Chapter One

Introduction

The Foreign Trade Statistics with its three major indicators --- imports, exports and trade balance --- are considered vital and necessary for the National Accounts and Balance of Payments. For these reasons, the Palestinian Central Bureau of Statistics (PCBS) puts heavy emphasis on constructing a sound database for Foreign Trade Statistics in Palestine, and  publishes a yearly report on the goods and services flowing to and from Palestine.

In the preparation of this report; PCBS committed itself to most of the recommendations of international statistical concepts adopted within international trade statistics in order to provide data to all users of international institutions and civil society institutions, and researchers and scholars, and to provide detailed level data that will be useful in comparisons with all Trading partners.

1.1  Aims of the project

The project aims to obtain data on:

· Imported and exported commodities distributed according to the country of origin and destination.

· The countries that Palestine deals with commercially.

· Flow of goods according to the economic purposes.

· Flow of goods through the means of entry and exit.

· Flow of goods according to the entry passages, borders.

· Flow of services according to the kind of service.

The mentioned data enable the achievement of the following:

· Determining the general net trade balance with other countries.

· Determining the per capita imports and exports.

 Obtaining these indicators will realize the following: 

· Providing data needed for preparing national accounts, balance of payments, and computing price index for imports and exports.

· Providing data needed for research and economic analysis.

· Providing data for decision-makers and planners.

1.2 Report Structure

This report has been divided into the following chapters:

Chapter One: It is the introductory chapter which includes the introduction and indicators needed for the data users, and the report structure.

Chapter Two: It deals with basic concepts and definitions, measurement units and abbreviations included in the report.

Chapter Three: It presents the main results of the report in a short description for some main indicators.

Chapter Four: It deals with the methodology of the project in respect to data collection methodology and coverage. It also deals with fieldwork activities for data collection, the methods of data processing and tabulation.

Chapter Five: It deals with data quality of the report, in addition to the statistical and non statistical errors.

Tables: The report includes 13 tables on the main indicators of Palestinian trade on goods and services.

Chapter Two

Concepts and  Definitions

The Statistical Unit:

In Foreign Trade data the statistical unit is considered by most countries to be the customs declaration, that is, the customs statement issued from  general customs department of countries with all of its enclosures, such as: the certificate of origin, the invoice, the packing list, the health certificate for medicines, food stuff, and meat, the agriculture certificate and the release certificate. etc. However, in Palestine, and as a result of the transitional phase, the clearance voucher of the value added taxation and the Israeli customs statement and other complementary data are considered the statistical unit in the Foreign Trade project.

The Clearance Voucher for the Value Added Tax:

This is a unified invoice for both Israeli and Palestinian parties. On it appears: the name of the licensed entity from both parties, his taxation number; the exchanged material with its type and value, the invoice number and the value added taxation. This shows the movement of trade exchange between the Palestinian territory and Israel only.

Custom Declaration:

This is an Israeli document containing all the data related to the Palestinian direct imports from other countries through the Israeli entries and ports, and additionally, Damyah Bridge, Rafah and Allenby Bridge. A photocopy of the statement which represents the direct imports to the Palestinian National Authority territories arrives to the Ministry of Finance but without enclosures since the Palestinian customs statement is partially applied in order to control the data of passengers entry from Jordan and Egypt only.

The Certificate of Origin:

This is a document of the Chambers of Commerce in the governorates and certified by the Ministry of National Economy and reflects data on exports of national origin and re-exported goods to Jordan and the Arab states and other countries of the world except Israel, in addition to the certificate of origin for the European Partnership issued by the Directorate General of Customs and reflecting Palestinian exports of national origin to the countries of Europe

Imports:

The whole commodities (goods) entered to the country by air, land and sea that are used in consumption, convertibility on the manufacturing sector, and re-exportation. 

Exports:

Whole commodities (goods) that are exported outside the country, conditioned with ownership transcription to another economy, or to free customs regions. 

C.I.F – Cost, Insurance and Freight:

Cost of the imported goods plus the cost for loading and transportation within the exporting country plus the cost of the transport from the border or port of the exporting country to the border or port of the importing country.

FOB – Free on Board:

Total cost of exported goods plus the cost for transportation within the country of dispatch, including possible loading cost in the port of dispatch.

· Remaining West Bank:

Remaining West Bank refers to all West Bank excluding those parts of Jerusalem which were annexed by Israel in 1967.

Chapter Three

Main Results

Foreign trade transactions are very important in economic activities due to their role in the Gross Domestic Product (GDP) and the creation of job opportunities. In addition, this sector plays a crucial role in regional and the international communication. This part presents data on foreign trade activities and summarized main results for the year 2006. 
3.1 Imports and Exports of Goods by Year

The data indicate that imports increased by 3.4% in 2006, and exports increased by 9.3% in the same year compared with 2005, while the net trade balance was reduced in 2006 by 2,392.0 million US$ compared with 2,332.1 million US$ in 2005. The reduction in Palestinian foreign trade is reflective of an increase in the imports side due to the recovery of some economic sectors in 2006 compard by 2005.  

Figure 1: Distribution of Imports, Exports and Net Trade Balance for Remaining West Bank and Gaza Strip in 1995 - 2006
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3.2 Imports and Exports by Section in 2006
The results indicate that 34.2% of imports in 2006 was from mineral fuels, lubricants and related materials which represents the highest portion of imports, and an increase of 31.2% compared with 2005. The results show also that food and live animals represent 16.8% of total imports in 2006, an increase of 2.8% compared with 2005. Manufactured goods classified chiefly by material represents 15.0% of total imports in 2006, a decrease of 15.7% compared with 2005. Imports of machinery and transportation equipment decreased by 24.1% which represents 11.9% of total imports. The imports of chemical and related products decreased by 10.8% and beverages and tobacco decreased by 22.2% compared with 2005.

Figure 2: Distribution of Imports by SITC-3 Sections for Remaining West Bank and Gaza Strip in 2006
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The results reveal that total exports increased by 9.3% in 2006. Manufactured goods classified chiefly by material represent 42.4% of total exports in 2006 with an increase of 19.8% compared with 2005. Miscellaneous manufactured articles represent 19.0% of exports, an increase of 7.7%, and exports of food and live animals represents 10.6% of total exports with an increase of 7.3%. Machinery and transport equipment exports increased by 19.4% compared with 2005, while exports of vegetable oils increased by 11.6% compared with 2005

Figure 3: Distribution of Exports by SITC-3 Sections for Remaining West Bank and Gaza Strip in 2006
[image: image3.wmf]Miscellaneous 

manufactured articles

19

.

1

%

Machinery and 

transport equipments

6

.

0

%

Manufactured goods 

classified chiefly by 

material

42

.

3

%

Chemical and related 

products

, 

n

.

e

.

s

.

9

.

6

%

Animal and vegetable 

oils

, 

fats and waxes

3

.

7

%

Mineral fuels

, 

lubricants and related 

materials

0

.

9

%

Crude materials

, 

inedible except fuels

5

.

0

%

Food and live animals

10

.

6

%

Beverages and 

tobacco

2

.

7

%


3.3 Imports by Entry Passage in 2006

The results indicate that the major amount of imports in 2006 entered the Remaining West Bank via “undefined” center which deals with commodities from Israel to the Remaining West Bank. The imports via the “undefined” center was 70.0% of total imports with an increase of 2.1% compared with 2005. Imports through Al-Muntar passage to Gaza Strip was 13.4%, a decrease of 20.3% compared with 2005. Imports from Al-Shaja’eya passage was 8.5% of imports, an increase of 140.1%. Imports through networks and pipelines increased by 18.2% compared with 2005.
Figure 4: Distribution of Imports for Remaining West Bank and Gaza Strip by Entry Passage in 2006
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  *Including Water and Electricity Only 

 **Including Trade Transaction between Remaining West Bank and Israel
3.4 Exports by Exit Passage in 2006

The results indicate an increase in the exports of commodities abroad in 2006 through Damyah passage of 19.9%, an amount representing 10.9% of total exports. An increase was indicated also through Al-Muntar passage of 5.7% compared with 2005. The exports from the Remaining West Bank through “undefined” passage represents 79.8% of total exports of commodities, an increase of 8.4% compared with 2005.

Figure 5: Distribution of Exports for Remaining West Bank and Gaza Strip by 

Exit Passage in 2006
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**Including Trade Transaction between Remaining West Bank and Israel
3.5  Change of Imports and Exports of Commodities by Group Countries in 2006 Compared with 2005
The change of imports and exports of commodities with group countries seems obvious in 2006 by the volume of trade to the trade partners. The results indicate that imports of commodities from Asian countries – where Israel represents the majority – was 85.4%, an increase of 4.6% compared with 2005. There was a decrease in imports from the European Union Countries of 9.9% which represents 8.2% of total imports of commodities, while 1.2% of imports was imported from Arab countries, a decrease of 2.2% compared with 2005. 

Regarding exports, the results show that 89.2% of commodities in 2006 was exported to Asian countries with an increase by 11.9% compared with 2005. The results indicate an improvement in exports of commodities to Asian Arab countries by 8.1% of total exports with an increase by 29.0%. The increase in exports to African Arab countries by 54.2% compared with 2005, While direct exports decreased by 77.0% to the European Union countries compared with 2005.

Figure 6: Change of Imports and Exports of Commodities by Group Countries in 2006 Compared with 2005
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3.6 Imports and Exports in Services with Israel by Year

The results reaveal an increase in both imports and exports in services; the increase of imports in services was 3.4%, while exports in services increased by 2.8% compared with 2005. This decreased the trade balance in services by 5.0% compared with 2005. 

Figure 7: Distribution of Imports, Exports and Net Balance Trade on Services for Remaining West Bank and Gaza Strip in 2000- 2006
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3.7 Imports and Exports in Services with Israel by Main Categories in 2006

The results reveal that telecommunications and other business services represents 56.1% and 23.3% respectively. The travel services in 2006 decreased by 9.8% compared with 2005 which represents 13.7% of total export in services.

The data reveals that 57.6% of total exports in services was from other business services with an increase by 27.4%, while the exports in construction services decreased by 50.6% compared with 2005 and represents 14.6% of total services in exports. The transportation services increased by 72.0% compared with 2005, which represents 4.5% of total exports in services.

Figure 8: Imports and Exports in Services by Main Categories for Remaining West Bank and Gaza Strip in 2006


[image: image8.wmf]0

.

000

10

.

000

20

.

000

30

.

000

40

.

000

50

.

000

60

.

000

70

.

000

80

.

000

Services of

Transportation

 Telecommunication

Services

 Construction

Services

Other Business

Services

Miscellaneous

Services Articles

*

Value in Thousand US

$

Imports

Exports


*Miscellaneous Services Articles: Include Travel Services, Insurance, Finance, Computer and Information , Franchising and Licensing Duties and Cultural and Entertainment.  
Chapter Four

Methodology

The main target of the preparation of Palestinian external trade statistics is to monitor actual flows of goods and services during the period of time reference. Due to the political and economic conditions of the Palestinian territory, PCBS has used VAT vouchers from the Ministry of Finance as a major source of data on trade exchange with Israel, in addition to other officical sources related to external tarde with the rest of the world, as mentioned in the first part of this report.

4.1 Field OperationsAs mentioned, PCBS adopted several data sources for calculating trade statistics such as:

Value Added Taxation Vouchers

By using special forms; a specialized technical team from the PCBS dealt directly with vouchers at the Ministry of Finance where goods and services with Israel are collected, and transferred them to the headquarters of PCBS for proccessing. 

Customs Data

PCBS has adopted the General Administration of Customs and Asycuda project for covering trade with Countries abroad (direct imports) via Israeli ports and airports. The data is transferred to the PCBS in electronic format and broken down by Israeli customs tariffs in addition to the value, quality and country of origin. The correspondence tables between HS and SITC-3 are used to switch custom files from tarrif codes to the HS 6 digits.

. 

Besides the VAT vouchers and the Customs declarations data, which are the main sources, there are another types of data for the Foreign Trade Statistics in Palestine as follows:
· The Ministry of National Economy 

· The Palestinian Water Authority

· The General Petroleum Corporation

· The Ministry of Agriculture

· The Ministry of Telecommunications and Information Technology 

4.2 Data Proccessing Office operations for foreign trade data can be summarised in three phases as follows:

· Data documentation 

· Coding and data checking using SITC and correspondence for International classifications 

· Tabulation phase using Access and Excel software for preparing goods and services tables

Chapter  Five

Data Quality

5.1 Accuracy of the Data

Statistical Errors

Palestinian Central Bureau of Statistics (PCBS) collects foreign trade data in accordance with international standards, where access to data is based on the official administrative records of various data sources, and consequently the data of this program are not affected by statistical errors.

Non-Statistical ErrorsErrors that can occur due to the statistical nature of the work at the Directorate of VAT, such as clearing bills that focus on the fiscal side only, resulting in shortages in other aspects such as the measurement of the quantities (weight and number), and non-billing breakdown by commodity. This lack of information has been overcome through the following : 

1. Audit traders and professionals licensed by the Directorate of VAT.

2. Accountants audit - through auditing offices - which provide invoices of persons engaged to the Directorate of VAT, in collaboration with the Directorate.

3. District office audit for VAT for error correction, if any action, to improve performance.

4. Audit of the Ministry of National Economy to correct any error in the data in terms of the certificates of origin breakdown of commodities and price adjustment if illogical where it was found.

5. Providing data entry program with three checks to address errors resulting from input mistakes, and updated on an annual basis, checking rules as needed.

5.2 Comparison of Data
Comaprison of data of this report with the published data for other sources, noting:

1. Mismatches of data between different mechanisms for the collection and tabulation of data due to the different methodology, coverage and comprehensiveness of the data source to another.

2. Figures issued by the Ministry of National Economy is on trade based on the number and value of export and import licenses during the same period. They are not required to implement all certificates of origin issued by the Chambers of Commerce by traders during the same period attribution monthly or annual schedule. Therefore, we find there is a difference between data issued by the Palestinian Central Bureau of Statistics data issued by the Ministry of National Economy.
3. Foreign trade data issued by the Palestinian Monetary Authority represents the volume of bank credits issued to cover the commercial exchange between countries. Here it is not a requirement that the entire package be entered during the same time for whatever reason, and as a result there is difference with the data. 
5.3 Technical Comments

Statistical figures of Palestinian external trade issued by the Palestinian Central Bureau of Statistics in this bulletin is to monitor the movement of the actual commodity flows entering the Palestinian territories, taking into account the following observations:

1. The value of imports and exports published in this report do not include VAT. 

2.  Data were calculated on the basis of oil derivatives, the average sale prices of power distribution for these derivatives, the monthly level of the General Petroleum Corporation, after deducting a percentage for the profit margin and VAT.

3. The statistical figure of this report for commodity imports and exports is the figure approved for the preparation of the trade accounts, the rate of contribution of imports and exports of GDP. The number is actual and not based on the estimates and the official documents.

4. Imports and exports do not include smuggling of goods across crossings to the Palestinian territories.

5. Imports and exports of goods does not include any non-appropriated documents in the trade exchange with Israel.

6. Imports and exports with Israel contain indirect imports and exports with the countries of the world, because of a country of origin or destination in the bill, and that means:

· Palestinian imports from Israel are not necessarily originated in Israel, but Israel is the country of shipment of the goods.

· Palestinian exports to Israel include Palestinian exports to the countries of the world through Israel.

7. The data contained in this report does not include that part of Jerusalem governorate which were annexed by Israel in 1967.

8. There are some minor differences in the totals of the values of the same variable between different tables, that resulted from the convergence of standard treatment processes on the computer.

9. The value of imports was calculated on the basis of (Saif C.I.F) and the value of exports has been calculated on the basis of (FOB F.O.B). 

10. Imports and exports represent service trade with Israel service only. 

11. Figures of 2005 imports in this report were adjusted due to new records received from official data sources after publishing the report for 2005.

12. Figures of 2006 might be changed in the coming report for 2007.

In spite of all the obstacles and observations, however, after referring to some estimates of a number of institutions of the Palestinian National Authority, and estimates of other domestic or international sources, we believe that these estimates are consistent with the data published by the Palestinian Central Bureau of Statistics.
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		المعبر		الواردات								الصادرات

				2003		2004		2004%		Ch 04-03		2003		2004		2004%		Ch 04-03

		بيت حانون		45,619		54,623		2.3%		19.7%		0		0		0.0%
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		الابواب		الواردات								الصادرات

				2003		2004		2004%		ch04-03		2003		2004		2004%		ch04-03

		أغذية وحيوانات حية		377,710		470,259		19.8%		24.5%		34,226		35,867		11.5%		4.8%

		المشروبات والتبغ		90,612		108,715		4.6%		20.0%		12,980		17,219		5.5%		32.7%

		مواد خام غير صالحة للاكل، باستثناء الوقود		40,457		47,911		2.0%		18.4%		13,357		11,101		3.6%		-16.9%

		وقود معدني، ومزلقات معدنية، وما يتصل بذلك من مواد		425,745		660,084		27.8%		55.0%		3,871		10,493		3.4%		171.1%

		زيوت ودهون وشموع حيوانية ونباتية		19,588		20,778		0.9%		6.1%		7,214		9,940		3.2%		37.8%
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		المكائن ومعدات النقل		211,896		281,564		11.9%		32.9%		14,767		14,770		4.7%		0.0%

		مصنوعات منوعة		116,345		132,425		5.6%		13.8%		51,024		61,125		19.5%		19.8%

		سلع ومعاملات غير مصَفة في موضع آخر في التصنيف الموحد للتجارة الدولية		3,896		27		0.0%		-99.3%		5,682		28		0.0%		-99.5%
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