
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 6th Palestinian Expenditure and Consumption Survey (January 15th 2006 and January 14th 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. 

Relative poverty lines, in NIS, in the Palestinian Territory by household size, 2006

	Household

Size
	Number of Children

	
	0
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10

	1
	694
	
	
	
	
	
	
	
	
	
	

	2
	1,287
	972
	
	
	
	
	
	
	
	
	

	3
	1,846
	1,547
	1,241
	
	
	
	
	
	
	
	

	4
	2,385
	2,096
	1,802
	1,502
	
	
	
	
	
	
	

	5
	2,908
	2,627
	2,342
	2,053
	1,758
	
	
	
	
	
	

	6
	3,421
	3,145
	2,867
	2,585
	2,300
	2,009
	
	
	
	
	

	7
	3,924
	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
	4,907
	4,645
	4,380
	4,113
	3,844
	3,573
	3,299
	3,022
	2,742
	
	

	10
	5,390
	5,130
	4,869
	4,605
	4,340
	4,073
	3,804
	3,532
	3,258
	2,981
	

	11
	5,867
	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

	Household

Size
	Number of Children

	
	0
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10

	1
	555
	
	
	
	
	
	
	
	
	
	

	2
	1,028
	777
	
	
	
	
	
	
	
	
	

	3
	1,475
	1,236
	991
	
	
	
	
	
	
	
	

	4
	1,905
	1,674
	1,440
	1,200
	
	
	
	
	
	
	

	5
	2,324
	2,099
	1,871
	1,640
	1,405
	
	
	
	
	
	

	6
	2,733
	2,513
	2,291
	2,065
	1,837
	1,605
	
	
	
	
	

	7
	3,135
	2,919
	2,701
	2,480
	2,257
	2,032
	1,803
	
	
	
	

	8
	3,531
	3,318
	3,103
	2,887
	2,668
	2,447
	2,224
	1,998
	
	
	

	9
	3,921
	3,711
	3,499
	3,286
	3,071
	2,854
	2,636
	2,414
	2,191
	
	

	10
	4,306
	4,099
	3,890
	3,679
	3,468
	3,254
	3,039
	2,822
	2,603
	2,381
	

	11
	4,687
	4,482
	4,276
	4,068
	3,859
	3,648
	3,436
	3,222
	3,007
	2,790
	2,570


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 

	Region
	Poverty
	Deep Poverty

	
	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 
	Locality Type
	Poverty
	Deep Poverty

	
	Consumption
	Income
	Consumption
	Income

	Urban
	29.3
	53.6
	18.3
	41.0

	Rural 
	29.5
	58.0
	15.4
	29.0

	Refugee camp
	38.6
	66.4
	25.6
	18.5

	Total
	30.8
	56.8
	18.5
	44.1


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
	13.1
	43.2
	2.0
	43.2

	2-3
	15.7
	41.9
	10.5
	32.0

	4-5
	24.5
	47.9
	13.4
	33.9

	6-7
	28.7
	58.4
	15.5
	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 Childen
	Poverty
	Deep Poverty

	
	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

	9+
	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.

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

	
	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 of Household
	Poverty
	Deep Poverty

	
	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
	Deep 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
	31.1
	66.0

	Other resources
	11.4
	39.6
	5.7
	31.5

	Total
	30.8
	56.8
	18.5
	44.1


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-Aqsa 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-Aqsa 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
	19.5
	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
	17.1
	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
	12.1
	19.2
	27.4
	37.1
	47.9
	61.2
	76.6

	2004
	2.2
	6.2
	11.5
	18.0
	25.4
	34.4
	45.5
	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


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 rates before emergency assistance
	Poverty after receiving 

emergency assistance
	Total

	
	Poor
	Non-poor
	

	Poor
	85.9
	14.1
	35.7

	Non-poor
	-
	100.0
	64.3

	Total
	30.8
	69.2
	100.0


Deep poverty rates according to consumption patterns

	Poverty rates before emergency assistance
	Poverty after receiving 

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 1st type of error is leakage and the 2nd type of error is under-coverage
. 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
	39.5

	Total
	100.0
	100.0
	100.0








� (Poverty in Palestine. Poverty Report, 1998. Methodology) 


� exchange rate is 4.44


� See the World Bank and PCBS, 2004. Deep Palestinians Poverty in the Midst of Economic Crisis, October 2004.


� 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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