PCBS: Finance and Insurance Survey, 2014


Chapter One

Main Findings

The main findings of the Finance and Insurance Survey for 2014 are as follows, since the results included money exchangers activity for the first time since 1997, therefore the results of this survey are not comparable with previous years[footnoteRef:1].   [1:  You may refer to the first paragraph regarding comparability in methodology chapter page 19.] 


1.1 Number of Enterprises
The survey results show that 45 enterprises were in operation during 2014 in financial intermediation activities exclude money exchangers enterprises, of which 36 were financial enterprises, 9 were insurance enterprises, compared with 46 enterprises in 2013 which excluded money exchangers enterprises.  And 471 money exchangers enterprises in 2014.  

1.2 Number of Employees 
There were 8,991 employed persons in the financial intermediation enterprises increased by 7.8% compared with 2013 (which was 8,343 employed persons), distributed as follows: 7,844 employed persons in financial enterprises, 1,147 employed persons in insurance enterprises. 

1.3 Compensations of Employees
The results indicate that the value of compensations to employees during 2014 in the financial intermediation enterprises was USD 182.7 million, distributed as follows: USD 161.2 million in financial enterprises, USD 21.5 million in insurance enterprises. 

1.4 Output
The results indicate that the value of output in the financial intermediation enterprises was USD 513.3 million, distributed as follows: USD 448.1 million in financial enterprises, USD 65.2 million in insurance enterprises. 

1.5 Intermediate Consumption 
The survey results show that the value of intermediate consumption in the financial intermediation enterprises was USD 121.8 million, distributed as follows: USD 99.3 million in financial enterprises, USD 22.5 million in insurance.
  
1.6 Value Added
The survey results indicate that the gross value added in the financial intermediation enterprises was USD 391.5 million, distributed as follows: USD 348.8 million in financial enterprises, USD 42.7 million in insurance enterprises.











Distribution of Value Added in the Financial Intermediation Enterprises in Palestine  for year 2014
	




1.7 Operation Surplus
The survey results indicate that the operating surplus in the financial intermediation enterprises was USD 133.6 million, distributed as follows: USD 119.1 million in financial enterprises, USD 14.5 million in insurance enterprises.

[bookmark: OLE_LINK2]The survey results indicate that the annual compensations per paid employee USD 21,220.0, while the productivity per paid employee USD 59,614..3




 



















Chapter Two

Methodology and Data Quality

This chapter describes the questionnaire of the economic surveys series, coverage and sampling and the implementation stage, and the accuracy of the data with respect to sampling errors and non-sampling errors in all of the survey stages involving data collection and data entry.
 
2.1 Questionnaire
The questionnaire used in this survey has much in common with the other questionnaires in the economic surveys series.  In designing the questionnaire, it was taken into account that it should comprise the major economic variables pertaining to insurance and financial activities and should meet the requirements and updates for compiling Palestinian National Accounts according to the latest international manuals (SNA 2008 and BPM6). 

The questionnaire included these variables:
1. The persons engaged in enterprise and compensation of these employees.
2. Value of output from main activity and secondary activity.
3. Value of financial investment. 
4. Production inputs of goods and services.
5. Payments and transfers.
6. Taxes on production.
7. Assets and net additions on those assets and depreciation.

2.2 Coverage and Sampling

2.2.1 Coverage
The survey covered all enterprises engaged in the activities classified under the tabulation category K according to ISIC-4, including money exchangers. There was full coverage of all enterprises engaged in the relevant activities, and use sample for money exchangers enterprises.
The number of financial intermediation enterprises and insurance enterprises was 45 enterprises, and sample size of money exchangers was 121 enterprises. it's worth mentioning that survey for 2014 include money exchangers enterprises for the second time since 1997.

2.2.2 Exchangers activity 

2.2.2.1 Target Population 
All nongovernment enterprises engaged in the exchange activities in state of Palestine      during 2014.

2.2.2.2 Sampling Frame 
A list of all exchangers enterprise that have been censused in the census of the enterprises      in 2012.

2.2.2.3 Sample size 
The estimated sample size is 121 enterprises.

The sampling of money exchangers survey is a single-stage stratified random-systematic sample in which enterprises were divided into two group: the first group is overall enterprises that have size of employees were 8 employees and more, the second group is enterprises chosen in a systematic random way that enterprises have employees size of (1-7) employees. 

2.2.2.4 Sample strata 
The population was divided by:
1- region (west bank, gaza strip) and J1 was excluded from the sample.
2- Employment size level :large (8 employees and more), medium (3-7 employees), small (1-2 employees). 

2.2.2.5 Weights Calculation 
The weight of statistical units (sampling unit) in the sample is defined as the mathematical inverse of the selection probability, then we adjust the  weights to compensate for the non-response cases during the data collection process.

2.3 Field Work Operations
This phase included field work operations, data processing and tabulation: 
· Preparation stage: This included development of the questionnaire, a manual, dummy tables, a work plan, a time-table, and editing and coding rules.
· Implementation stage: These took place following the recruitment and training of 
    qualified interviewers responsible for data collection in the field. 

  2.4Data Processing and Tabulation
 This included:
-  Developing a data entry program and training of data entry clerks.
-  Organizing data entry processes.
-  Post-data entry editing.
-  Tabulation.

2.5 Accuracy of the Data

2.5.1 sampling Errors

Financial intermediation activity and insurance activity: 
The findings of the survey were not affected by sampling errors due to covering all of the census in the survey. 

Money exchangers activity:  
The findings of the survey may be affected by sampling errors due to use sampling in conducting the survey for units of the target population . this increase the chance of variances occurring from the actual values obtained from comprehensive enumeration. The variance of the key items in the survey was computed and dissemination was carried out on Palestine as a whole for reasons related to sample design and computation of the variance of the different indicators.



Variance Account for some of the indicators of Palestine, 2014

	Variable
	Estimate Value
	Standard
Error
	CV
	95%Confidence Interval

	
	Unit
	Value
	
	
	Lower
	Upper

	Number of Employed
Persons
	Number
	1118
	55.1
	4.9
	1009
	1227

	Intermediate Consumption
	USD 1000
	4210.7
	379.7
	9.0
	3456.4
	4965.0

	Output
	USD 1000
	15858.2
	1401.9
	8.8
	13073.8
	18642.6

	Gross Value Added
	USD 1000
	11647.5
	1269.7
	10.9
	9125.6
	12659.7

	Compensations of
Employees
	USD 1000
	4569.6
	531.5
	11.6
	3514
	5625.2



2.5.2 Non-sampling Errors
These types of error could appear in one or in all of the survey stages that include data collection and data entry.

Response rate for financial intermediation activity and insurance activity:
· Response rate = 100%
-   Non- response rate = 0%
· Over-coverage error rate = 0%

Response rate for money exchangers activity:
main sample: 121 enterprise 
· of Non-response cases : 15 case
· of Over-coverage cases : 8 cases
· Net sample =121 – 8 =113
· Response rate = 86.7%
· Non-response rate = 13.3%
Response errors: This type of error is related to respondents, field workers, and data entry personnel.  To avoid mistakes and reduce their impact, a series of steps were established to enhance the accuracy of the data through the process of data collection from the field and data processing.

2.6 Comparability
Published data in this report are based on ISIC-4 of economic activities, whereas published reports before 2011 were based on ISIC-3 of economic activities. FISIM was calculated based on the updates of System of National Accounts 2008, dividends and income from participating enterprises has been neutralized from production and considered as property income, which led to lower production and higher intermediate consumption by the new methodology, therefore low value added. therefore the mentioned items for 2014 are not comparable with previous years.

2.7 Data Quality Control

2.7.1 Field Work
· Data were obtained from the accounts of the financial enterprises. The field work team provided the project management with daily progress reports about completeness and response rates.
· The main field work team was selected based on skills acquired from the training course: one worker in the north of the West Bank, one in the south, and the third in the middle of the West Bank. The project manager also collected data in Ramallah and Al- Bireh governorates.

2.7.2 Data Processing
To ensure the quality and consistency of data, a series of measures were implemented to enhance the accuracy of data as follows:
· Creation of a data entry program prior to the collection of data to ensure this would be ready.
·  A set of validation rules were applied to the program to check the consistency of data.
· The efficiency of the program was pre-tested by entering a few questionnaires, including incorrect information, and checking its efficiency in capturing the incorrect information.
· Well-trained data personnel were selected and trained for the main data entry.
· Weekly data files were received by project management to be checked for accuracy and consistency: correction notes were provided to data entry management for implementation.

2.8 Notes on Data
1. No financial enterprises were in those parts of Jerusalem Governorate which were annexed by Israel in 1967. 
2. Tables of data related to the Palestine Monetary Authority, commercial banks and Islamic banks are integrated to maintain the confidentiality of individual data for some of these enterprises.
3. The important change happening in the activity of financial intermediation is the introduction of money exchangers sector after the survey carried out in 1996 and this led to a marked increase in the number of employees and the number of enterprises in the financial intermediation sector because of this new sector.
4. FISIM was calculated based on the updates of System of National Accounts 2008, dividends and income from participating enterprises has been neutralized from production and considered as property income.


· Exchange rates
The exchange rates adopted in the survey for 2014 were:
        USD / NIS = 3.5770
              USD / JD   = 0.7090



















Chapter Three

Concepts and Definitions

PCBS has been following the latest recommendations of international financial statistics, as well as international regulations proposed by the United Nations and the International Monetary Fund for the preparation of national accounts and balance of payments. The main definitions of terms used in the survey include:

Statistical 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.

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.

This means that production = value of production from main activity + value of production of secondary activities.

The  production of the main activity in financial intermediation activities according to the system of national accounts (SNA 2008) is as follows:

A. Financial activities:

• Monetary Authority, commercial banks, specialized credit enterprises:
The main activity of production = FISIM + commissions receivable (payable) + profit exchange. 
FISIM= receivable  interests – payable interests.

• Islamic banks:
The main activity of production = FISIM + commissions receivable (payable) + profit exchange.
FISIM in Islamic banks = Total Revenue Investment of Islamic Bank - deposit Profit on Sharing Account

• Money Exchangers:
The main activity of production = commissions received + profit exchange

• Palestine Exchange and securities firms:
The main activity of production = income property arrested + commissions received (creditor).
It consists of the arrested property income dividends and income from contributing to facilities and other enterprises, in addition to the net land rents.

B. Insurance activities:

• Life insurance activities:
Production of the main activity = premiums earned - claims due + net income from the investment of insurance technical reserves - changes in technical reserves for life insurance - gains (losses) on acquisition of distributed policyholders.

• Non-life insurance activities:
Production of the main activity = earned premiums - claims due + net income from the investment of insurance technical reserves.
The production of secondary activity in financial intermediation, which consists of:
Revenue from commercial activity + income for services rendered to others.

A. Income from business activity:
This relates to the income statements of the goods to the business activity without introducing any secondary manufacturing processes (excluding the fragmentation of the goods or packaging that is not industrialized), not including production inputs sold to buy the same which are recorded within the production requirements. The amount of revenue from commercial activity, including so-called margin trading, which is the gross profit resulting from the trade is calculated by the following equation:
Commercial margin = sales + stocks last year - (purchases + stock beginning of the year + damaged or missing stock).

  B. Income for 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.

Intermediate Consumption:
Consists of the value of the goods and services consumed as inputs by 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 generated value of 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. 

Compensations of Employees:
Indicator measures the total value of cash and kind wages in enterprises, including social
security contributions, which is paid to any employee for work performed.

Taxes on Product:
These are taxes that are compulsory cash or in kind payments payable by producers to the general government. it consist of taxes on products 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.

Depreciation:
It is the decline, during the course of the accounting period, in the historical 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:
Value added minus (compensations of employees plus net taxes on production minus subsidies and custom fees plus 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.

Economic Activity:
Referring 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, rev4) and that contribute by the large proportion of the value added, whenever more than one activity exist in the enterprise.

FISIM: 
It's 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 represent charges.

Portfolio Investment:
 It includes two kinds of investment: financial assets (Shares, Bonds, Treasury Bonds, Other financial investment) and Real assets (Real state, Land, Expensive mineral).

Calculation of Statistical Indicators:

	1. Compensations per paid employee
	= Compensations of Employees

	
	    Paid Employees

	
	

	2. Output per paid employee
	= Output

	
	   Paid Employees

	
	

	3. Value added per  paid employee
	= Value Added

	
	    Paid Employees


	4. Value added to output
	= Value Added   100

	
	    Output

	
	

	5. Compensations to value added
	= Compensations of Employees  100

	
	    Value Added

	
	

	6. Depreciation to output
	= Annual Depreciation  100

	
	    Output






	



Column1	Compensation of      Employees       46.7%
Taxes on Production     10.7%
Annual Depreciation    8.5%

Compensation of Employees	Taxes on Production	Annual Depreciation	Operating Surplus	0.46700000000000008	0.10700000000000012	8.5000000000000048E-2	0.34100000000000041	

[23]

