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2006 =S Addall giLy) hlail Whg Jdl ol 1(1) Jgia
Table (1): Poverty Rates According to Actual Monthly Consumption Patterns of Households 2006

adaal) Jdl) Bad Al 8 gad adl
Deep Poverty Poverty Severity Poverty Gap Poverty

Taalonall Logll Laalonall Lol Laalondll Lol Laalondll Logll

Contribution Value Contribution Value Contribution Value Contribution Value
Palestinian Territory 100.0 18.5 100.0 4.2 100.0 8.3 100.0 30.8 Lihuddl) ) )
West Bank 52.5 13.0 52.0 29 54.6 6.1 58.3 24.0 A all ddall
Gaza Strip 47.5 34.8 48.0 8.0 454 14.8 41.7 50.7 8¢ glhad
Locality Type Sl el £ g
Urban 55.7 18.3 53.8 4.0 54.0 7.9 53.8 29.3 s
Rural 235 15.4 246 3.7 25.6 7.5 273 29.5 “ay
Refugee camp 20.8 25.6 216 6.1 20.4 11.2 18.9 38.6 N
Household Size 3 ) aaa
1 0.2 2.0 0.1 0.2 0.4 2.0 0.8 13.1 1
2-3 8.2 10.5 6.6 1.9 7.3 4.1 7.4 15.7 3-2
4-5 15.9 13.4 12.3 24 14.9 5.6 17.5 24.5 5-4
6-7 249 15.5 24.7 3.5 26.3 7.3 27.9 28.7 7-6
8-9 243 23.9 26.1 5.9 23.6 10.3 22.2 36.2 9-8
10+ 26.4 38.1 30.3 10.0 27.6 17.7 24.2 57.8 +10

29



2006 S Addad) giu) hlad Bhy A8l i 1(&-1) Jyin
Table (1-Cont.): Poverty Rates According to Actual Monthly Consumption Patterns of Households 2006

adaal) adl) Al Bad RAY B sad Jadl)
Deep Poverty Poverty Severity Poverty Gap Poverty
Taalooall Logll Taalondll Lol Taaloall Lol Taalooall Logll
Contribution Value Contribution Value Contribution Value Contribution Value

Number of Children Bl A JuilY) sae
0 11.6 12.5 10.4 2.6 11.2 5.4 11.8 211 0
1-2 19.5 15.1 19.5 34 19.9 6.9 19.3 24.8 2-1
34 214 13.9 19.3 2.9 21.6 6.3 25.3 27.4 4-3
5-6 30.3 25.0 31.6 6.0 30.0 11.1 28.5 39.1 6-5
7-8 10.3 33.9 10.9 8.2 10.5 15.4 10.1 54.9 8-7
9+ 6.9 55.4 8.3 15.1 6.8 244 5.0 66.6 +9
Sex of Head of Household Bl iy i
Male 90.4 18.2 92.6 43 91.2 8.2 91.0 30.3 S
Female 9.6 23.0 7.4 4.0 8.8 9.3 9.0 35.6 il
Refugee Status of Head of HH Bl il g galll Ala
Refugee 44.9 20.9 48.5 5.2 45.8 9.5 431 33.3 =Y
Non-refugee 55.1 17.0 51.5 3.6 54.2 7.5 56.9 29.1 Y e
Labor Force Participation of Head Sardl 3 g B ) oy AS L
of Household

In labor force 75.6 16.6 74.5 3.7 76.7 7.5 80.2 29.3 Aldladl o 8l il
Employed 58.4 14.8 59.0 34 60.3 6.8 64.7 27.2 Jaida
Un-employed 17.2 28.7 15.5 5.9 16.4 12.2 15.5 43.0 Jhaxia
Outside labor force 24.4 28.9 25.5 6.9 23.3 12.3 19.8 38.3 Aldall sl 7 )l
Main source of Income JAAll il jdaall
Agriculture 46 23.1 6.3 7.3 5.1 11.6 42 35.6 el
Other household business 15.1 12.5 13.9 26 16.1 6.0 19.0 26.1 8 g AT gl
Wages and salaries-Public sector 11.5 13.9 10.5 29 11.3 6.1 13.3 26.7 plall g Uil (g il 5 55 sl
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2006 S Addad) giu) hlad Bhy A8l i 1(&-1) Jyin
Table (1-Cont.): Poverty Rates According to Actual Monthly Consumption Patterns of Households 2006

adaal) jadl) R Jadl) 5 gab Al
Deep Poverty Poverty Severity Poverty Gap Poverty

Taalodll el Tealoadll Lol Tealoodll el Tealodl Tl

Contribution Value Contribution Value Contribution Value Contribution Value
Wages and salaries-Private sector 34.0 22.0 35.7 5.3 348 10.1 33.6 36.1 calall g Uil e il 555 sl
Wages and salaries-Israeli sector 6.7 14.8 6.0 3.1 6.1 6.1 6.2 22.6 ey g Uadll e il 555 sl
Transfers\ aid 26.3 31.1 26.2 71 24.8 13.1 21.4 42.0 Glac b [ Gl s
Other sources 1.8 5.7 14 1.0 1.7 24 2.2 114 A e
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2006 <5 gl B oma¥) Jaal Uiy SRR cand 1(2) 2
Table (2): Poverty Rates According to Household Monthly Income, 2006

2Baal) jaal) Al Bad Adl) 5 gad Al
Deep Poverty Poverty Severity Poverty Gap Poverty

Laaliadll Lol Laalosdll Lol Laaloadll Lol Laalusdll Lol

Contribution Value Contribution Value Contribution Value Contribution Value
Palestinian Territory 100.0 441 100.0 16.8 100.0 23.5 100.0 56.8 Aiphaddl) )
West Bank 61.6 36.4 62.1 14.0 62.5 19.7 64.6 491 A all ddal)
Gaza Strip 38.4 66.7 37.9 252 37.5 34.9 35.4 79.3 3 glhd
Locality Type Sl ganl) £ g
Urban 52.6 41.0 511 15.2 52.0 21.6 53.3 53.6 B
Rural 29.0 45.0 30.2 17.9 29.5 245 29.0 58.0 )
Refugee camp 18.5 53.9 18.7 20.9 18.5 28.8 17.6 66.4 RS
Household Size 3 ) paa
1 1.8 43.2 22 19.9 1.9 24.6 1.4 43.2 1
2-3 10.6 32.0 10.1 11.7 10.4 16.7 10.7 41.9 3-2
4-5 17.0 33.9 17.7 13.5 17.6 18.8 18.6 47.9 5-4
6-7 29.3 43.3 28.3 16.0 291 229 30.7 58.4 7-6
8-9 23.3 54.3 24.7 22.0 23.9 29.7 221 66.4 9-8
10+ 18.1 62.1 17.0 22.3 17.2 31.4 16.5 72.6 +10
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2006 <5l 51 Jaa Wby R Gand 1(&5-2) Jsan
Table (2-Cont.): Poverty Rates According to Household Monthly Income, 2006

) adl) R R Al
Deep Poverty Poverty Severity Poverty Gap Poverty
Taaliadl) Lol Laaludll Lol Laalidll Lol Taaliadll Lol
Contribution Value Contribution Value Contribution Value Contribution Value

Number of Children Bl A Uikl aae
0 13.9 35.6 13.5 13.2 13.7 18.8 14.0 46.1 0
1-2 19.4 35.7 19.2 13.5 19.7 19.3 21.0 49.8 2-1
3-4 26.1 404 26.4 15.6 26.5 21.9 27.5 54.8 4-3
5-6 28.7 56.5 28.1 211 27.9 29.3 26.5 67.1 6-5
7-8 8.2 64.4 8.9 26.6 8.4 35.1 7.4 74.5 8-7
9+ 3.6 68.0 3.8 27.6 3.7 37.5 3.6 87.9 +9
Sex of Head of Household Bl iy i
Male 89.9 42.9 89.1 16.3 89.7 22.9 91.1 56.0 S
Female 10.1 57.4 10.9 23.7 10.3 31.2 8.9 65.2 ol
Refugee Status of Head of HH 3 ) G o sall) s
Refugee 457 50.6 454 19.2 45.0 26.6 43.7 62.2 Y
Non-refugee 54.3 39.7 54.6 15.3 55.0 21.5 56.3 53.1 =Y e
Labor Force Participation of Gl 8 983 Byl Gy 4S8 jLiia
Head of Household

In labor force 79.6 41.6 77.5 15.5 79.0 22.0 82.1 55.3 Alalall (s gl JA1
Employed 63.9 38.5 58.9 13.5 61.9 19.9 68.0 52.7 Jaidia
Un-employed 15.7 62.3 18.6 28.2 17.1 36.2 14.1 71.9 Jhaxia
Outside labor force 20.4 57.3 225 24.2 21.0 31.6 17.9 64.8 Alalall (558l £ A
Main source of Income JAAll il jdaall
Agriculture 5.4 65.0 5.8 26.8 5.7 36.2 5.0 77.6 il
Other household business 16.6 32.6 15.2 11.4 16.3 171 18.8 47.7 8 g AT g i
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2006 <5l 51 Jaa Wby R Gand 1(&5-2) Jsan
Table (2-Cont.): Poverty Rates According to Household Monthly Income, 2006

Wages and salaries-Public sector
Wages and salaries-Private sector
Wages and salaries-Israeli sector
Transfers\ aid

Other sources

aBaal) jadl Jadl) Bad Adl 5 gad Al
Deep Poverty Poverty Severity Poverty Gap Poverty

Faalodl el Laaliedll Lol Laalidll Lol Taaliadll Lol
Contribution Value Contribution Value Contribution Value Contribution Value

13.4 38.4 8.5 9.3 10.8 16.5 14.1 52.1

304 46.8 30.2 17.7 30.5 25.0 31.4 62.1

6.5 34.0 5.7 114 5.9 16.6 6.0 40.7

23.5 66.0 29.6 31.8 26.3 394 20.6 74.4

4.2 31.5 5.0 14.3 4.6 18.4 4.1 39.6

plall g Uil (g il 5 55 sl
Calall pUaill e il 555 sl
AR FQIS RN PEPISTN
Cilaelua [ O pas

I J;\ las
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2005-1998 w3 dall igiuy) balaly Uby A8 cuud 1(3) 2
Table (3): Poverty Rates According to Actual Monthly Consumption Patterns of Households 1998- 2005

2005 2004 2001 1998
Al ) sl WA ) Al sl ) sl jaall Sadll
Deep Poverty Poverty Deep Poverty  Poverty  Deep Poverty Poverty Deep Poverty Poverty

Palestinian Territory 18.1 29.5 16.4 25.6 19.5 27.9 12.5 20.3 Lladlil) ol )
West Bank 13.1 223 11.6 19.8 12.0 18.9 8.4 14.5 Ll il
West Bank-North 124 225 11.7 222 15.8 249 9.9 18.3 A oadl ddall Jlad
West Bank-Middle 6.7 11.0 3.7 6.7 3.9 6.7 46 6.9 LAl Al Jau
West Bank-South 214 34.9 20.6 31.2 16.0 25.0 12.2 20.4 A all ddall g
Gaza Strip 27.9 43.7 26.0 37.2 35.4 46.7 21.6 33.0 358 plad
Sex of Head of Household Bl Gy ouda
Male 18.2 29.8 16.5 26.0 19.7 28.3 121 19.8 S
Female 16.2 25.0 15.0 21.0 17.4 23.7 16.8 25.6 i
Labor Force Participation of Jand) 5 98y B ) iy AS jLia
Head of Household

In labor force 16.8 28.4 16.1 25.0 18.9 27.5 11.0 18.6 Alalall 558l Jada
Outside labor force 253 35.5 18.2 28.7 21.8 29.2 194 27.7 Al sl 7 )l
Main source of Income JRall il jdaall
Agriculture 29.7 50.4 25.0 37.5 32.3 13.5 24.7 32.3 acl,)Jl
Other household business 16.1 27.1 14.5 21.9 24.6 115 16.6 24.6 5 m3 (5 AT @i
Wages and salaries-Public sector 10.8 22.9 9.4 16.5 26.1 9.2 18.0 26.1 plall g Uil (g il 5 55 sl
Wages and salaries-Private sector 19.4 32.6 19.4 28.9 28.8 13.4 21.9 28.8 calall g Uil e il 555 sl
Wages and salaries-Israeli sector 13.2 201 11.4 21.8 22.6 9.3 15.9 22.6 (i ) Uil e il 55 sl
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2005-2001 (s ) 5 ) 340 by Y s 1(4) Jsa

Table (4): Poverty Rates According to Household Monthly Income 2001- 2005

2005 2004 2001
Aaall sl Sl dadl il adl Al jaall adl|
Deep Poverty Poverty Deep Poverty Poverty Deep Poverty Poverty

Palestinian Territory 40.2 51.5 44.4 53.7 37.9 45.0 Lidandill ol )
West Bank 34.5 45.7 39.7 48.0 28.8 355 4 ) dadal)
West Bank-North 37.6 51.6 443 54.6 35.8 43.4 A all ddaall Jled
West Bank-Middle 24.7 28.6 23.1 29.6 16.3 20.6 A all ddiall Lo
West Bank-South 41.1 56.5 51.8 59.3 33.6 41.8 dp ol sl g
Gaza Strip 51.6 63.1 53.9 65.0 56.5 64.7 38 plad
Sex of Head of Household Bl Gy i
Male 39.7 51.2 442 53.7 37.6 44.9 8
Female 48.0 56.0 47.0 54.6 40.3 46.3 il
Labor Force Participation of Head of Jandl B g8 Bl oy A8 JLiia
Household

In labor force 38.2 50.0 43.2 52.8 36.8 441 lalall 5 8l Jala
Outside labor force 51.8 60.4 51.1 58.5 421 48.8 Adall s 8 7 )l
Main source of Income JAall il jdaall
Agriculture 48.5 63.0 67.6 77.6 55.6 56.5 el sl
Other household business 36.4 459 40.5 51.4 31.9 38.8 5l 5 AT a lie
Wages and salaries-Public sector 24.8 39.2 21.2 333 26.4 36.6 plall g Uil (ha il 5 55 sl
Wages and salaries-Private sector 50.0 60.6 50.4 59.8 35.0 43.8 oalall g Uil e il 555 ) sl
Wages and salaries-Israeli sector 28.1 40.6 39.1 447 26.3 30.6 oY) gl e il g 55 ol
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Preface

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.

The main objective of this report is to provide baseline data on the main indicators of poverty,
as a part of socio-economic monitoring system. The results of this report could be of a high
importance in establishing a surveillance system of reporting on the socioeconomic
conditions, which could be used as the main device for mapping external interventions, and
targeting special groups or areas for minimizing the impact of ongoing changes in the
political, social, and economic conditions.

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 in
the Palestinian economy.

Based on these arguments, PCBS has decided that a Poverty report should be produced 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.

August, 2007 Luay Shabanah, PhD
President
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1. Poverty in the Palestinian Territory

1.1 Methodology
Poverty statistics reported here 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 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 Palestinian 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.

Since consumption levels better reflect the population's needs, and help to specify the poverty
line in the Palestinian Territory, the monthly consumption level is used rather than the
monthly income. Families that have similar levels of income may have different welfare
levels and vice versa, according to their needs. Moreover, the needs of the families are not
necessarily affected by the monetary income, since other factors (i.e., health insurance) may
affect consumption but not income.

The results are presented for 2006, using available data from the 6™ Palestinian Expenditure
and Consumption Survey (January 15" 2006 and January 14™ 2007).

Given the day-to-day development in the political realities of the Palestinian Situation, both
consumption and income data was used to analyze poverty rates to show the variation that
standards of living witnessed due to the varaiation of income, remittances, loans and social
aids that households depend on

1.2 Poverty Line
The relative poverty line and the absolute poverty line for a six-member household in the
Palestinian Territory in 2006 stood at NIS (New Israeli Shekels) 2,300 (US$ 518) and

NIS 1,837 (US$ 414)? respectively.

(Poverty in Palestine. Poverty Report, 1998. Methodology)
% exchange rate is 4.44
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Relative poverty lines, in NIS, in the Palestinian Territory by household size, 2006

Number of Children

Household

Size 0 1 2 3 4 5 6 7 8 9 10
1 694
2 1287 972
3 1,846 1,547 1,241
4 2385 2,096 1,802 1,502
5 2908 2,627 2,342 2,053 1,758
6 3,421 3,145 2,867 2,585 2,300 2,009
7 3924 3,653 3,380 3,104 2,826 2,543 2,257
8 4,419 4,153 3,884 3,613 3,340 3,063 2,784 2,501
9 4907 4,645 4,380 4,113 3,844 3,573 3,299 3,022 2,742
10 5390 5,130 4,869 4,605 4,340 4,073 3,804 3,532 3,258 2,981
11 5867 5,610 5,352 5,091 4,830 4,566 4,301 4,033 3,764 3,492 3,217

Absolute poverty lines, in NIS,

in the Palestinian Territory by household size, 2006

Number of Children

Household

Size 0 1 2 3 4 5 6 7 8 9 10
1 555
2 1,028 777
3 1,475 1,236 991
4 1905 1,674 1,440 1,200
5 2324 2099 1,871 1,640 1,405
6 2,733 2513 2,291 2,065 1,837 1,605
7 3,135 2919 2,701 2,480 2,257 2,032 1,803
8 3531 3,318 3,103 2,887 2,668 2,447 2,224 1,998
9 3921 3,711 3,499 3,286 3,071 2,854 2,636 2414 2,191
10 4,306 4,099 3,890 3,679 3,468 3,254 3,039 2,822 2,603 2,381
11 4687 4,482 4,276 4,068 3,859 3,648 3,436 3,222 3,007 2,790 2,570
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2. Poverty Profile in the Palestinian Territory

Analyzing the data was based on both expenditure and monthly income patterns for
households to show the variations that standards of living witnessed due to the variation of
income, remittances, loans and social aids that households depend on.

Poverty Distribution by Region

The consumption data indicates that the rate of the total diffusion of poverty among
Palestinian Households in the Palestinian Territory is 30.8% in 2006 of which 24.0% in the
West Bank and 50.7% in Gaza Strip, while the income data indicates that the rate of poverty
among Palestinian Households is 56.8 percent of which 49.1% in the West Bank and 79.3% in
Gaza Strip.

More significant is the fact that the consumption data indicates that 18.5% of the households
in the Palestinian Territory, were suffering from deep poverty in 2006 (13.0% in the West
Bank and 34.8% in Gaza Strip), while income data indicates that 44.1% of the households
were suffering from deep poverty in 2006 (49.1% in the West Bank and 66.7% in Gaza Strip).

Likelihood of being Poor by Region, 2006

Regi Poverty Deep Poverty
egion . :

Consumption Income Consumption Income
West Bank 24.0 49.1 13.0 36.4
Gaza Strip 50.7 79.3 34.8 66.7
Total 30.8 56.8 18.5 44.1

The picture remains essentially the same when other poverty indexes are used to reflect the
depth of poverty. .

Poverty Distribution by Type of Locality (Place of Residence)

Type 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.

Households living in refugee camps aremore likely to be poor than households living
localities categorized as urban or rural. However, living in refugee camps does not directly
lead to poverty. Households living in refugee camps tend to have larger families, higher
dependency ratios and are more likely to be living in Gaza Strip.

Likelihood of being Poor by Locality Type, 2006

: Poverty Deep Poverty
Locality Type Consumption Income Consumption Income
Urban 29.3 53.6 18.3 41.0
Rural 29.5 58.0 154 29.0
Refugee camp 38.6 66.4 25.6 18.5
Total 30.8 56.8 18.5 44.1
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Socio-economic Indicators of the Households

Household Size

As expected, the composition and size of the household affects the likelihood of being poor.
The poverty rate for family households, beginning with 2 persons households, increases more
or less consistently with size. The highest poverty rate was for the largest households with 10
or more members. The lowest rate of poverty was for family households consisting of 2-3
persons. The most disadvantaged households, family households with 10 persons or more, in terms of
poverty are also the most disadvantaged in terms of deep poverty.

Likelihood of being Poor by Household Size, 2006

Household Size . Poverty 'Deep Poverty
Consumption Income Consumption Income

1 131 43.2 20 43.2
2-3 15.7 41.9 10.5 32.0
4-5 245 47.9 134 33.9
6-7 28.7 58.4 155 43.3
8-9 36.2 66.4 23.9 54.3
10+ 57.8 72.6 38.1 62.1
Total 30.8 56.8 18.5 44.1

Number of Children

With only about 17.2% 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 family households. Households with the least incidence
of poverty are those with 1-2 children. The picture remains essentially the same when other
poverty indexes are used to reflect the depth of poverty.

Likelihood of being Poor by Number of Children in the Household, 2006

Number of Poverty Deep Poverty
Childen Consumption Income Consumption Income
0 21.1 46.1 12.5 35.6
1-2 24.8 49.8 15.1 35.7
3-4 27.4 54.8 13.9 40.4
5-6 39.1 67.1 25.0 56.5
7-8 54.9 74.5 33.9 64.4
o+ 66.6 87.9 55.4 68.0
Total 30.8 56.8 18.5 44.1

Sex of Head of Household

The situation of the poor households maintained by women is worse than those maintained by
men. Households maintained by females constitute about 7.8% of Palestinian households in
2006. Yet, they constitute about 9% of the poor. Although this group is one of the highest
recipient of public support and assistance payments in both Gaza and the West Bank, the
picture remains essentially the same when any poverty indexes are used to reflect the depth of
poverty.

[16]



Likelihood of being Poor by Sex of Head of Household, 2006

Sex of Head of Poverty Deep Poverty
Household Consumption Income Consumption Income
Male 30.3 56.0 18.2 42.9
Female 45.6 65.2 23.0 57.4
Total 30.8 56.8 18.5 44.1

Labor Force Participation of Head of household

Although, the participation in the labor force reduces the incidence of poverty, but poverty
among the working population is quite high. The vast majority of the heads of poor
households are labor force participants, with a contribution to national poverty of about 81%
using the head count index.

The conditions of the poor households whose heads are out of the labor forces were
significantly worse than those in the labor force. The same conclusion is reached using the
other poverty indexes.

Labor force participants are of course a hybrid group, consisting of employed and
unemployed persons. Employment is perhaps a more meaningful factor than participation in
the labor force for use in determining poverty status of households. As expected the
households with unemployed heads have higher incidence of poverty than those having
working heads.

Likelihood of being Poor by Labour of Head of Household , 2006

Labour of Head Poverty Deep Poverty

of Household Consumption Income Consumption Income

In Labour Force 29.3 55.3 16.6 41.6
employed 27.2 52.7 14.8 38.5
Un-employed 43.0 71.9 28.7 62.3

Outside Labour 38.3 64.8 28.9 57.3

Total 30.8 56.8 18.5 44.1

Main Source of Income

Main source of income is another spatial dimension by which poverty is expected to vary
everywhere. Hhouseholds who depended on public as main source of income suffered less
from poverty compred with other households. The living condition of the Palestinian
househholds who depended on the Palestinian private sector as main source of income
suffered from poverty more than those who depended on the public sector as main source of
income.

Likelihood of being Poor by Main Source of Household Income, 2006

Main Source of Income .Poverty De_ep Poverty
Consumption Income Consumption Income

Agriculture 35.6 77.6 23.1 65.0
Other household business 26.1 47.7 12.5 32.6
Wages and salaries-Public sector 26.7 52.1 13.9 38.4
Wages and salaries-Private sector 36.1 62.1 22.0 46.8
Wages and salaries-Israeli sector 22.6 40.7 14.8 34.0
Transfer\ aid 42.0 74.4 311 66.0
Other resources 11.4 39.6 5.7 315
Total 30.8 56.8 18.5 44.1
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3. The Impact of the Current Crisis on the Economic Condition of the Palestinian
Households

3.1 The Impact of the Current Crisis on Poverty Rates and Consumption Distribution
The results showed an increase in poverty rates during the current crisis compared with the
eve of the Al-Agsa Intifada. The results indicated that the poverty rates to 30.8% in 2006. the
poverty rate increased with 10.4% since the eve of the Al-Agsa Intifada.

Poverty Rates According to Monthly Consumption Patterns of Households, 1998-2006

Year Poverty rate Deep poverty Poverty gap Poverty Severity
2006 30.8 18.5 8.3 4.2
2005 29.5 18.1 8.0 4.4
2004 25.6 16.4 6.6 3.9
2001 27.9 195 7.6 5.0
1998 20.3 12.5 5.5 3.0

Changes in poverty can be decomposed into changes in average consumption and changes in
the distribution of the consumption across households®. In addition to the decline in average
household consumption, the below table shows the distribution of consumption across
households has changed. The table compares the share of consumption of various groups
between 1998, 2001, 2004, 2005 and 2006. In 2006, the poorest 10 percent (ranked by
household consumption) was consuming 4.2% of the total monthly household consumption,
against 4.1% in 2005, 2.9% in 2004, 4.2% in 2001,and 4.4% in 1998. Similar patterns existed
for other deciles.

The richest appear to have been relatively less affected by the crisis. The rsults indicated that

the richest 10 percent was consuming 20.7% in 2006 against 20.4% in 2005, 27.1% in 2004,
20.6% in2001 and 18.9% in 1998.

Household Total Monthly Consumption Distribution Patterns, 1998-2006

Poorest 10% 20% 30% 40% 50% 60% 70% 80% 90%

2006 10.3 4.4 171 24.8 33.6 42.8 52.7 64.6 79.3
2005 9.9 4.1 16.6 24.7 33.2 42.9 52.9 65.1 79.6
2004 7.2 2.9 12.5 18.9 26.4 35.0 45.2 57.4 72.9
2001 10.2 4.2 17.0 25.0 33.7 43.1 53.8 65.5 79.4
1998 10.7 4.4 17.8 25.8 34.8 44.7 56.0 68.3 81.1

While, the income distribution appaers as follows:

Household Monthly Income Distribution Patterns, 1998-2006

Poorest 10% 20% 30% 40% 50% 60% 70% 80% 90%
2006 2.4 6.3 11.8 18.1 25.9 34.2 44.4 57.6 73.7
2005 2.3 6.6 121 19.2 27.4 37.1 47.9 61.2 76.6
2004 2.2 6.2 115 18.0 254 34.4 455 57.2 73.1
2001 1.3 4.4 9.0 14.6 22.2 30.2 41.0 54.5 71.8
1998 2.7 7.8 13.6 20.6 28.8 38.5 49.4 62.2 77.0

® See the World Bank and PCBS, 2004. Deep Palestinians Poverty in the Midst of Economic Crisis, October 2004.
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3.2 The Adequacy of Emergency Assistance®

Households relying on public and emergency 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 emergancy assistance
regardless of its type relative to those who do not.

3.2.1 The Impact of Emergency Assistance

The consumption data indicate that 30.8% of the households are below the poverty line even
after including the value of the emergency assistance they consumed. When this emergency
assistance is subtracted out, the poverty rates increased to 35.7% (assuming other factors
would remain unchanged in the absence of emergency assistance). On the other hand, the
emergency assistance had served to reduce deep poverty rates from 24.0% to 18.5%. (To
distingwish between these two concepsts, the households with 24.0% poverty rate are called

as “Needy™?)

Poverty rates according to consumption patterns
Poverty after receiving

Poverty rates before

emergency assistance emergency assistance Total
Poor Non-poor

Poor 85.9 141 35.7

Non-poor - 100.0 64.3

Total 30.8 69.2 100.0

Deep poverty rates according to consumption patterns
Poverty after receiving

Poverty rates before

emergency assistance emergency assistance Total
Poor Non-poor

Poor 77.2 22.8 24.0

Non-poor - 100.0 76.0

Total 18.5 81.5 100.0

Trageting poor requires minimizing two types of possible errors. The 1% type of error is
leakage and the 2" type of error is under-coverages. As table shows below, the leakage rate is
56.6%. The under-coverage rate is 28.6%.

The leakage and under-coverage rates

Not needy Needy Total
Do not receive emergency assistance 88.7 11.3 100.0
Receive emergency assistance 56.6 43.4 100.0
Total 76.0 24.0 100.0
Do not receive emergency assistance 70.6 28.6 60.5
Receive emergency assistance 29.4 71.2 395
Total 100.0 100.0 100.0

* The results depend on the consumption data, the figures will be increased if income data is used.

® See: Deep Palestinian Poverty in the Midst of the Economic Crisis. PCBS and the World Bank, October 2004.

® Leakage is defined as the number of non-needy households who receive emergency assistane divided by the total number of
households who receive emergency assistance (error of inclusion. Under-coverage is the proportion of needy households who
do not receive emergency assistance (error of exclusion).
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Annex (1): Concepts and Definitions

Household:

Head of Household:

Adult:

Child:

Household Composition:

Highest Qualification:
Employment Status:

Employer:

Employee:

Unpaid Family Member:

Occupation:

Main Source of Income:

One person or group of two or more persons with or without a
family relationship who live in the same dwelling unit, who
share meals and make joint provisions for food and other
essentials of living.

The person who usually lives with the household and is
recognized as head of household by its other members. Often,
he/she is the main decision-maker and responsible for financial
support and welfare of the household at the time the survey is
conducted.

Person aged 18 years and above (the completed age in years of
the person)

Person aged up to 17 years (the completed age in years of the
person)

Relationships between household members. It could be one of
these: one individual, husband and a wife, husband and a wife or
one of them with unmarried sons or daughters, husband and a
wife or one of them with married and unmarried sons or
daughters with grandchildren, one of the aforementioned
households with other relatives, a group of relatives or un-
relatives who share dwelling and collective living arrangements

The highest level of education that person passed

Include the following: employer, self-employed, unpaid family
worker, government employee, private sector employee,
unemployed, student, housekeeper, retired\too old\ disabled,
other

A person who operates his or her own economic enterprise or
engages independently in a profession or trade, and hires one or
more waged employees.

A person who works for an employer and receives remuneration
in wage, salary, commission, tips piece-rates or pay in kind.

A person who works without pay in an economic enterprise
operated by a related person living in the same household

Refers to the kind of work done during the reference period by
the person employed, or the kind of work done previously if
unemployed, irrespective of the industry or the employment
status of the person

The main source of income for household (agriculture\fishing or
animal breeding, other household business, wages and salaries
from public sector, wages and salaries from private sector,
wages and salaries from Israel, support by UNRWA or Ministry
of Social Affairs, transfers from Palestine, cash remittances from
abroad, pensions\ inheritance, tenancy or land lease, other
sources
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Expenditure:

Consumption:

Head Count Index:
Poverty Gap Index:

Poverty Severity Index:

Includes the following:

1. Cash spent on purchases of goods and services for living
purposes.

2.The value of goods and services payments or part of
payments received from employer.

3.Cash expenditure spent as tax (non-commercial or non-
industrial), gifts, contributions, interests on debts and other
non-consumption items.

Includes the following:
1. Cash spent on purchases of goods and services for living
purposes.

2. The value of goods and services payments or part of
payments received from employer.

3. Own-produced goods and food including consumed
quantities during the recording period.

4. Estimated rent value of the dwelling.
Gives the percentage of the population in poverty.

Gives the percentage by which the average income of the poor is
below the poverty line.

Gives the mean of the squared consumption deficits
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Annex (2): Household Expenditure and Consumption Survey

Introduction

The Palestinian Central Bureau of Statistics (PCBS) has carried out the sixth national

expenditure and Consumption Survey (PECS-VI) through January 2005 and January 2006.

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 in order to specify 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 household level of consumption and cash expenditure which can be used
for poverty mapping and analysing the changes in standard of living over time.

- To provide data on 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 instruments were designed following the UN/ILO recommendations for Household
Budget Surveys practiced in most countries since the WWII. These recommendations follow
the concept of National Accounts (SNA 1993). The main concepts are summarized as
follows:

A self-weighted sample consisting of twelve sub-samples, one for each month.

A survey period of twelve months, accounting for seasonal differences in correct way.

A recording period of one month for each household. Longer participation period for each

household gives less variance.

Data capture by record keeping with the help of the interviewer support them, if needed.

The Questionnaire

The PECS questionnaire consists of two main parts: (1) A household instrument which
includes a control sheet, household roster, housing schedule, and schedule of source of
income and consumer durable goods; and (2) A special diary for recording items purchased
or consumed.

The Sample and the Frame

The target population in this sample survey comprises all private households living in the
West Bank and Gaza Strip, excluding nomads, students and workers houses. The survey
sample consists of about 1280 households.

Data Processing

Both data entry and tabulation were performed using the ACCESS and SPSS software
programs. Data entry was organized into 6 files, corresponding to the main parts of the
questionnaire. A data entry template was designed to reflect an exact image of the
questionnaire, and included various electronic checks, logical checks, range checks,
consistency checks and cross-validation. Manual inspection of results was completed, and any
field-related errors were returned to the source for corrections.
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Annex (3): Poverty Indices

Poverty assessment requires the adoption of an overall aggregate measure of poverty,
summarizing the information on the well being of the poor. As with any statistical measure,
some information will be lost when using the summary. The most commonly used measure of
poverty is the “head count index” which gives the percentage of poor in the population. Let
y1 <y, <.....<Yn be the expenditures of n households ordered from the smallest to the largest
and let z be the poverty line that cuts off g households at the lower end,

ylﬁyzﬁ ...... Syq<Z<yq+1S ..... yn.
Then, the head count index, H, is simply,
H=g/n

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) decomposable
class of poverty measures:

e

where z, yi, n, g 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 is the
proportionate shortfall from the poverty line, and hence the greater is the emphasis on the
poorer households. When « = 0, the above reduces to the “ head count index,” H, or
alternatively Po, in which case there is no concern with the depth of poverty.

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

When «a = 2, greater sensitivity is given to the poorest of the poor. Although P, is not easy to
interpret, its usefulness lies in the ranking of 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. P;is commonly referred to as the “poverty severity index.”

The P, class of poverty measure is decomposable into relevant subgroups. In other words, the
overall poverty level is simply a weighted average of the subgroup poverty levels, where the
weights are the subgroup population shares. Let j = 1,2,3 ... m denotes mutually exclusive

! This refers to how far is the average expenditure from the poverty line. The H measure does not change if the
poor person becomes poorer.
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and exhaustive categories of the population, and let P;, , be the poverty rate for group j, then
the aggregate measure of poverty, P,is,

Pa = z Kij,a
j=1

where K; is the group share of the aggregate. Thus, one could account for the group’s share of
the aggregate poverty level by,

o KiPj, a
b Z KiPj, «
J

which tells where poverty is concentrated. Subgroup consistency is another desirable
property of the P, class measures in that the overall (aggregate) level of poverty changes
whenever poverty changes within some category of the population and remains unchanged
outside that group.

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

- Head count index (Po), which gives the percentage of the population in poverty.

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

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

The first (head count) index is used for the poverty line and the deep poverty line in all of the

tables. For the purpose of this report, we only make use of the poverty gap index with regard
to the poverty line, and restrict the use of P, to a few tables.
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