
Chapter One

Introduction
Since the beginning of 1995, PCBS has started its activities of collecting data on the prices for establishing updated indices.  This effort has been initiated in conjunction with the launching of the first Palestinian Expenditure and Consumption Survey, which allow for calculating the appropriate weights needed for calculating the (PCPI).  Price collection for thousands of commodities and services from different areas of West Bank and Gaza Strip leads to the establishment of the Palestinian consumer basket (PCB).  This basket, once identified and proved to be stable, is studied on a regular basis.  For price indices system of wholesale and producer prices, weights are calculated depending on volumes of local production and exports and imports values of 1996.

This bulletin includes Consumer, Producer, and Wholesale Price Indices for the year 2007.

1.1 Project Objectives:

· Providing data on producer price indices for local and exported goods in the Palestinian Territory.

· Providing data on wholesale price indices for local and imported goods in the Palestinian Territory.

· Providing data on consumer price indices in the Palestinian Territory, Remaining West Bank, Gaza strip, and Jerusalem.

· Measuring the inflation rates in the Palestinian Territory.

1.2 Coverage:

Prices are collected from 2500 outlets from the Palestinian main cities, for producer and wholesale indices, ISIC –3 was used for classifying of commodities, and COICOP used for the classification of consumer commodities. The total number of commodities included in calculating price indices amount to 1730 commodity.

Year 1996 used as base year in the Palestinian Territory, Remaining West Bank, Gaza strip, and Jerusalem, the PCBS is working now to Replace the Base Year to be 2004 During the Year 2008.

1.3 Classification of Prices Basket:

PCBS adopt the UN classification for its work on price statistics, and for this report the classification shows the following:

1. 3.1 Consumer Basket:
1.  Food products

2.  Beverages and tobacco

3.  Clothes, dresses and footwear

4.  Housing

5.  Furniture and household utensils and operations

6.  Transport and communication

7.  Education

8.  Health care

9.  Recreation and cultural goods and services

10. Other goods and services

1.3.2 Producer and Wholesale Basket:

1. Agriculture, hunting and forestry

2. Fishing

3. Mining and quarrying

4. Manufacturing

1.4 Uses of Price Indices:
Price Indices are usually used as a tool for measuring changes in prices of goods and services and monitoring price trends, market conditions and cost of living.  However, the Price Indices do not reflect other factors affecting costs of living, e.g. quality and quantity of purchased goods. Thus, it is considered as one of many indicators, which can be used for examining the costs of living.  On the other hand, the Price Indices are widely used for measuring inflation rates and economic recession.

1.5 Report Structure:
The report is divided into five chapters as follows:

 Chapter One: Comprises an introduction to the prices survey  including survey  program, objectives, and report structure.

 Chapter Two: Involves the main concepts and terms used in the report with a brief description for each of them. 

 Chapter Three: Presents the most prominent findings of the prices survey. 

 Chapter Four: Discusses the methodology of the fieldwork in terms of questionnaire, sample, fieldwork data collection activities.  In addition, the chapter discusses data processing and tabulation.

 Chapter Five: Addresses the quality of the data and findings through discussing the main remarks on the fieldwork as well as comments and remarks on the tables. 

 Statistical Tables: All tables included in this report represents Palestinian Territory, Remaining West Bank, Jerusalem, and Gaza strip.

Chapter Tow 

Concepts and Definitions
Data sources:

The establishment is the source for collecting data on prices, which supplies price data of goods, and services related to the survey, it includes supermarkets, groceries, cloth stores, restaurants, hospitals, Public services institutions, Private schools and physicians, wholesalers and industry establishments.

Laspeyres equation price index:

In calculating the indices PCBS adopts laspeyre equation, which measurer's comparative period prices in relation to base period prices multiplied by proportional weight of commodity or goods groups throughout the base year.

Consumer price index:

Consumer price index is statistical tool used for measuring changes in prices of purchased goods and services during different temporal intervals.

Consumer price: 

A price paid by a consumer to gain a necessary commodity or service.

The base year:

Refers to the period in which current period is compared with, and in this report 1996 is the base year.

Consumer basket:

The categories of classified goods and services used by the consumer.

Producer price index:

The producer’s price, as defined in SNA93, is the amount receivable by the producer from the purchaser for a unit of a good or service produced as output minus any VAT, or similar deductible tax, invoiced to the purchaser.  The producer prices exclude any transport charges invoiced separately by the producer.

Wholesale price index:

The prices of wholesale goods as defined in ISIC means the resale (sale without transformation) of new and used goods to retailers, industrial, commercial, institutional or professional users, to other wholesalers, or to those acting as agents or brokers in buying merchandise for, or selling merchandise to such persons or companies.  The wholesale price includes VAT and any transport charges.

Weights:

The percent which reflects the relative significance of commodities and services within consumer basket or in the economy.

Base prices:

Refers to the prices of goods and services in a period in which current prices are compared with, and in this report the base price is 1996.   

Percentage change:

It is the change on the index, calculated by dividing the price index of particular period by the price index of another comparison period multiplied by one hundred then subtracting one hundred. 

Remaining West Bank:

Includes all of the West Bank except for those parts of Jerusalem, which were annexed after 1967 occupation by Israel. 

Chapter Three

Main findings

This chapter presents the price index changes and the percentage changes for the different geographic regions during the year 2007, compared with the previous year.

3.1 The Consumer Price Index during 2007 (Base year 1996 = 100):

The annual consumer price index in the Palestinian Territory for 2007 increased by 2.69% compared with the previous year, while the prices change in 2006 reported an increase by 3.76%.  The Growth in 2007 CPI was due to the increase in the prices of food items by 4.75%, transport and communications by 1.21%, miscellaneous goods and services by 3.15%, and housing prices by 1.61%. 

Consumer prices changes in Gaza Strip during 2007 :

The consumer prices in Gaza Strip reported an increase by 4.05% during 2007, while it showed an increase by 5.09% during the previous year.  

This was due to the increase in the prices of food items which realize  an increased by 6.33%, higher than its level in Remaining West Bank and Jerusalem, prices of Beverages and tobacco increased by 9.23%, the prices of  miscellaneous goods and services increased by 2.98%.
 Consumer prices changes in Remaining West Bank during 2007:

The consumer prices in the Remaining West Bank increased by 2.52% during the year 2007, compared with an increase by 4.00% during the previous year. 

This was due to the increase in the main items prices, such as food items by 5.77%, prices of Beverages and tobacco increased by 2.08%, miscellaneous goods and services by 3.06%, the other groups prices of commodities also reported  an increase, but it have less effects on the prices index. 

Consumer prices changes in Jerusalem during 2007:

The consumer prices in Jerusalem increased by 1.40% during 2007, compared with an increase by 3.05% during the previous year. 

This was due to the increase in the prices of food items which increase by 2.55%, Education which increased by 1.48%, prices of Beverages and tobacco increased by 1.28%, and miscellaneous goods and services by 1.36%,  the other groups prices  also moved up , but it have less effects in the prices index. 

Figure1: Consumer price index by the regions, for the period 1997-2007, 

(Base year: 1996=100)
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3.2 The annual producer Price Index during 2007: (Base year 1996 = 100):

The annual producer price index in the Palestinian Territory goes up by 2.27% during 2007, compared with an increase by 1.63% during 2006. The prices of exported local produced goods increased by 1.43% during 2007, the prices of local consumed items moved up by 2.37% during 2007, while it was 1.65% during 2006. The prices for manufacturing items moved up by 2.26%, the prices of agriculture products increase by 2.29% during 2007, the prices of fish increased by 1.32% during this year. Also the prices of major group, mining and quarrying which covers only quarrying and crush stone moved up by 2.72%.    

Figure 2: Producer price index in the Palestinian Territory, for the period 2000-2007,

(Base year: 1996=100)
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3.3 The annual wholesale Price Index during 2007: (Base year 1996 = 100):

The annual wholesale price index in the Palestinian Territory goes up by 3.09% during 2007, compared with 3.48% during 2006. 

The main reason was the increase in the prices of imported goods and local production by 3.21% and 2.95% respectively, the increase of manufacturing items prices by 3.22% was the main reason for this change.  The prices of agriculture local products reported an increase by 2.73% during 2007, the prices of other main groups moved up but it did not have a significant effects on the price index movement.     

Figure3: Wholesale price index in the Palestinian Territory, for the period 2000-2007,

(Base year 1996=1000)
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Chapter Four

Methodology

4.1 Data collection:

Data on prices for consumer, producer, and wholesale are collected through visits conducted by trained staff to selected markets including groceries, supermarkets, cloth and dresses market, restaurants, general services office, hospitals, private schools,  wholesalers and factories...etc.

The interviewers were provided with questionnaire included all required items and data sources along with detailed descriptions of goods and outlets, PCBS will be use the hand held devices in the nearly future.

Methodology has been set to collect prices that cover all prices of goods and services according to its market cycling and turnover.  

4.2 Editing and cleaning of data:

By the end of data collection in all governarates, data are edited according to the following process:

 Logical revision by comparing prices of goods and services with others in different sources and other governarates. Whenever a mistake is detected, it should be returned to the field for correction.

 Arithmetic revision of average items prices in each governarates and the general average in all governarates.

 Field revision of prices through selecting a sample of quotations and recollect it again

4.3 Calculation of price indices:
The price indices are calculated using Laspeyres equation.  This equation applies weighting through base-period quantities.  According to this equation, the index for each good is calculated first, then for each group…until it becomes possible to calculate the general price index.

4.4 Weighting system for CPI:

The CPI is calculated using Laspeyres equation.  This equation applies weighting through base-period quantities, which reflect the relative significance of goods and services in the consumer basket.  Data on household expenditure and consumption of goods and services represented in the consumer basket was collected through the Palestinian Expenditure and Consumption Survey (PECS), which was carried out during the period of October, 1995-September, 1996.  

The value of consumption of each item of goods and services in the consumer basket reflects the relative significance of that item in the total of Palestinian consumption patterns in that period.  The overall value of the consumer basket is assumed to be one hundred thousand points (100,000).  The relative significance of each Item in the consumer basket is determined on the basis of assigning that item a relative weight (out of the total weight of 100,000 points), which is directly proportional to the relative size of that item in terms of the overall value of the basket.

Weights of various items in the consumer basket have been calculated for each of Remaining West Bank (West Bank excluding annexed Jerusalem), Jerusalem, Gaza Strip, and the overall Palestinian Territory separately.  This approach to construction of PCPI has allowed us to produce a CPI for each of the regions separately.  Therefore, all item indexes representing the Palestinian Territory is not calculated on the basis of weighted average for the three regions as it may look for some readers.

4.5 Relative weights of various goods and services included in the consumer basket:

	Major Groups of Expenditure
	Palestinian Territory
	RWB
	Gaza Strip
	Jerusalem

	Food
	40,547
	40,163
	42,883
	37,895

	Beverages and Tobacco
	6,714
	6,957
	6,348
	6,105

	Textiles, clothing and footwear
	9,511
	9,662
	9,395
	8,866

	Housing
	6,942
	6,415
	7,838
	8,115

	Furniture, household goods & service
	7,418
	7,388
	7,811
	6,782

	Transport and communication
	12,680
	12,786
	11,239
	15,066

	Education
	3,959
	3,907
	3,397
	5,417

	Medical care
	4,793
	4,915
	4,497
	4,712

	Recreational, cultural goods & services
	1,577
	1,526
	1,585
	1,866

	Miscellaneous goods and services
	5,859
	6,281
	5,007
	5,176

	Total
	100,000
	100,000
	100,000
	100,000


4.6 Weighting System for PPI:
The value of local production of each item of goods reflects the relative significance of that item in the totality of Palestinian Production for that period.  The overall value of production is assumed to be one hundred thousand points (100,000).  The relative significance of each item in the total production is determined on the basis of assigning that item a relative weight (out of the total weight of 100,000 points), which is directly proportional to the relative size of that item in terms of overall value of production.

Weights of various items in the total production are calculated individually for local production, exported of local production and total production.  

Therefore, the total item Index representing the Palestinian Territory is not calculated on the basis of averaging the two other Indices. 

4.7 Relative weights for local, export, and total commodities, which used in calculating producer price index:

	Categories
	Local
	Export
	Total

	Agriculture
	49,022
	10,272
	45,136

	Fishing
	639
	44
	579

	Mining & Quarrying
	2,354
	1,694
	2,287

	Manufacturing
	47,985
	87,990
	51,998

	Total
	100,000
	100,000
	100,000


4.8 Weighting System for WHPI:

The value of local production of each item of goods reflects the relative significance of that item in the totality of Palestinian Production for 1996.  The overall value of production is assumed to be one hundred thousand points (100,000).  The relative significance of each item in the total production is determined on the basis of assigning that item a relative weight (out of the total weight of 100,000 point), which is directly proportional to the relative size of that item in terms of overall value of production.

Weights of various items in the total production are calculated individually for local production, import production and total production. Therefore, the total item Index representing the Palestinian Territory is not calculated on the basis of averaging the two other Indices. 

4.9 Relative weights for local, import, and total commodities, which used in calculating wholesale price index:

	Categories
	Local
	Import
	Total

	Agriculture
	20,103
	3,328
	23,431

	Fishing
	279
	12
	291

	Mining & Quarrying
	1,623
	882
	2,505

	Manufacturing
	29,591
	44,182
	73,773

	Total
	51,596
	48,404
	100,000


Chapter Five

Data Quality

5.1 Data accuracy:

5.1.1 Statistical errors:

The findings of the survey are affected by statistical errors due to using sampling in conducting the survey rather than comprehensive enumeration for the units of the target population, which increases the chances of having variances from the actual values we expect to obtain from the data had we conducted the survey using comprehensive enumeration. The computation of difference between the most important key goods showed that the standard error of these goods did not exceed 1.38%. The variance of the key goods in the survey was computed and dissemination was carried out on the level of the Palestinian Territory for reasons related to sample design and computation of the variance of the different indicators since there was a difficulty in dissemination on governorate level for lack of weights. 

5.1.2 Non-statistical errors:

Non-statistical errors are probable in all stages of the conducting the project, during data collection or data entry. The non-statistical errors can be summarized in the following:

· Non-response errors: The selected sources of this year showed major cooperation with interviewers; not a single case of non-response was reported this year.

· Response errors (respondent), interviewing errors (interviewer), and data entry errors:  To avoid this type of errors and reduce their effects, project administration adopted a number of procedures that ensured their reduction to the lowest level. The procedures include: 

1. With respect to respondents: More than one visit were paid to every source to explain the objectives of the survey and compiled data confidentiality. The number of field visits in 2007 was limited and did not exceed 10 due to the situations in the Palestinian Territory of occupation's procedures, However, the visits to data sources contributed to empowering relations, cooperation, and verification of data accuracy.

2. Interviewer's errors: A number of procedures were taken to empower data accuracy throughout the process of field data compilation. These procedures included: 

a. Interviewers were selected based on educational qualification, competence, and assessment. Interviewers were trained in theory and in practice on the questionnaire. Also, meetings were held to remind interviewers of instructions and explanatory circulars were handed out about the survey.

3. Data entry errors: A number of procedures were taken to verify data quality and consistency and empower data accuracy throughout processing and entry. The procedures included the following: 

a. Survey questionnaire entry program was equipped where there was a screen for every page of the questionnaire's pages.

b. The program was fed with a list of reference provisions of automatic editing of the questionnaire regarding data editing and logic.  

c. The effectiveness of the program was checked through entering two experimental questionnaires where one of them was wrong and the other was correct.

d. Data entry staff were selected from people specialized in computer programming; they were trained fully on the entry program.

e. Reentry was carried out for 20% of the entered questionnaires to ensure that the data entry staff entered questionnaires correctly and in accordance with the questionnaires provisions. The result of the reentry was 100% consistency. 

f. The files of the entered data were received, examined, and reviewed by project administration before findings were extracted. The project administration carried out many checks showing data logic and coherence. An example of these checks was comparing the data of current month with the data of previous month, comparing the data of the sources, and comparing data between governorates.

Other procedures taken by project administration to increase data quality:

1. Full reediting of questionnaires after being edited by interviewers. Some questionnaires were returned to Jerusalem governorate to complete data as some errors were discovered. The errors were due to having different respondent from previous interview. 

2. Other technical procedures to increase data quality include:

a. Dealing with seasonality and estimation of the prices of the unavailable brands: Each commodity has a number of brands that are commonly used in the Palestinian Territory in order to compute the prices' rates and consider them representational of one commodity within a set of commodities. Of course, it is necessary to define the specifications for these brands to avoid the change in quality or specifications when prices are taken. However, the problem sometimes faced is the unavailability of prices of some commodities, which are often in vegetables and fruits. Each of these commodities has specific season or may disappear for a while at a specific source, or may disappear from all sources while being expected to appear again (temporary disappearance). The same goes for the sources since some sources shut down for a while for no particular reason. These cases are dealt with using Group Relative Method, which is a process of estimating prices based on change in the prices of other sources of the same brand in the event that a brand of the commodity at all sources is unavailable. In the event of source shut down on temporary basis, all prices of that source are estimated based on the change in the prices of the sources of similar brands. Among the cases the survey encountered was the brands and sources of fruits and vegetables as well as clothes and tailor-made clothes. 

b. Dealing with disappearance of commodities brands and sources: It is worth noting that commodities and services basket, which is chosen and named the consumer's basket, is inconsistent and changes with time and with changes in consumers' patterns and tastes and the appearance of new commodities. Hence, commodities must be changed and alternative commodities must be found using special approach for replacement of commodities. When it is made certain that some commodity brands have completely disappeared, such brands are replaced by new similar brands in quality and price. Replacement is done through choosing the new brand, which has high consumer demand; the reserve price of the brand is estimated using the following three statistical methods: 

i. Direct comparison method: This method is used in the event of changing the country of origin of the commodity brand while the specifications of the brand including weight, ingredients, and price remain constant. In this case, the reserve price for the disappeared commodity (old commodity) is used in computing the price index of the alternative commodity. The use of this method preserves the correct representation of the Palestinian consumers' basket and the index does not change with the change of brand origin. 

ii. Time overlapping method: This method is used when the prices of current brands are available and a new brand appears during the same period and the current commodity brand is about to disappear or lost its representational feature with regard to the consumer, which may lead to major reduction of its price. Hence, the new brand is taken and a reserve price for it is estimated using the following formula:
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This method leads to catching up with development and changes to the Palestinian consumers' basket and reflecting the reality throughout replacing the old commodities with the new commodities. 

iii. Time linking method: This method is used when a commodity brand disappears during a specific month and a new brand appears in the following months. The old brand is replaced by the new brand and a reserve price for it is estimated using the following formula: 
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This method preserves the logic and quality of the price index of consumer prices through time series; it also protects data values upon disappearance of a specific brand from the market. Consequently, the index would not deviate from its line due to disappearance of a brand. Project administration dealt with a number of cases that faced the survey using the aforementioned scientific methods including changing the type of the electric appliances and brands and clothes and shoes sources. 

5.2 Data comparison:

Some comparisons between the survey data and the data of producer price and quarterly wholesale price were held; also comparisons were held with the data on agricultural goods provided by the Ministry of Agriculture as well as comparison with fuel prices issued monthly by the Palestinian General Petroleum Corporation. The outcome of the comparisons was 100% matching with regard to fuel prices. The difference with respect to agricultural goods prices did not exceed 5%, which was due to reasons of sample selection.  
5.3 Other technical remarks:

There are some important technical remarks that must be taken into consideration upon reviewing this report; they are as follows:

1. The sources at rural areas and refugee camps were not counted due to lack of adjusting weights for such areas. It was considered sufficient to select sources from main cities in the remaining West Bank, Gaza Strip, and Jerusalem. The sources of data compilation were distributed among the main cities in the governorates of the Palestinian Territory as follows: 

West Bank: Tulkarem, Jenin, Qalqilia, Nablus, Ramallah, Jericho, Bethlehem, and Hebron

Gaza Strip: Gaza and Jabalia, Khan Yunis and Rafah, Dir al-Balah and al-Nsirat  

Jerusalem: It is the part of Jerusalem governorate, which Israel annexed by force in the aftermath of occupying the West Bank in June 1967. 

2. Some cases of change to the types of data sources appeared when the field survey was conducted. They included changing the activities of some sources or permanent or temporary closure of the source. These cases were dealt with through scientific statistical methods in addition to upgrading goods according to changing quality or quantity following international recommendations.  

3. Price values and price indices in the tables contain decimals that do not appear in the tables; hence, careful dealing is required when values are computed manually. 

4. Data classification was in accordance with international recommendations using approved classifications. The recommendations of national accounts concerning classification of consumer groups were adopted using COICOP. As for price indices tables for product price and wholesale; the International Standard Industrial Classification ISIC3 were adopted.

Summary of variance calculation for the most important items

	Item Description
	Unweighted Count
	Coefficient of Variation
	95% Confidence Interval
	Standard Error
	Estimate

	
	
	
	Upper
	Lower
	
	

	Long grain profiled rice -Uncle benz - USA -Pack/ 1kg
	240
	0.01
	13.10
	12.41
	0.176
	13.52

	Propane tank - Local - Tank/ 12kg
	127
	0.04
	71.10
	62.98
	2.060
	52.26

	Imperial - Local - 20 cigarettes
	288
	0.01
	11.51
	7.65
	0.154
	10.40

	Medium size potato - Israel - 1kg
	388
	0.02
	2.52
	2.34
	0.045
	2.26

	Green house tomato - Local - 1kg
	677
	0.05
	2.58
	1.98
	0.150
	2.76

	Excellent gasoline 96 - Israel - 1 liter
	282
	0.01
	5.82
	5.57
	0.063
	5.77

	Chicken eggs - Local - Carton/ 2kg
	320
	0.02
	13.69
	12.65
	0.265
	13.64

	Red apple - Israel - 1kg
	618
	0.03
	4.79
	4.27
	0.130
	4.93

	Powdered milk - Nido - France - Can/  2.5kg
	124
	0.02
	88.01
	79.86
	1.443
	87.20

	White bread - Local -1kg
	325
	0.04
	5.24
	2.28
	0.140
	3.14

	Greenhouse cucumber - Local - 1kg
	667
	0.06
	2.78
	2.03
	0.174
	2.76

	Fresh chicken with feathers - Local - 1kg
	274
	0.02
	11.85
	10.76
	0.242
	11.81

	Locally manufactured gold - karat 21
	210
	0.08
	81.12
	77.15
	6.479
	79.66

	Olive oi l- Local - 1kg
	202
	0.02
	25.16
	21.38
	0.402
	24.85

	Fine white sugar - White sugar - Israel - Pack/ 1kg
	275
	0.03
	5.12
	3.65
	0.112
	4.36

	Diesel for heating - Israel - 1 liter
	154
	0.02
	4.80
	3.98
	0.095
	4.70

	Haifa white flour - Zero - Israel - Sack/ 60kg
	89
	0.08
	141.19
	112.19
	11.699
	139.54

	Fresh beef meat - Local - 1kg
	327
	0.01
	40.56
	36.14
	0.576
	39.39

	White table salt- First table - Israel - Pack/ 1kg
	267
	0.03
	1.83
	1.51
	0.057
	1.80

	Big size banana - Israel - 1kg
	662
	0.04
	3.72
	3.18
	0.136
	3.69
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