
Annex (1): Concepts and Definitions

	Household:
	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.  

	
	

	Head of Household:
	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.

	
	

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

	
	

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

	
	

	Household Composition:
	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

	
	

	Highest Qualification:
	The highest level of education that person passed

	
	

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

	
	

	Employer:
	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.

	
	

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

	
	

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

	
	

	Occupation:
	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

	
	

	Main Source of Income:
	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

	
	

	Expenditure:
	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.

	
	

	Consumption:
	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.

	
	

	Head Count Index:
	Gives the percentage of the population in poverty. 

	
	

	Poverty Gap Index:
	Gives the percentage by which the average income of the poor is below the poverty line.

	
	

	Poverty Severity Index:
	Gives the mean of the squared consumption deficits


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.

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 ( y2 ( …..( yn , be the expenditures of n households ordered from the smallest to the largest and let z be the poverty line that cuts off q households at the lower end, 

 
y1 ( y2 ( ……( yq < z < yq+1 ( …..yn.
Then, the head count index, H, is simply,




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:




where z, yi, n, q 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 P0,  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 P1 , 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 ( = 2, greater sensitivity is given to the poorest of the poor.  Although P2  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.  P2 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 and exhaustive categories of the population, and let Pj, ( be the poverty rate for group j, then the aggregate measure of poverty, P( is,




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




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  (P0), 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 P2 to a few tables.

� 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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