PCBS: Finance and Insurance Survey, 2017


Chapter One

Terms, Indicators and Classifications

1.1 Terms and Indicators
The following terms and indicators are defined in accordance with the glossary and guide statistical indicators issued by PCBS and certified on the latest international recommendations in statistics and consistent with international systems

Institutional Unit:
It is an economic entity that is capable, in its own right, of owning assets, incurring liabilities and engaging in economic activities and in transactions with other entities.

Economic Activity:
This refers to a process consisting of actions and activities carried out by a certain entity that uses labor, capital, goods and services to produce specific products (goods and services). In addition to that, the main economic activity refers to the main work of the enterprise based on the (ISIC) and that contribute by the large proportion of the value added, whenever more than one activity exists in the enterprise.

Number of Employed Persons (Indicator): 
An indicator that measures the number of all employed persons in enterprises of Financial Intermediation Activities. 

Compensations of Employees (Indicator): 
An indicator that measures the total value of cash and kind wages in enterprises, including social security contributions.

Output:
It is defined as the goods and services produced by an establishment, excluding the value of any goods and services used in an activity for which the establishment does not assume the risk of using the products in production, and excluding the value of goods and services consumed by the same establishment except for goods and services used for capital formation (fixed capital or changes in inventories) or own final consumption.

Intermediate Consumption:
It consists of the value of the goods and services consumed as inputs in a process of production, excluding fixed assets whose consumption is recorded as consumption of fixed capital.

Value Added:
Value added is a central concept of production and refers to the value generated by any unit that carries out any productive activity. Gross value added is defined as the value of gross output less the value of intermediate consumption. The net value added is defined as the gross value less the value of fixed capital consumption.

Taxes on Production:
Compulsory cash or in kind payments payable by producers to the general government.  it consists of taxes payable on goods and services at production, sale, or exchange and other taxes payable on production by resident producers as a result of carrying out the production process.

Subsidies: 
Subsidies are current unrequited payments that government units, including non-resident government units, make to enterprises on the basis of the levels of their production activities or the quantities or values of the goods or services that they produce, sell or import.

Consumption of fixed capital:
It is the decline, during the course of the accounting period, in the current value of the stock of fixed assets owned and used by a producer as a result of physical deterioration, normal obsolescence or normal accidental damage.

Operating Surplus (Indicator): 
Value added minus compensations of employees and net taxes on production minus subsidies and custom fees minus depreciation.

Gross Fixed Capital Formation:
Gross fixed capital formation consists of the value of producers’ acquisitions of new and existing products of produced assets less the value of their disposals of fixed assets of the same type.

Financial Intermediation Services Indirectly Measured (FISIM): 
It is the difference between the rate paid to banks by borrowers and the reference rate plus the difference between the reference rate and the rate actually paid to depositors.

Portfolio Investment:
It is a set of investments made by financial institutions, insurance companies and divided into two parts: financial investments (stocks, bonds, treasury bills, and other securities), and investments in real assets (real estate, land, precious metals, etc.).

Income from services rendered to others:

This represents income from the exercise of service activities as secondary activities by the enterprises to other bodies, such as the rental of buildings, revenue and income from banking services, financial advisory services, and other services.

Income from commercial activity:

This income relates to the bills of goods circulated for commercial purposes as a secondary activity without going through any processing or manufacturing (except for the disassembling or packaging of goods). They do not include production inputs sold as is without being recorded a production input. The income from commercial activity is the margin generated of the total profit of the trading activity.

Calculation of Statistical Indicators:

	1. Compensations per wage employee
	= (compensations of employees / no. of wage employees)

	2. Output per wage employee
	= (total output / no. of wage employees)

	3. Value added per wage employee
	= (value added / no. of wage employees)

	4. Value added to output
	= (value added / total output)*100

	5. Compensations to value added
	= (compensations of employees / value added)*100

	6. Consumption of fixed capital to output
	= (Consumption of fixed capital / total output)*100

	7. Total output
	= output from main activity + output from secondary activity

	8. Output from main activity
	= financial output + insurance output

	9. Output from secondary activity
	= income from commercial activity + income from services rendered to others.

	10. Financial output
	= output of commercial and Islamic banks + output of lending corporations + output of holding companies + output of PMA + output of money exchangers + output of PEX and stock market brokers.

	· Output of commercial and Islamic banks
	= FISIM + commissions + profit from money exchange.

	· Output of lending corporations
	= interests receivable + commissions.

	· Output of holding companies
	= total expenses

	· Output of PMA
	= total expenses

	· Output of money exchangers
	= purchases margin + sale margin + Commissions

	· Output of PEX and stock market brokers
	= commissions

	11. Insurance Output
	

	· Life insurance activities:
	

	Insurance Output
	= premiums earned - claims due + net income from technical reserves - changes in actuarial reserves for life insurance - gains (losses) on acquisition of distributed policyholders.

	· Non-life insurance activities:
	

	Insurance Output
	= premiums earned - claims due + net income from technical reserves.


	12. Operating Surplus
	= value added – compensations of employees – net taxes on production - depreciation






1.2 Classifications
The classifications adopted and used by PCBS in the process of collection and processing of statistical data, according to international standards. They include the International Standard Industrial Classification of All Economic Activities (ISIC-4) issued by the United Nations. In addition to System of National Accounts 2008 (SNA’2008) issued by the United Nations, as well as Balance of Payments and International Investment Position Manual 6th edition (BPM-6).











































Chapter Two

Main Findings

The main findings of the Finance and Insurance Survey for 2017 are as follows: since the results this year included money exchangers activity for the fifth time, the results of this survey are not comparable with previous years[footnoteRef:1] except 2013. It should also be noted that holding companies have been added to the frame of this survey for the third time. [1:  You may refer to the paragraph regarding comparability in data quality chapter page 26.] 


2.1 Number of Enterprises
The survey results show that 51 enterprises were in operation during 2017 in financial intermediation activities excluding money exchangers, of which 34 other financial enterprises (including PMA, commercial and Islamic banks, Lending corporations, and Holding companies), and 9 were stock market brokers, and 8 insurance enterprises, compared to same number of the financial enterprises in 2016.  Furthermore, there were 548 money exchangers enterprises in 2017. (See Table 1).  

2.2 Number of Employees 
There were 11,549 employed persons in the financial intermediation enterprises with an increase of 7.8% compared to 2016, distributed as follows: 10,277 employed persons in other financial enterprises (including PMA, commercial and Islamic banks, other credit institutions, stock market brokers, money exchangers, and holding companies), and 1,272 employed persons in insurance enterprises. (See Table 1). 

2.3 Compensations of Employees
The results indicate that the value of compensations of employees during 2017 in the financial intermediation enterprises was USD 253.2 million, distributed as follows: USD 224.6 million in other financial enterprises (including PMA, commercial and Islamic banks, other credit institutions, stock market brokers, money exchangers, and holding companies), and USD 28.6 million in insurance enterprises. (See Table 1).

2.4 Output
The results indicate that the value of output in the financial intermediation enterprises in 2017 was USD 806.2 million, distributed as follows: USD 677.8 million in other financial enterprises (including PMA, commercial and Islamic banks, other credit institutions, stock market brokers, money exchangers, and holding companies), and USD 128.4 million in insurance enterprises. (See Table 1).

2.5 Intermediate Consumption 
The survey results show that the value of intermediate consumption in the financial intermediation enterprises was USD 215.0 million, distributed as follows: USD 180.3 million in other financial enterprises (including PMA, commercial and Islamic banks, other credit institutions, stock market brokers, money exchangers, and holding companies), and USD 34.7 million in insurance enterprises. (See Table 1).
  
2.6 Value Added
The survey results indicate that the gross value added in the financial intermediation enterprises in 2017 was USD 591.1 million, distributed as follows: USD 497.3 million in other financial enterprises (including PMA, commercial and Islamic banks, other credit institutions, stock market brokers, money exchangers, and holding companies), and USD 93.8 million in insurance enterprises. (See Table 1).

Distribution of Value Added in the Financial Intermediation Enterprises in 
Palestine for year 2017
	



2.7  Net Taxes on Production 
The survey results show that the value of net taxes on production in the financial intermediation enterprises in 2017 was USD 39.2 million, distributed as follows: USD 35.8 million in other financial enterprises (including commercial and Islamic banks, other credit institutions, stock market brokers, money exchangers, and holding companies), and USD 3.4 million in insurance enterprises. (See Table 14).
  
2.8 Gross Fixed Capital Formation
The survey results indicate that the GFCF in the financial intermediation enterprises was USD 96.4 million, distributed as follows: USD 87.6 million in other financial enterprises (including PMA, commercial and Islamic banks, other credit institutions, stock market brokers, money exchangers, and holding companies), and USD 8.8 million in insurance enterprises. (See Table 1).

2.9 Operating Surplus
The survey results indicate that the operating surplus in the financial intermediation enterprises in 2017 was USD 248.4 million, distributed as follows: USD 189.1 million in other financial enterprises (including PMA, commercial and Islamic banks, other credit institutions, stock market brokers, money exchangers, and holding companies), and USD 59.3 million in insurance enterprises.

The survey results indicate that the annual compensations per wage employee were USD 22,686.9, while the productivity per wage employee was USD 72,223.3 for 2017.
 (See Table 18).


Chapter Three

Methodology 

This chapter describes the survey's objectives, questionnaire, frame and sampling, together with field-work operations, and data processing and tabulation.
 
3.1 Survey Objectives
Finance and Insurance survey aims to provide the following indicators:
1. Number of active enterprises by economic activity.
2. Number of employed persons (waged and non-waged) and compensations of waged employees by economic activity.
3. Value of output from main and secondary economic activities by economic activity.
4. Intermediate consumption by economic activity.
5. Value added and its main components by economic activity. 
6. Transfers and other payments by economic activity.
7. Fixed assets and GFCF by economic activity.

These indicators will be used:
1. In compiling National Accounts according to SNA’2008.
2. In economic research and analysis.
3. By decision makers, planners and other interested parties.

3.2 Questionnaire
The questionnaire used in this survey has much in common with other Economic Survey Series questionnaires.  The questionnaire design took into account the major economic variables related to insurance and financial activities to meet the requirements used in compiling Palestinian National Accounts and the updates in the latest international manuals (SNA-2008( and (BPM-6). 

The questionnaire included the following variables:
1. Number of employed persons and the value of their compensations.
2. Value of output from main and secondary activities.
3. Value of financial investments. 
4. Production inputs of goods and services.
5. Transfers and Property income.
6. Taxes on production.
7. Assets and net additions to these assets and the consumption of C.F of these assets during 2017.

3.3 Frame and Sample

3.3.1 Financial Intermediation Activities   
Finance and Insurance survey covered all enterprises engaged in the activities classified under the tabulation category K according to ISIC-4, including money exchangers depending on the  Population, Housing and establishment census 2017. There was full coverage of all enterprises engaged in the relevant activities (except money exchangers), and for money exchangers a sample was selected.

The number of financial intermediation enterprises and insurance enterprises was 51 enterprises in 2017, while the sample size of money exchangers was 123 enterprises. It is worth mentioning that Finance and Insurance Survey, 2017 include money exchangers enterprises for the fourth time since 1997, and holding companies for the second time.

3.3.1.1 Money Exchangers Sample Design 

Target Population 
All non-government enterprises engaged in money exchange activity in the state of Palestine      during 2017.

Sampling Frame 
All money exchanger’s enterprises that have been covered in the Establishments Census 2017.

Sample Design 
The sample of money exchanger’s survey is a one-stage stratified systematic random sample in which enterprises were divided into two groups: the first group is all the enterprises with an  big employment, the second group includes enterprises that are chosen in a systematic random way which it's employment category is small and medium. 

Sample strata 
The population was divided by:
1-  Region (North West Bank, Middle West Bank, South West Bank, Gaza strip) and J1(those parts of Jerusalem which were annexed  by Israel occupation in 1967) was excluded from the sample.
2- Employment size: large (8 employees and more), medium (3-7 employees), small             (1-2 employees). 

Sample size
The estimated sample size was 123 exchange enterprises.

Weights Calculation 
The weight of statistical units (sampling unit) in the sample is defined as the mathematical inverse of the selection probability where the sample of the survey is one-stage stratified systematic random sample. We calculated the weights of enterprises based on the probability of each enterprise (systematic random sample). Weights were adjusted depending on the interview results.

3.4 Field Work Operations

3.4.1 Training and Hiring
· A qualified field work team with a background in economics was selected and trained theoretically and practically on survey’s questionnaire.
· The field work team was examined at the end of the training course and the highest scoring ones were chosen.

3.4.2 Data Collection
Data was collected by trained fieldworkers through personal interviews with the owners of the enterprises. The collected data should be obtained from the financial reports of these enterprises. 


3.4.3 Field Editing and Supervising 
· The field work representative in the project technical committee provided the project management team with daily reports about completeness and response rates.
· Field visits were conducted on a regular basis by the project management team to monitor data collection process in all governorates.

3.5 Data Processing 
To ensure the quality and consistency of data, a number of procedures were implemented:
·  A set of validation rules were applied to data entry program to check the consistency and accuracy of data. 
· The program was tested by entering a number of questionnaires that include incorrect data. The data entry program was checked prior to data collection to ensure that it can be used correctly.
· Well-trained data entry personnel were selected and trained for data entry process.
· Data files received by project management were checked for accuracy and consistency using a prepared Syntax on SPSS.  
· After the process of data entry and data editing, primary tables were prepared. The consistency and accuracy of these tables were checked several times. 


















































































Chapter Four

Data Quality

4.1 Accuracy of Data

4.1.1 Sampling Errors

      For financial intermediation and insurance activities (except money exchangers) the findings of the survey are not affected by sampling errors because it is a comprehensive survey. On the other hand, for money exchanger’s activity the findings of the survey may be affected by sampling errors due to use of a sample. This will increase the chance of variances from the actual values obtained from comprehensive enumeration. The variances of the key indicators in the survey were computed and disseminated on Palestine as a whole for reasons related to sample design and the computation of the variances of the main indicators (number of employed persons, intermediate consumption, output, gross value added, and compensations of employees).

Variance Account for some of the indicators of Palestine, 2017


	Variable
	Estimate Value
	Standard
Error
	CV%
	95% Confidence Interval

	
	Unit
	Value
	
	
	Lower
	Upper

	Number of Employed
Persons
	Number
	11549
	311
	2.7
	10936
	12165

	Intermediate Consumption
	USD 1000
	215024.9
	9222.2
	4.3
	196785.2
	233264.9

	Output
	USD 1000
	806169.7
	31224.5
	3.9
	744413.1
	867926.2

	Gross Value Added
	USD 1000
	591144.8
	25519.1
	4.3
	540672.3
	641616.8

	Compensations of
Employees
	USD 1000
	253,235.2
	8597.7
	3.4
	236230.4
	270239.9



4.1.2 Non-sampling Errors
These types of errors could appear in one or in all of the survey stages. They are related to respondents, field workers, and data entry personnel.  To avoid this type of errors and reduce its impact, a number of procedures were used to enhance the accuracy of data collection and data processing.

4.1.3 Response Rates
Response rates for financial intermediation activities except money exchangers activity:
· Response rate = 96.1%
-   Non- response rate = 3.9%









Response rates for money exchanger’s activity:

	Results of interviews
	Number of cases

	Completed 
	98

	Completely closed before 2017
	1

	Completely closed after or during 2017
	2

	Temporarily closed
	0

	Could not reach the address
	0

	Has not engaged in any activity in 2017
	0

	Different economic activity 
	3

	Refused 
	9

	Branch Keeps No Records
	10

	Different Ownership
	0

	Other 
	0

	 Total
	123



· main sample: 123 enterprise 
· no. of Non-response cases: 19 cases
· no. of Over-coverage cases: 6 cases
· Net sample = 123-6=117
· Response rate = 83.8%
· Non-response rate = 16.2%
· Over-coverage rate = 4.8%

4.2 Comparability of Data
The data published in this report are based on (ISIC-4) of economic activities, whereas published reports before 2011 were based on (ISIC-3) of economic activities. As well as the results this year included money exchangers activity for the fourth time, therefore the results of this survey are not comparable with years before 2013 Additionally, for the second year FISIM was calculated based on the updates of the System of National Accounts 2008, by using the reference price to calculate the purchase margin and sale margin for each currency (USD, NIS, & JD). Therefore, the results of this survey for this indicator are not comparable with years before 2015.

Comparing Main Indicators by year

	Indicators
	Year
(Values in US$ million)

	
	2013
	2014
	2015
	2016
	2017

	Number of employed Persons
	8,343 
	8,991
	10,074
	10,715
	11,549

	Compensations of Employees
	162,795.2
	182,725.1
	206,216.7
	217,920.9
	253,235.2

	Output
	460,650.5
	513,339.1
	672,640.4
	737,602.8
	806,169.7

	Value Added
	353,890.8
	391,502.7
	465,885.0
	502,158.5
	591,144.8



Sales	Compensation of Employees
42.8%
Net Taxes on Production
6.7%
Consumption of Capital Formation
8.5%
Operating Surplus
42.0%

Compensation of Employees	Net Taxes on Production	Depreciation	Operating Surplus	0.47100000000000031	7.3000000000000065E-2	9.4000000000000139E-2	0.36200000000000032	


[16]

