PCBS: National Accounts at Current and Constant Prices (2010, 2011)
Chapter One

Main Findings

1.1 Basic National Accounts
The final findings of the national accounts at current and constant prices for 2011 show a general growth in the value of Gross Domestic Product, GNI and GNDI.  GDP in the Palestinian Territory at constant prices was USD 6,421.4 million during 2011 reflecting an increase of 12.2% compared to 2010. GDP per capita was USD 1,635.2 during 2011 with an increase of 8.9% compared to the previous year. 

A: Percentage Contribution to GDP for 2010 and 2011

The Palestinian economy is service-oriented and services contributed 18.7% to GDP in 2011 (which according to ISIC- rev4 includes the following activities: real estate, professional, scientific and technical activities, accommodation and food service activities, education, human health and social work activities, arts, entertainment and recreation and other service activities). Wholesale and retail trade, repair of motor vehicles and motorcycles contributed 14.1%, while construction contributed 14.0%.  Public administration and defense activity contributed 12.5%, while industrial activities, which include mining, manufacturing, electricity, gas, steam and air conditioning supply, water supply, sewerage, waste management and remediation activities, contributed 12.0% of GDP. Transportation and storage activities formed the lowest contribution of 1.9%.

Percentage contribution to GDP by region and economic activity for 2010 and 2011 at constant prices: 2004 is the base year

	Economic Activity
	Palestinian Territory
	West Bank
	
Gaza Strip


	
	2010
	2011
	2010
	2011
	2010
	2011

	Agriculture and fishing
	5.0
	5.9
	4.5
	5.1
	6.6
	8.3

	Mining, manufacturing, electricity and water
	12.0
	12.0
	13.3
	13.2
	7.8
	8.7

	Construction
	9.4
	14.0
	9.7
	11.8
	8.5
	20.1

	Wholesale and retail trade
	14.9
	14.1
	15.3
	14.6
	13.7
	12.6

	Transport and storage 
	1.8
	1.9
	2.1
	2.3
	0.8
	0.8

	Financial intermediation
	3.5
	3.3
	4.2
	3.9
	1.6
	1.4

	Information and communication
	7.1
	6.9
	9.4
	9.1
	0.3
	0.3

	services
	19.8
	18.7
	16.5
	16.5
	29.9
	25.0

	Public administration and defense
	13.0
	12.5
	8.4
	9.2
	27.1
	21.9

	Other *
	13.5
	10.7
	16.6
	14.3
	3.7
	0.9

	Total
	100
	100
	100
	100
	100
	100


Notes:  (*): Includes households with employed persons, FISIM, customs duties and VAT on net imports.







Gross domestic product in the Palestinian Territory for 2005- 2011 at current and constant prices (USD million)
	



B: Per Capita Indicators 

1.  At Current Prices:
GDP, GNI and GNDI per capita in the Palestinian Territory for 2010 and 2011 at current prices (USD) were:
 
    Value in USD
	Indicator
	2010
	2011

	GDP Per Capita 
	2,185.9
	2,489.2

	GNI Per Capita
	2,343.1    
	2,669.7

	GNDI Per Capita
	2,865.5
	2,987.0




2.  At Constant Prices:
GDP, GNI and GNDI per capita in the Palestinian Territory for 2010 and 2011 at constant prices (USD) were:

    Value In USD
	Indicator
	2010
	2011

	GDP Per Capita 
	1,502.1
	1,635.2

	GNI Per Capita
	1,597.8
	1,734.8

	GNDI Per Capita
	1,936.1
	1,927.3



C: GDP by Expenditure 
The main findings for 2011 indicate that final consumption in the Palestinian Territory at constant prices was USD 7,749.5 million, an increase of 14.0% compared to the previous year. Household final consumption contributed the highest percentage of 73.7% during 2011, reflecting an increase of 9.8% compared to 2010.

Gross capital formation decreased by 2.2% in 2011 compared to 2010 to USD 1,066.8  million. The trade balance recorded a deficit during this period of USD 2,394.9 million, which was an increase of 10.7% compared to 2010.

Components of GDP by expenditure in the Palestinian Territory for 2005-2011 at constant prices (USD million): 2004 is the base year
	



1.2 Institutional National Accounts 
The findings of 2011 at current prices show that non-financial enterprises provided the highest contribution to GDP, followed by the household sector. Financial enterprises provided the lowest contribution in 2011 at current prices, as the table below illustrates: 

Gross domestic product in Palestinian Territory by institutional sector for 2010 and 2011 at current and constant prices: 2004 is the base year

    (Value In USD Million)
	Sector
	Current Prices 
	Constant Prices 

	
	2010
	2011
	2010
	2011

	Household sector
	2,859.6
	2,835.9
	2,075.6
	1,994.3

	NPISH sector
	457.7
	623.1
	303.4
	339.5

	Government sector
	1,832.6
	2,299.7
	1,126.4
	1,376.8

	Financial enterprises sector
	357.1
	387.7
	234.4
	237.6

	Non- financial enterprises sector
	2,823.6
	3,628.9
	1,984.6
	2,473.1


 Includes adjustment  items (FISIM, customs duties, VAT on imports, net).










Chapter Two

Methodology and Data Quality

This chapter presents the methodologies adopted for compiling national accounts at current and constant prices based on available price deflators, in addition to the methodology for compiling institutional national accounts at current prices.

2.1 Basic National Accounts

2.1.1 National Accounts at Current Prices

The main basis for the revision process
The process of preparing this report covered many phases which were required for thorough coverage of national accounts for the period 2010 -2011 based on the following considerations:
· Dependency on the latest administrative records available, primarily from the government and UNRWA.
· Unifying the methodologies of the various data sources based on the most recent, such as the methodology for estimating government production, imputed rent and gross capital formation. The use of the latest methodology contributes to improving data quality.
· Improving the consistency of data by checking the data framework, such as the  proportion of inputs to outputs, value added per employee, the logic of growth rates for both the output and value added, in addition to the regional distribution of data.
· Balancing GDP from both production and expenditure at current prices.
· Verification of data at current prices after compiling data at constant prices based on a general overview of the performance of the economy.

2.1.2 National Accounts at Constant Prices
The methodology for compiling the national accounts at constant prices was based on a set of price indices and deflators. PCBS compiles three types of indices (consumer price index, producer and wholesale price index) based on 2004 as the base year for the CPI and 2007 as the base year for the producer and wholesale price index.

PCBS adopted a double – deflation method of deflating the main transactions. Also, within the compilation of the national accounts 2010-2011, an updated methodology was used in line with international recommendations to adopt the ISIC-rev4 classification. The new methodology takes into consideration the diversity in prices between the West Bank and Gaza Strip since it recommends compiling separate indices for both the West Bank and Gaza Strip and therefore separate deflators, taking into account the usefulness of adopting the SUT 2004 format. 








2.2 Institutional National Accounts
The methodology for compiling institutional national accounts is based primarily on the annual national accounts. Therefore, the results of this report for institutional accounts depends on the annual national accounts for 2010-2011 for the institutional distribution of institutions and is based on the recommendations of SNA-93.

Two approaches were used to compile institutional national accounts based on sources of data and their particularity.

First Approach:
Agriculture and Fishing: 		     Classified as Household sector.
Financial Intermediation: 		     Financial Institutions Sector.
Public Administration and Defence:       Government Sector.
Household Services: 			     Household Sector.

Second Approach:
It consists of all activities where data are collected from the economic surveys and these data were classified by institutional sectors based on the legal entities. A percentage contribution of each sector was used as a basis for distributing the data for each sector.


2.3 Data Quality
SNA-1993 was adopted as a reference for the preparation of the national accounts since the establishment of the Palestinian Central Bureau of Statistics. Therefore, the preparation of Palestinian national accounts did not undergo a transitional process from the SNA-1968.  SNA-1993 is the latest basic and internationally agreed standard for preparing accounts that are interrelated and consistent for macroeconomic analysis. It provides a set of concepts, definitions and classifications in the context of integrated accounting purposes designed to provide data necessary for decision-taking, policy-making and economic analysis.

2.3.1 Data Coverage
Several procedures were adopted to ensure data quality and coverage in national accounts data, as summarized in the following:
- Compilation of economic surveys covering all activities except agriculture.
- Compilation of economic surveys covering the informal sector in construction and transport activities.
- Use of the Population, Housing and Establishments Census 2007 to prepare the per capita data.
- Compilation of the necessary price deflators to prepare constant prices data.
- The results of economic surveys, based on the Population, Housing and Establishments Census 2007, which has high coverage of national accounts indicators used in the economic surveys series.
- Improved data coverage for government data, especially relating to customs duties and VAT on an accrual basis.
- Ensuring the consistency of data after updating from different sources and comparing the data structure (percentage of inputs to outputs, percentage of employee compensation to the value added, the logic for the growth rates in production and value added).
- Use of adjustments of supply and use tables for 1997-1998 to compare data consistency.


2.3.2 Data Reliability
The compilation of national accounts relies on a system of data sources (surveys and administrative records) that have a high degree of reliability. In addition, the process of compilation is based on a computerized system that minimizes human errors by applying relevant checks.

The reliability of data from the economic surveys was checked to ensure consistency since accuracy is dependent on the information submitted by the owners of establishments. 

	


Chapter Three

Concepts and Definitions

Glossary of Terms According to the System of National Accounts (SNA) 1993

1. General Terms

Institutional Sector: 
The institutional sector is a group of resident institutional units with similar legal entity and type of activity and constitute the economy. There are five institutional sectors in the system of national accounts: government; non-profit institutions serving households; financial corporations; households; and non-financial corporations, in addition to the rest of world sector that has a separate account.

Financial Corporations sector: This sector consists of all resident corporations or quasi-corporations principally engaged in financial intermediations or in auxiliary financial activities closely related to financial intermediation, such as banks and exchangers who have separate financial records for their activities.

Non-Financial Corporations sector: This sector includes all other institutional units that are principally engaged in the production of market goods and services. Producers in this sector are distinguished from the family sector by keeping a complete set of accounts. A large portion of the value added in the rest of activities is contributed by this sector.

Government sector: The general government sector consists mainly of central, state and local government units together with social security funds imposed and controlled by those units. In addition, it includes NPIs engaged in non-market production that are controlled and mainly financed by government units or social security funds.[footnoteRef:1] [1:  Many countries produce education, health, social, and public services data under this title in accordance with the System of National Accounts. ] 


Non-Profit Institutions Serving Households (NPISHs): Defined as non-profit resident institutions which do not generate income or profit for the entities that own them. They may be divided into three groups: those serving businesses (e.g. a chamber of commerce which is grouped in the non-financial corporation sector); those which form part of the government sector (e.g. a government-owned hospital); and non-profit institutions serving households. The latter consist mainly of trade unions, professional unions, churches, charities and privately financed aid organizations.

Household sector: A household is defined as a group of persons who share the same living accommodation, who pool some, or all, of their income and wealth and who consume certain types of goods and services collectively, mainly housing and food.  Households are mainly consumers, but they may also be producers.  All economic activity taking place within the production boundary and not performed by an entity maintaining a complete set of accounts is considered to be undertaken in the household sector.

Residence:
Is defined in economic, and not legal terms.  The main criterion to determine residence of an entity is centre of economic interest.  Persons are considered residents of the country where they live for at least one year.  Exceptions to this rule are embassy staff (but for locally employed people who are residents of the country where they live), patients who are treated abroad and students who live abroad even when their stay exceeds one year..   

The rule excludes students, sick people, foreign diplomats and international organizations other than the country’s residents, where such institutions exist. Individuals in the three groups defined above are considered as non-residents in the economy and residents in their own country regardless of the length of their stay. 

Establishments are always considered as residents in the country where they operate. This is in line with the residency concept defined as the center of economic activity. 

The only exception concerns establishments that operate movable equipment, such as fishermen who stay in the regional water of a certain country for a limited period in time.

Companies that hold limited contracts are also excluded since their stay is only for the period of the contract with no intention to extend their stay once the project is over. These companies are considered residents in the economy of the country as long as they do not keep independent accounts of their overseas activities. Otherwise, they are considered as residents in the country where they keep independent accounts of their activities, pay taxes and possess permission to operate.
         
2. Production Concepts

Production: 
The value of the final products of goods and services produced by a certain establishment capable of being provided to other units, although they can be self-consumed or for the purposes of self gross fixed capital formation. Production includes two categories: final products and so-called under-operating products, which means products that take a long time to produce, such as livestock and establishment works. The value of the majority of goods can be estimated at the moment the production process is completed. However, the production of some goods may exceed the accounting period (such as the case of under-operating products). The value of such products is estimated and registered during that accounting period, as in the case of establishment works and winter crops.

Market Outputs: It includes goods and services sold at market prices or otherwise disposed of on market, or intender for sale or disposal on the market, such as most of the goods and services sold at warehouses and retail sale stores.

Outputs of Private Account: It consist goods and services that are retained fot their own final use by the owner of enterprises such as agricultural products, which are produced and consumed at the same farm

Other Non-Market Outputs: These are the goods and services produced by the government or non-profit institutions that are given free of charge or for minimal prices for other institutional unit or a community as whole, including educational services provided by the government.



Financial Services:
This is the output of financial services that can be measured by the total cost of actual and calculated service. This is necessary because financial institutions gain earnings by the difference between interests on loans and deposits.  As the calculation of the cost of the actual service is carried out directly, the calculation of the service (services of financial intermediation measured indirectly FISIM) is more complicated.

Insurance Services:
This is the output of insurance activities measured by the value of the actual and calculated cost of the service provided. In cases other than life insurance (insurance against accidents such as car insurance, fire, and maritime insurance), the cost of the calculated service equals the insurance premium with respect to future claims arising from the occurrence of the events specified in the insurance policies during the reference period, in addition to the income generated from investing the technical reserves in the reference period, minus claims payable for the reference period. The output of life insurance is measured in the same way as it consists of the three aforementioned components in addition to the value of reduction of technical reserves, which are built by the insurance enterprises to pay the claims of an insurance policy included in the insurance program

Intermediate Consumption:
The goods and services consumed as inputs, used up or transformed during the production process. It is measured during a specific period in time in a way similar to measuring production. Intermediate consumption is estimated by purchase price, which is defined as the producers’ price plus transportation and wholesale and retail trade margins. The value of gross intermediate consumption on the total economy is the same whether calculated by purchase or producers’ price. However, on a detailed level, the two evaluations vary.

Value Added:
Value added is a central concept of production and refers to the generated value of any unit that carries out a 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.

Gross Domestic Product or GDP:
Gross Domestic Product or GDP is intended to be a measure of the value created by the productive activity of resident institutional units during a certain period in time. Estimates of GDP, like the output and the value added, can vary according to taxes and subsidies taken into consideration. GDP is usually estimated at market prices, producers’ prices or basic prices. 

There are three approaches to estimate the GDP: the output or production approach; the expenditure approach; or the income approach. 

3. Final Consumption Groups

Final Consumption:
The consumption of households, government and non-profit institutions. The consumption of establishments is not considered as final consumption since products used in the production process are considered as intermediate consumption.


Households final consumption: 
Expenditure on all goods and services, excluding expenditure on building and construction, which are considered gross fixed capital formation for the property owners. Rental accommodation is classified as final consumption spent by households.

Government and Non-Profit Institutions Consumption: 
Expenditure of the two sectors can be divided into two types: individual and collective. The first includes spending that benefits individuals, in medical services for instance. Collective expenditure has a public nature, such as government spending on defense and security.

Gross Capital Formation:
Gross capital formation can be divided into three components: gross fixed capital formation, change in inventory, and net acquisition of valuables. Henceforth, gross capital formation (or investment) can be defined as the total value of the three aforementioned components. It is measured by purchase price.

Gross Fixed Capital Formation: Is the total value of producers acquisitions less disposals of fixed asset during the accounting period plus certain addition to the value of non-produced assets released by the productive activity of institutional units, fixed assets are tangible or intangible assets produced as from process of production that are themselves used repeatedly or continuously in other process of production for more than one year.


Change in Inventory:
The value of the goods entering the inventory less the value of the goods leaving the inventory. Goods must be valued at current prices, i.e. their prices at the time they enter or leave the inventory in order to avoid calculating unreal earnings of ownership. Change in the inventory also includes under-operating products.

Exports and Imports of Goods and Services:
These include trading goods and services among residents and non-residents and selling, barter and gifts.

Gross National Income:[footnoteRef:2] [2:  Formerly known as Gross National Product GNP in SNA 1968 but the term became absolute in SNA 1993. ] 

The gross value of the initial earned income of residents. It is the income incurred by carrying out production activities or by owning financial assets or land or subsoil assets.

Gross National Disposable Income:
The available income of residents that can be spent on the consumption of goods and services (locally produced or imported goods and services) or for savings. 

GDP at Current Prices	2005	2006	2007	2008	2009	2010	2011	4634.4000000000005	4619.1000000000004	5182.4000000000005	6247.3	6719.6	8330.6000000000022	9775.2999999999811	GDP at Constant Prices	2005	2006	2007	2008	2009	2010	2011	4559.5	4322.3	4554.1000000000004	4878.3	5239.3	5724.5	6421.4000000000005	Year

Value



Final consumption	2005	2006	2007	2008	2009	2010	2011	5497.5	5256.9	5669.8	6138.7	6694.4	6796.5	7749.5	Gross capital formation	2005	2006	2007	2008	2009	2010	2011	1265.7	1347.2	1122.9000000000001	1060.5	1137.3	1090.5	1066.8	Net exports of goods and services	2005	2006	2007	2008	2009	2010	2011	-2203.6999999999998	-2281.8000000000002	-2238.6	-2320.9	-2592.4	-2162.5	-2394.9	Year

Value
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