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Preface

In order to formulate plans and policies aimed at alleviating poverty in the Palestinian Territory, it is critical to understand its causes and manifestations. This report emphasizes the need to monitor the “national poverty line” for measuring and monitoring the changes that affect the magnitude and acuteness of this phenomenon in the context of changes witnessed the Palestinian economy. It is also necessary for developing a comprehensive social system and a fair and realistic tax policy that corresponds to the distribution of income, the requirements of development, and duties of citizenship.

The purpose of this report is primarily to present the main findings pertaining to each of the above dimensions of the report. An assessment of poverty patterns and differentials is attempted, but extensive analyses and explanations for the observed patterns are not sought.

Given the day-to-day developments in the political realities of the Palestinian situation, this report provides an effective basis for analyzing the effects of border closures and other political upheaval to the living standards of the population. It also, provides a unique opportunity to track changes in living standards and poverty.  This report is necessary as a basis for planning by the Palestinian National Authority and relevant donors as well as monitoring the policy effects. 

Based on these arguments, PCBS has decided that a Poverty report should be presented to monitor changes in living standards of the Palestinian population.  We do hope that the output from this report will be equally useful to the Palestinian efforts for establishing a better future.

	April, 2004
	Hasan Abu-Libdeh, Ph.D.

	
	President
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Executive Summery

1. Introduction

With the latest developments in the peace process, and the Israeli aggression on the PNA and the Palestinian public at large, much of the gains on the socio-economic conditions have received a severe blow. Since the beginning of the Intifada in September 2000, the Palestinian community is under one of the strictest closures, standards of living have deteriorated in a great deal, and the economy has lost more than a third of its value. Within the present conditions Palestinian households were mostly affected.

Given the day-to-day developments in the political realities of the Palestinian situation, this report provides an effective basis for analyzing the effects of border closures and other political upheaval to the living standards of the population. It also, provides a unique opportunity to track changes in living standards and poverty.  This report is necessary as a basis for planning by the Palestinian National Authority and relevant donors as well as monitoring the policy effects. 

PCBS conducted the poverty survey in the Palestinian Territory during December 2003. Data collection took place in December 2003. The survey based on a random sample of 3,725 households, of which 3,127 households completed the interview. The completed interviews are distributed by region as 1,899 in the West Bank and 1,228 in the Gaza Strip.

The classification of households according to their position below or above poverty line is being determined by using the official poverty line established in 1997 by the National Commision for Poverty Alleviation
 and on the information revealed by households about their consumption during December 2003.

Both consumption and monthly income data was used to calculate and analyze poverty rates to show the variations that standards of living witnessed due to the variation of income, remittances, loans and social aids that households depend on.
2. Concepts and Definitions

Poverty:

Specific criteria were developed to measure the patterns and trends of the economic welfare of Palestinian families and individuals in the Palestinian Territory (West Bank and Gaza Strip). Poverty statistics are based on an 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 have been developed according to actual spending patterns of Palestinian families. The two lines have been adjusted to reflect the different consumption needs of families based on their composition (household size and the number of children).

Deep poverty line:

was calculated to reflect a budget for food, clothing and housing. 

Relative poverty line:
 adds other necessities including health care, education, transportation, personal care, and housekeeping supplies. 

Closure:

A set of measures have been practiced on land by Israeli occupation during Al-Aqsa Intifada, which affected and impeded the movement of persons and goods between Palestinian governorates or between Palestinian Territory and other countries.  However,  Israeli closure policy (total or partial) of all border points was a major obstacle.

Total Income:

The total amount of money and real income, which is earned by households, on monthly basis, regardless of its source.

Median:

The value above and below in which half total society fall, the 50th percentile.  If there is an even number of cases, the median is the average of the two middle cases when they are sorted in ascending or descending order. 

Aid:

Any cash or real humanitarian aid, regardless of the source, that are received by households; due to the deteriorating living conditions, which resulted from measures taken by Israeli occupation forces during Al-Aqsa Intifada. 

3. Main Findings

3.1 Introduction

3.1.1 Poverty in the Palestinian Territory

Specific criteria were developed to measure the patterns and trends of the economic welfare of Palestinian families and individuals in the Palestinian Territory (West Bank and Gaza Strip). Poverty statistics reported here are based on an official definition of poverty developed in 1997
, and the information revealed by households about their expenditure. 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 have been 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 have been adjusted to reflect the different consumption needs of families based on their composition (household size and the number of children). A six-member household consisting of two adults and four children is adopted as a sample household since it represents the average of the Palestinian family 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 amended accordingly. 

3.1.2 Poverty Line

The relative poverty line and the absolute poverty line for a six-member household in the Palestinian Territory during December 2003 stood at NIS (New Israeli Shekels) 1,800 (about US$ 396)
 and 1,482 (about US$ 325) respectively
Relative Poverty Lines, in NIS, in the Palestinian Territory by Household Size, December 2003

	Household
	Number of Children

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

	1
	485
	
	
	
	
	
	
	
	
	
	

	2
	1010
	763
	
	
	
	
	
	
	
	
	

	3
	1449
	1215
	974
	
	
	
	
	
	
	
	

	4
	1872
	1645
	1415
	1179
	
	
	
	
	
	
	

	5
	2283
	2063
	1839
	1612
	1380
	
	
	
	
	
	

	6
	2686
	2470
	2251
	2030
	1800
	1578
	
	
	
	
	

	7
	3081
	2868
	2654
	2437
	2218
	1997
	1772
	
	
	
	

	8
	3469
	3260
	3049
	2837
	2622
	2405
	2186
	1964
	
	
	

	9
	3853
	3646
	3439
	3229
	3018
	2805
	2590
	2373
	2153
	
	

	10
	4232
	4028
	3822
	3616
	3408
	3198
	2987
	2773
	2558
	2340
	

	11
	4606
	4404
	4202
	3997
	3792
	3585
	3377
	3167
	2955
	2741
	2526


3.2 Poverty Distribution According to Consumption Patterns

Poverty in Palestinian Territory

The results indicate that the rate of the total diffusion of poverty among Palestinian Households in the Palestinian Territory is 35.5 percent on December 2003. 

With 44.7 percent of households in Gaza Strip found to be poor , the poverty rate for Gaza was more higher than that of the West Bank rate of 30.9 percent.  More significant is the fact that about 1 out of 4 poor households in Gaza were suffering from deep poverty -- unable to meet the minimum required for food, clothing and housing. Although a poverty rate in the West Bank is lower than in the Gaza Strip, there are almost as many poor families in the West Bank as in Gaza Strip.  

Poverty Distribution by Place of Residence

Place of residence is another spatial dimension by which poverty is expected to vary everywhere, and the Palestinian Territory is no exception. The usual urban-rural classification of places is not sufficient in our context due to the presence of refugee camps. Hence, poverty comparisons along this dimension are carried out using the administrative classification of places into rural, urban and refugee camp.

Refugee camps have the highest incidence of poverty overall.  About one out of two households in refugee camps were poor, and this is larger than the rate of poverty in urban (32.0 percent) and rural (38.5 percent). But the higher incidence of poverty in the refugee camps is really due to higher incidence poverty in Gaza overall. 
Demographic Characteristics

The levels and trends of poverty vary substantially by differences in household size and composition, and by demographic characteristics of the head of household, including marital status and gender. 

Household Size

The highest poverty rate was for the largest households with 10 or more members, 51.6 percent. The poverty rate for households, beginning with 2 persons households, increases more or less consistently with size. The lowest rate of poverty, 24.4 percent, was for households consisting of 2-3 persons, followed by households of 4-5 persons (25.0 percent). 

Number of Children

With only about 21.4 percent of households childless, the vast majority of Palestinian households are with children. Hence, meaningful comparisons in poverty status should be carried out for households with different number of children rather than merely between childless households and the rest. 

With the exception of childless households, the incidence of poverty increases consistently by additional number of children among households.  Households with the least incidence of poverty (27 percent) are those with 1-2 children, but poverty jumps dramatically to 47.9 percent for households with 7-8 children, and increases further to 61.7 percent for those with at least 9 children. 

Socio-Economic Characteristics

The incidence and depth of poverty are expected to vary according to the social and economic characteristics of the head of household. Of particular relevance here are variables relating to the human and social capital of the head, earning capacity, position in the labor force, and access to land and labor market. 

Educational Level of Head of Household

Higher education is related strongly with lower incidence of poverty. The poverty rate for those with less than elementary education (43.3 percent) was higher than those with a two-year college degree (22.0 percent). Poverty rates decreases consistently with higher educational levels: they are 39.3 percent for elementary school graduates, 36.6 percent for preparatory school graduates, 29.6 percent for secondary school graduates, and 12.4 percent for those with a university degree. 

Labor Force Participation of Head of household

Participation in the labor forces reduces the incidence of poverty substantially.  Indeed, a poverty rate of about 38.3 percent is higher among non-participants than a rate of about 34.5 percent for labor force participants.

As expected the unemployed have higher incidence of poverty than the employed population. However, poverty varies according to the employment status of the household head. About 32.9 percent of the households whose heads are self-employed are poor, compared to about 36.4 percent of wage employees. 

Welfare Assistance and Coping Startiges

Households relying on public assistance as their main source of income are much worse off compared to other households. Yet, many households who rely mainly on other sources of income make use of public assistance as a supplementary measure. This is indeed the case for the short-term poor, particularly those vulnerable to the erratic changes in the labor market, but public assistance is an important secondary source of income for other households suffering from some sort of permanent “inactivity” or exclusion. It is of particular policy importance to examine the relative status of those who receive public assistance regardless of its type relative to those who do not. 

The results indicate also that 80.3% of the poor households took various coping measures during the last month depending on delaying payment of bills. This was manifested in depending on monthly income by 62.1%.

Results show that 52.4% of interviewed households reported that they received humanitarian assistance during December 2003 are poor, of which 43.6% in the West Bank and 64.7% in Gaza Strip.   

On the other hand, 58.2% of the poor households reported that they received assistance,  they received assistance for one time only.  

About 10.5% of the poor households receiving humanitarian aid reported that the total amount of assistance received is less than NIS 100, while 26.0% of them have received NIS 100-199, and 45.6%  have received more than NIS 300.

The results reveal also that 45.2% of the total assistance is provided for the poor in cash and 38.1% in the form of food supplies

The results reveal that 24.3% of the poor households reported the need for money as top priority in December 2003, while 23.8% of them reported the need for food and 19.6% of them expressed the need for work.
3.3 Poverty Distribution According to Monthly Income

We would like to indicate to users of this report that classification of households according to their positions below or above poverty line, in this section of the report,is being determined on the basis of the information revealed by households about their income. We warm against using this classification as a final one. Income data was used to calculate and analyze poverty rates, just to show the variations that standards of living witnessed due to the variation of income, remittances, loans and social aids that households depend on to face the current situation in the Palestinian Territory.
Data on income poverty rate has the same implications as consumption poverty rates. Results indicate that the rate of the total diffusion of poverty among Palestinian Households in the Palestinian Territory is 67.6 percent during December 2003, while in the West Bank it is 62.6 percent and 77.5 percent in Gaza Strip.    

The income data showed that 75.1 percent of refugee camps households are poor and this is larger than the rate of poverty in urban areas (72.0 percent) and rural areas (63.4 percent). 

The results indicate also that 76.7% of the poor households, according to their monthly income, took various coping measures during the last month depending on delaying payment of bills. This was manifested in depending on monthly income by 68.5%.

Results show that 32.8% of interviewed households reported that they received humanitarian assistance during December 2003, and 62.0% of them reported that they received assistance for one time only, 24.5% of them reported that they received assistance twice, while 13.5% of them received assiatance three times or more.

On the other hand, 85.2% of the poor households, according to their monthly income, reported that they received assistance,  60.0% of them reported that they received assistance for one time only.  

� Poverty in Palestine. Poverty Report, 1998. Palestinian National Authority. Ramallah


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


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


� The average exchange rate during the period was 4.56 NIS per US$1
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