or more waged employees.

	
	

	Employee:
	A person who works for an employer and receives remuneration in wage, salary, commission, tips piece-rates or pay in kind.

	
	

	Unpaid Family Member:
	A person who works without pay in an economic enterprise operated by a related person living in the same household

	
	

	Main Source of Income:
	The main source of income for household (agriculture\fishing or animal breeding, other household business, wages and salaries from public sector, wages and salaries from private sector, wages and salaries from Israel, support by UNRWA or Ministry of Social Affairs, transfers from Palestine, cash remittances from abroad, pensions\ inheritance, tenancy or land lease, other sources

	
	

	Expenditure:
	Includes the following:

Cash spent on purchases of goods and services for living purposes.

The value of goods and services payments or part of payments received from employer.

Cash expenditure spent as tax (non-commercial or non-industrial), gifts, contributions, interests on debts and other non-consumption items.

	
	


	Consumption:
	Includes the following:

Cash spent on purchases of goods and services for living purposes.

The value of goods and services payments or part of payments received from employer.

Own-produced goods and food including consumed quantities during the recording period.

Estimated rent value of the dwelling.

	
	

	Head Count Index:
	Gives the%age of the population in poverty. 

	
	

	Poverty Gap Index:
	Gives the%age by which the average income of the poor is below the poverty line.

	
	

	Poverty Severity Index:
	Gives the mean of the squared consumption deficits








� (Poverty in Palestine. Poverty Report, 1998. Methodology) 


� exchange rate is 4.5


� See the World Bank and PCBS, 2004. Deep Palestinians Poverty in the Midst of Economic Crisis, October 2004.


� The results depend on the consumption data, the figures will be increased if income data is used.


� See: Deep Palestinian Poverty in the Midst of the Economic Crisis. PCBS and the World Bank, October 2004.
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