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Chapter One

Main Findings

1.1 Basic National Accounts
The final findings of the National Accounts at constant prices for 2013 show a general growth in the value of Gross Domestic Product (GDP), Gross National Income (GNI) and Gross National Disposable Income (GNDI).  GDP in Palestine at constant prices was USD 7,477 million during 2013, reflecting an increase of 2.2% compared with 2012. GDP per capita was USD 1,793 during 2013 with a decrease of 0.8% compared with the previous year. 

GNI at constant prices in Palestine for 2013 was USD 8,068 million, marking an increase of 3.6% compared with 2012; GNI per capita was USD 1,935, reflecting an increase 0.5% compared with 2012. GNDI was USD 8,767 million during 2013 with a decrease of 1.0% compared with 2012, while GNDI per capita decreased by 3.9% in 2013 to USD 2,103. 

1.1.1. Percentage Contribution to GDP in 2013
The Palestinian economy is service-oriented and services contributed 20.9% to GDP at current prices in 2013. (According to ISIC-rev 4, this 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 17.1%. Industrial activities, which include mining, manufacturing, electricity, gas, steam and air conditioning supply, water supply, sewerage, waste management and remediation activities, contributed 15.7%. Public administration and defense activities contributed 14.8%, while construction contributed 4.5% to GDP. Transportation and storage activities formed the lowest contribution of 1.8%.

Percentage contribution of economic activity to GDP in Palestine* for 2013 
at current prices
	


*The data excludes those parts of Jerusalem governorate which were annexed by Israel in 1967.
**Includes households with employed persons, FISIM, customs duties and VAT on net imports.

1.1.2. Gross Domestic Product
GDP aims to measure the value created by the productive activity of resident institutional units over a specific period of time.

GDP in Palestine* for 2004-2013 at current and constant prices (USD million)
	


*The data excludes those parts of Jerusalem governorate which were annexed by Israel in 1967.

1.1.3. Gross National Income
This is the gross value of the initial earned income of residents. It is the income incurred by performing productive activities or by owning financial assets or land or subsoil assets.

GNI in Palestine* for 2004-2013 at current and constant prices  (USD million)
	


*The data excludes those parts of Jerusalem governorate which were annexed by Israel in 1967.

1.1.4. Gross National Disposable Income
This is the available income of residents for spending on the consumption of goods and services (locally produced or imported goods and services) or for savings. 





GNDI in Palestine* for 2004-2013 at current and constant prices (USD million)
	


*The data excludes those parts of Jerusalem governorate which were annexed by Israel in 1967.

1.1.5. Total Supply and Demand
Supply and demand is perhaps one of the most fundamental concepts of the Palestinian economy. Supply refers to the gross output and imports of goods and services, while demand refers to intermediate consumption, final consumption, gross capital formation, and exports of goods and services. Where both gross supply or demand at current prices reached 26,455 USD million.

Components of supply and demand in the Palestinian economy for 2013
	[bookmark: OLE_LINK4]
	
	



1.1.6 Per Capita Indicators 
GDP per capita, GNI per capita and GNDI per capita are important indicators that measure different per capita indicators. These are calculated by dividing the indicator by the number of population over a specific period of time.


1.  At Current Prices:
GDP, GNI and GNDI per capita in Palestine for 2012 and 2013 at current prices (USD) were:
 
       Value in USD
	Indicator
	2012
	2013

	GDP Per Capita 
	2,787.2
	2,992.2

	GNI Per Capita
	2,999.1
	3,270.5

	GNDI Per Capita
	3,431.6
	3,555.6



2.  At Constant Prices:
GDP, GNI and GNDI per capita in Palestine for 2012 and 2013 at constant prices (USD) were:

       Value In USD
	Indicator
	2012
	2013

	GDP Per Capita 
	1,807.5
	1,793.3

	GNI Per Capita
	1,925.3
	1,935.1

	GNDI Per Capita
	2,187.7
	2,102.7




GDP, GNI and GNDI per capita in Palestine* for 2004-2013 at constant prices (USD): 2004 is the base year
	


*The data excludes those parts of Jerusalem governorate which were annexed by Israel in 1967.

1.1.7. GDP by Expenditure 
The main findings for 2013 indicate that final consumption in Palestine at constant prices was USD 8,516 million, where it shows a decrease of 3.5% compared with the previous year. 

Household final consumption was USD 6,247 million, which contributed 73.3% of gross final consumption during 2013 and reflected a decrease of 4.4% compared with 2012.

Gross capital formation increased by 4.2% in 2013 compared with 2012 to reach USD 1,644 million. The trade balance recorded a deficit during this period of USD 2,726 million, which was a decrease of 11.6% compared with 2012.



Components of GDP by expenditure in Palestine* for 2004-2013 at constant prices (USD million): 2004 is the base year
	


 *The data excludes those parts of Jerusalem governorate which were annexed by Israel in 1967.

1.2 Institutional National Accounts 
The findings of 2013 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 2013 at current prices, as the graph below illustrates: 

Percentage contribution of institutional sectors to GDP for 2013 in Palestine*                at current prices
	







GDP in Palestine* by institutional sector for 2012, 2013 at current and constant prices

       (Value in USD Million)
	Sector
	Current Prices 
	Constant Prices 

	
	2012
	2013
	2012
	2013

	Household sector
	3,340.8
	3,235.1
	2,265.8
	2,067.2

	NPISH sector
	597.4
	722.4
	387.7
	357.9

	Government sector
	2,199.8
	2,815.0
	1,328.7
	1,509.8

	Financial enterprises sector
	474.1
	404.3
	284.8
	277.5

	Non- financial enterprises sector
	4,667.3
	5,299.2
	3,047.8
	3,264.6

	Gross Domestic Product
	11,279.4
	12,476.0
	7,314.8
	7,477.0


*The data excludes those parts of Jerusalem governorate which were annexed by Israel in 1967.
Note: Data includes adjustment items.


Chapter Two

Methodology and Data Quality

This chapter presents the methodologies adopted for compiling National Accounts at current and constant prices for 2013.  The methodology was based on the available price deflators, the methodology for compiling institutional national accounts at current and constant prices, and data coverage of various resources.

2.1 Basic National Accounts Methodology

2.1.1 National Accounts at Current Prices

First: The main basis for the compilation process 
The preparation of this report covered several stages that were essential for thorough coverage of National Accounts for the year 2013 and were based on the following considerations:
· The most recent 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 gross capital formation (building and non-buildings) and adapting the ISIC-4 for all national accounts data since 1994. The use of the most up to date methodology contributes to improving data quality and comparability over years.
· 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, and the regional distribution of data.
· Balancing GDP from both production and expenditure at current prices. This determines errors and omissions to verify distortion between production and expenditure due to the use of different sources for both.
· Unifying data coverage for various economic activities to minimize over-coverage due to the improvement of statistical coverage over time.

Second: Adoption of SNA 2008 Recommendations
In line with the commitment of PCBS to adopt the latest international recommendations      for statistical systems, PCBS started to adopt the first steps of SNA-2008. This took the form of developing and updating data collection tools such as surveys and administrative records, and improving questionnaires to address the concepts and definitions of SNA-2008 as follows:

1. Financial and insurance activities
Financial activity is one of the activities considerably affected by the changes in    SNA-2008, which altered the classification of economic transactions due to changes in output and intermediate consumption as follows:
· According to the recommendations of SNA-2008, the following items were classified as intermediate consumption. This led to increases in intermediate consumption, and therefore reduction in the value added:
a. Institutional insurance premiums (excluding employees).
b. Government fees such as the issuance of official transactions classified as government purchases.
c. Current maintenance of machinery and equipment was added as a separate item within the intermediate consumption.
d. Current maintenance of machines and equipment was classified as a separate item within intermediate consumption. 
· Calculation of FISIM by excluding dividends and investment income as property income.
· Stock dividends classified as property income rather than revenues and transfers.

2. Economic Surveys
The questionnaire of economic surveys was adjusted to meet the international recommendations of SNA-2008:
· The recording of government fees such as court fees, and the issuing of official transactions within government purchases and as intermediate consumption rather than transfers.
· Rearrangement of some items of intermediate consumption and current transfers.
· Adding property income items (excluding land rent, interest on deposits and loans, or stock dividends) as a requirement to compile the distribution and redistribution of income accounts.
· Adding a table related to other transfers, including taxes on income and wealth, pension entitlements and social funds, and grants in kind, cash and other transfers

2.1.2 National Accounts at Constant Prices 
The methodology for compiling National Accounts at constant prices was based on a set of price indices and deflators. PCBS compiled three types of price 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, updated methodology was used for the compilation of the National Accounts 2012 and 2013 in line with international recommendations to adopt the ISIC-rev 4 classification. The new methodology also takes into consideration discrepancies in prices between the West Bank and Gaza Strip. 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 Methodology
The methodology for compiling Institutional National Accounts is based primarily on the annual National Accounts. Therefore, the results of this report for Institutional Accounts are based on the annual National Accounts for 2012 and 2013, and the classification of data sources according to the institutional sector based on the SNA recommendations.

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 enterprises sector.
Public Administration and Defense:       Government sector.
Household Services: 			     Household sector.

Second Approach:
This consists of all activities where data are collected from economic surveys and classified by institutional sector, based on different indicators for the institutional unit, mainly legal entities, economic organization and annual budgets. 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 most recent basic and internationally agreed standard for preparing accounts that are inter-related and for ensuring consistency for macroeconomic analysis. It provides concepts, definitions and classifications in the context of integrated accounting 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, summarized in the following:
- Compilation of economic surveys covering all activities except agriculture.
- Compilation of economic surveys covering the informal sector in construction and transportation activities.
- Use of the Population, Housing and Establishments Census 2007 to calculate per capita data.
- Compilation of the price deflators necessary to calculate constant prices data.
- Improved data coverage of government data, especially relating to customs duties and VAT on an accrual basis.
- [bookmark: _GoBack]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 of tables for 2004 to compare data consistency.

2.4 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 Based on the System of National Accounts (SNA) 2008

1. General Terms

Institutional Sector: 
Institutional units are grouped together to form institutional sectors on the basis of their principal functions, behavior and objectives. There are five institutional sectors in the National Accounts system: government; non-profit institutions serving households; financial corporations; households; and non-financial corporations, in addition to the rest of world sector that has separate account.

Financial Corporations Sector: 
This consists of all resident corporations that are principally engaged in providing financial services, including insurance and pension funding services, to other institutional units.

Non-Financial Corporations Sector:
This consists of corporations whose principal activity is the production of market goods or non-financial services. 

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 according to the system of National Accounts. ] 


Non-Profit Institutions Serving Households (NPISHs):
This consists of non-market NPIs that are not controlled by government.

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:
This is defined in economic and not legal terms. The main criterion to determine residence of an entity is the center 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 (apart from 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.
 


2.  Production Concepts

Production (Output): 
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.
 
Market Outputs: 
It includes goods and services sold at market prices or otherwise disposed of in the market, or in tender for sale or disposal in the market, such as most of the goods and services sold at warehouses and retail sale stores.

Output for own final use: 
Consists of products retained by the producer for his own use in final consumption or capital formation.

Other Non-Market Outputs: 
Consists of goods and individual or collective services produced by non-profit institutions serving households (NPISHs) or the government that are supplied free, or at prices that are not economically significant, to other institutional units or the community as a whole.

Financial Services:
This is the output of financial services that can be measured by the total cost of actual and calculated services. This is necessary because financial institutions accrue earnings from 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 and includes monitoring services, convenience services, liquidity provision, risk assumption, underwriting and trading services.

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:
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.

Gross Domestic Product or GDP:
This measures the total value added of all economic activities, which consists of the output of goods and services for final use produced by both residents and non-residents (local factors of production), and regardless of the distribution of this production, locally or externally, during a specific period of time. It does not include deductions for depreciation of fixed capital or deterioration of natural resources.

3. Final Consumption Groups

Final Consumption:
This is the amount of expenditure on consumption of goods and services by households, government and non-profit institutions serving households (NPISHs).

Household Final Consumption: 
This consists of the expenditure, including expenditure whose value must be estimated indirectly, incurred by resident households on the individual consumption of goods and services, including those sold at prices that are not economically significant and including consumption goods and services acquired abroad.

Government Final Consumption: 
This consists of expenditure, including expenditure whose value must be estimated indirectly, incurred by general government for both individual consumption of goods and services and collective consumption services.

Final Consumption Expenditure of Non-profit Institutions Serving Households:
This consists of the expenditure, including expenditure whose value must be estimated indirectly, incurred by resident NPISHs on individual consumption of goods and services, and possibly on collective consumption services.

Gross Capital Formation:
This is the acquisition minus the disposal of produced assets for the purpose of fixed capital formation, inventories or valuables.

Gross Fixed Capital Formation: 
Gross fixed capital formation consists of the value of producers’ acquisitions of new and existing products of produced assets minus the value of the disposal of fixed assets of the same type.

Change in Inventory:
This is measured by the value of entries into inventories minus the value of withdrawals and of any recurrent losses of goods held in inventories during the accounting period. 

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

Gross National Income:[footnoteRef:2] [2:  Formerly known as Gross National Product (GNP) in SNA 1968, but the term became obsolete in SNA 2008. ] 

This is the aggregate value of the gross balance of primary income from all sectors. It is defined as GDP plus compensation of employees receivable from abroad, plus property income receivable from abroad, plus taxes, minus subsidies on production receivable from abroad, minus compensation of employees payable abroad, minus property income payable abroad, and minus taxes plus subsidies on production payable abroad.

Gross National Disposable Income:
Gross or net national disposable income may be derived from gross or net national income by adding all current transfers in cash or in kind receivable by resident institutional units from non-resident units and subtracting all current transfers in cash or in kind payable by resident institutional units to non-resident units.

GNI at current prices	2004	2005	2006	2007	2008	2009	2010	2011	2012	2013	4557.4000000000005	5180.7999999999993	5332.7	6058.4000000000005	7344.7999999999993	7800.2999999999993	9512.2000000000007	11214.9	12136.9	13636.4	GNI at constant prices	2004	2005	2006	2007	2008	2009	2010	2011	2012	2013	4557.2990840011698	5125.6394772110298	5002.2731023846218	5375.0134521783311	5772.6087689494934	6133.4271346631949	6486.9653058381218	7299.1	7791.4	8068.2	


GNDI at current prices	2004	2005	2006	2007	2008	2009	2010	2011	2012	2013	5281.9	6317.2	6623.7	8305.1	10534.4	9941.2000000000007	11503.2	12319.6	13887.2	14824.9	GNDI at constant prices	2004	2005	2006	2007	2008	2009	2010	2011	2012	2013	5281.8937979952671	6225.7474485852945	6198.5254715273422	7427.811520374582	8686.8689315932497	8113.1329418687947	7776.3474320657988	7969.4	8853.4	8767.1	





Demand
Intermedi-ate Consump-tion
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Final consumpt-ion
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0.27121802601388778	0.54813249619166049	0.1023356555068777	7.8313822287574053E-2	
Supply
Output
74%
Imports
26%

Output	Imports	0.74280951498955095	0.25719048501045255	
GDP Per Capita	2004	2005	2006	2007	2008	2009	2010	2011	2012	2013	1358.1	1459.4	1360.1	1406	1449.1	1529.8	1606.4	1752.5	1807.5	1793.3	GNI Per Capita	2004	2005	2006	2007	2008	2009	2010	2011	2012	2013	1429.6	1559.5	1476	1538.1	1605	1656.7	1702.1	1858.7	1925.3	1935.1	GNDI Per Capita	2004	2005	2006	2007	2008	2009	2010	2011	2012	2013	1656.9	1894.2	1829	2125.6	2415.1999999999998	2191.4	2040.4	2029.4	2187.6999999999998	2102.6999999999998	


Final consumption	2004	2005	2006	2007	2008	2009	2010	2011	2012	2013	5672.2	6340.2	6149.7	6520.2	6602.9	7059.5	7320.6	8045.7	8822.2000000000007	8516.4	Gross capital formation	2004	2005	2006	2007	2008	2009	2010	2011	2012	2013	1151.5	1234	1138.3	888.5	1199.4000000000001	1393.1	1354.9	1326	1578.1	1644.1	Net exports of goods and services	2004	2005	2006	2007	2008	2009	2010	2011	2012	2013	-2540.6	-2792	-2687.6	-2493.3000000000002	-2545	-2792.6	-2523	-2530.5	-3084.9	-2725.9	


Household sector 26%
NPISH 6%
Government sector 23%
Financial enterprises 3%
Non-financial enterprises sector 42%
Household sector	NPISH sector	Government sector	Financial enterprises sector	Non- financial enterprises sector	21.4	5.2	22.6	3.2	47.6	#REF!	Services	Wholesale and retail trade	Mining, manufacturing, electricity and water	Public administration and defense	Other**	Information and communication	Construction	Agriculture, forestry and fishing	Financial and insurance activities	Transportation and storage	0.21000000000000021	0.17	0.16000000000000028	0.15000000000000024	0.11000000000000013	6.0000000000000171E-2	5.0000000000000114E-2	4.0000000000000112E-2	3.0000000000000086E-2	2.0000000000000052E-2	

Gross Domestic Product at Current Prices	2004	2005	2006	2007	2008	2009	2010	2011	2012	2013	4329.2	4831.8	4910.1000000000004	5505.8	6673.5	7268.2	8913.1	10465.4	11279.4	12476	Gross Domestic Product at Constant Prices	2004	2005	2006	2007	2008	2009	2010	2011	2012	2013	4329.22	4796.6900000000014	4609.53	4913.43	5212.1000000000004	5663.6900000000014	6122.26	6882.34	7314.8	7477	
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