Chapter One

Introduction

The Foreign Trade Statistics with its three major indicators (imports, exports and trade balance) are considered vital requirements for the National Accounts and Balance of Payments. For these reasons, 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 from international institutions and civil society institutions, 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 according to 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: The introductory chapter which includes the introduction and aims of foreign trade statistics, and the report structure.

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

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

Chapter Four: 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: 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 for Remaining West Bank and Gaza Strip.

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 the 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, the 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 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 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:

Whole commodities (goods) that entered the country by air, land and sea that are used in consumption, convertibility through 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. 

Trade Balance:

The difference between Exports and Imports

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 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 chapter presents data on foreign trade activities and summarizes the main results for the year 2007. 
3.1 Imports and Exports of Goods by Year

The data indicate that imports increased by 13.9% in 2007, and exports increased by 39.9% in the same year compared with 2006, while the net trade balance increased in 2007 and reached US$ 2,628.3 million compared with US$ 2,392.0 million in 2006. The reduction in Palestinian foreign trade is reflective of an increase in imports due to the recovery of some economic sectors in 2007 compared with 2006.  

Figure 1: Distribution of Imports, Exports and Net Trade Balance for Remaining West Bank and Gaza Strip,  1995 - 2007
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3.2 Imports by Entry Passage in 2007

The results indicate that the major amount of imports in 2007 entered the Remaining West Bank via “undefined” centers which deal with commodities from Israel to the Remaining West Bank. The imports via the “undefined” center was 73.3% of total imports with an increase of 19.2% compared with 2006. Imports through Al-Muntar passage to Gaza Strip was 9.2%, a decrease of 21.2% compared with 2006. Imports from Al-Shaja’eya passage was 7.8% of imports, an increase of 4.5%. Imports through networks and pipelines increased by 41.4% compared with 2006.

Figure 2: Distribution of Imports for Remaining West Bank and Gaza Strip by Entry Passage in 2007
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  *Including Water and Electricity only 

 **Including Trade Transactions between Remaining West Bank and Israel
3.3 Exports by Exit Passage in 2007

The results indicate an increase in the exports of commodities abroad in 2007 through Damyah passage of 6.3%, an amount representing 8.3% of total exports. While a decrease was indicated through Al-Muntar passage of 34.3% compared with 2006. The exports from the Remaining West Bank through “undefined” passage represents 87.4% of total exports of commodities, an increase of 53.1% compared with 2006.

Figure 3: Distribution of Exports for Remaining West Bank and Gaza Strip by 

Exit Passage in 2007
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              **Including Trade Transactions between Remaining West Bank and Israel  

Chapter Four

Methodology

The main target in 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 Operations

As 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 processing. 

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 files distributed then by sections, chapters and main groups of H.S in addition to H.S 6 digit tables.

. 

Besides the VAT vouchers and the Customs declarations data, which are the main sources, there are other types of data sources 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 H.S and correspondence tables 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

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 Errors

Errors 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 with 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 the 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 of attribution, monthly or annual schedule. Therefore, we find there is a difference between data issued by the PCBS 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 a difference with the data. 
5.3 Technical Comments

Statistical figures of Palestinian external trade issued by the PCBS in this bulletin is to monitor the movement of 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, and 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 estimates and official documents.

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

5. Imports and exports of goods do 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 was 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 2007 might be changed in the coming report for 2008.

12. Financial data was collected by NIS, US $ and JD, but it was converted and published in US $.

  Exchange rates:

   US $ / NIS = 4.1139

   US $ /  JD  = 0.7078

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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