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Annex (1)
Household Expenditure and Consumption Survey

Introduction:
The Palestinian Central Bureau of Statistics (PCBS) conducted the tenth and eleventh Expenditure and Consumption Survey for 2009 and 2010.

The survey provides detailed data on expenditure and consumption for use in policy research. The main objectives of this survey are:
· To obtain macro estimates of household consumption and cash expenditure patterns needed to revise the weighting system for the Consumer Price Index (CPI).

· To identify prevailing patterns of consumption.

· To constitute a platform specifying a set of basic economic and social welfare indicators to be monitored at regular intervals.

· To provide macro economic estimates on household consumption for the National Accounts.

· To acquire data on the level of household consumption and cash expenditure which can be used for poverty mapping and analysing changes in the standard of living over time.

· To provide data on the ownership of durable goods.

· To obtain data on non-expenditure consumption (consumption in kind), i.e., consumption of own production and payments in kind.

· To obtain data on household income by source of income.

Methodology:
The PECS questionnaire was designed in accordance with UN/ILO recommendations for Household Budget Surveys practiced in most countries. These recommendations follow the concept of the National Accounts System 1993 (SNA, 93) and other changes based on the COICOP system pertinent to the classification of household/personal consumption followed in consumption surveys by the majority of countries. 
The methodology of the survey is summarized as follows:

· The sample is a stratified systematic random sample with clustering in two stages, and 12 subsamples were used as one subsample per month.

· The duration of the survey was 12 months. The design of the survey took into consideration seasonal consumption variable from one season to another, such as expenditure on fruit, vegetables, and clothes.

· Each household was provided with a form (diary) to record daily expenditures. A female fieldworker visited the household repeatedly between eight to ten times to ensure the recording of household consumption in the diary according to the adopted procedures.

· The recording period for each household was restricted to one month. Households with a recording period longer than one month were given less variance in the expenditure and consumption pattern. One of the disadvantages of longer recording periods is that households become bored or forget to fill in the specified form. The UN\ILO recommendations call for a recording period of three to four weeks. PCBS selected a four-week recording period to cover household expenditure on goods and services that are repeated during the month. 

· Different time references were adopted for the items of household expenditure and consumption. Daily expenditure on food and transportation items was given a one-month reference period. Durable goods and educational fees were given a 12-month reference period, excluding personal transportation which is extended to the previous three years. Regarding income, one-month and one-year reference periods were used.

The Questionnaire:
The questionnaire comprises  two main parts: 

First: Survey questionnaire

Part of the questionnaire was completed during the visit at the beginning of the month, while the other part was completed at the end of the month. The questionnaire includes:

Control sheet: Includes household identification data, date of visit, data on the fieldwork and data processing team, and a summary of the household’s members by gender.

Household roster: Includes demographic, social, and economic characteristics of the household’s members.
Source of income and consumer durable goods schedule: Includes a list of main goods such as a washing machine, refrigerator, TV, and sources of income generation like ownership of farm land or animals.

Housing characteristics: Includes data on the type of housing unit, number of rooms, value of rent, and connection of the housing unit to basic services like water, electricity, and sewage. In addition, data in this section includes sources of energy used for cooking and heating and the distance of the housing unit from transportation, education, and health centers.

Monthly and annual income: Data pertinent to household income from different sources was collected at the end of the recording period.

Second: List of goods

The classification of the list of goods is based on the recommendation of the UN for the SNA under the name Classification of Personal Consumption by Purpose. The list includes 50 groups of expenditure and consumption, with each given a sequence number based on its importance to the household, starting with food goods, clothing groups, housing, medical treatment, transportation and communication, and finally, durable goods. Each group consists of important goods. The total number in all groups equals 667 items of goods and services. Groups from 1-21 include goods pertinent to food, drinks, and cigarettes. Group 22 includes goods that are home produced and consumed by the household. Groups 23-45 include all items except food, drinks, and cigarettes. Groups 50-55 include durable goods. The data is collected based on different reference periods to represent expenditure during the whole year, except for cars where data is collected for the last three years.
 

Recording form:
The recording form includes instructions and examples on how to record consumption and expenditure items. The form includes columns as follows:

· Monetary: If the good is purchased or in kind: if the item is self-produced

· Title of the service of the good

· Unit of measurement (kilogram, liter, number)

· Quantity

· Value

The pages of the recording form are colored differently for each week of the month. The footer for each page includes remarks that encourage households to participate in the survey. The following are instructions that illustrate the nature of the items that should be recorded:

· Monetary expenditure for purchases

· Purchases based on debts

· Monetary gifts once presented 
· Interest at pay

· Self-produced food and goods once consumed

· Food and merchandise from commercial project once consumed

· Merchandise once received as a wage or part of a wage from the employer
The Sample: 

The target population in this sample survey comprises all private households living in the West Bank and Gaza Strip, excluding nomads, students, and workers in housing. The survey sample consists of 3848 households for 2009 and 3757 households for 2010. 

Annex (2)
Poverty Indices

Poverty assessment requires the adoption of an overall aggregate measurement of poverty summarizing the information on the well-being of the poor.  As with any statistical measurement, some information will be lost when using the summary. The most commonly used measurement of poverty is the “head count index” that gives the percentage of poor in the population.  Let y1 ( y2 ( …..( yn  be the expenditure of n households, in order of size from the smallest to the largest, and let z be the poverty line that cuts off q households at the lower end, 

 
y1 ( y2 ( ……( yq < z < yq+1 ( …..yn.
Then, the head count index, H, is simply,




Although it is widely used, this index does not capture the depth of poverty
 and hence, its utility for policy targeting purposes and group comparisons is quite limited (see Sen 1976).  The current practice is to use the following Foster-Greer-Thorbecke (1984) divisible class of poverty measurements:




where z, yi, n, q are as defined above, and (  ( 0 is a poverty aversion parameter. The parameter (  indicates concerns given to the poorest poor: the larger ( is, the larger the proportionate shortfall from the poverty line, and hence, the greater the effect on poorer households.  When ( = 0, the above reduces to the “head count index” H, or alternatively P0, in which case the depth of poverty is not a concern. 

When ( = 1, the above reduces to the familiar “poverty gap index” that captures the average gap between the standard of living of the poor and the poverty line.  There is uniform concern about the depth of poverty when using P1, i.e., it does not distinguish between poor households.  This index is useful for calculating the amount of savings that can be made from transfers to the poor.  

When ( = 2, greater sensitivity is given to the poorest of the poor.  Although P2 is not easy to interpret, its usefulness lies in ranking different groups in terms of the severity of poverty.  Thus, the index decreases if income from a poor household is transferred to a poorer household.  P2 is commonly referred to as the “poverty severity index”.  

To summarize, the poverty indices used in this report are as follows:

· Head count index  (P0), which gives the percentage of the population in poverty. 

· Poverty gap index (P1), which gives the percentage by which the average income / consumption of the poor is below the poverty line.  

· Poverty severity index (P2), which gives the mean of the squared consumption deficits. 

� This refers to how far average expenditure is from the poverty line.  The H measure does not change if the poor person becomes poorer.
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