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Press Release on
The Findings of the Survey of the Trends of the Owners/Managers of Industries
with respect to the Economic Situation
May 2006

The following shows the basic findings of round 16 of the trends of the owners/ managers
survey of industrial establishments, concerning the economic situation for May 2006. The
round was conducting during the period of June 2-22, 2006, taking into consideration May,
2006 as reference month. The aim of the survey is to observe and monitor the trends of the
opinions of the owners/ managers of the industrial establishments. The sample size is 372
industrial establishment (262 in the Remaining West Bank and 110 in Gaza Strip). A
purposive two stages sample was designed for this survey; In the first stage the industrial
survey 2004 was used as a sampling frame for the survey, while in the second stage: All the
industrial establishments that constituted approximately 70% of the total industrial production
were selected, establishments that employed less than 20 employees were excluded.

1. Performance of industrial establishments in May 2006

1-1 Overall performance

According to 43.3% of the owners/ managers of the industrial establishments, the
performance of their establishments in production in may 2006 had become worse than in
April 2006; however, 32.4% of them stated that there had not been any change.

1-2 Determinants production cost

The increase in the prices and cost of raw materials is the key factor influencing
production cost, according to 89.6% of the opinions of the owners of the industrial
establishments (85.2% of the Remaining West Bank and 99.0% of Gaza Strip). Alternatively,
85.5% of the owners/ managers of the industrial establishments pointed out the power of the
effect of the political situation; (80.5% for the Remaining West Bank and 96.9% for Gaza
Strip). Moreover, 81.5% of the owners/ managers of the industrial establishments identified
the impact of transport expenses on production cost, (75.2% for the Remaining West Bank
and 95.9% for Gaza Strip).

1-3 Borrowing and financing

Survey results show weak borrowing by industrial establishments from operating banks in the
Palestinian Territory in May 2006; 93.8% of the owners of industrial establishments stated
that they refrained from borrowing from the operating banks while 6.2% of them did apply for
bank loans; 2.3% of industrial establishments applied for a bank loan only one time; 2.6%
applied 2-5 times and 1.3% applied more than 5 times for bank loans.

1-4 Exporting establishments sales to different markets

According to results, exporting enterprises rely on the Israeli and local markets. The results
show that 48.5% of the sales of the products of the Remaining West Bank and Gaza Strip go
inside the Green Line, (47.8% of the products of the Remaining West Bank and 53.2% of the
products of Gaza Strip); 40.6% is marketed in the Remaining West Bank and Gaza Strip.



The findings of the survey show difference in marketing sales in international markets.
According to data, 11.1% of the sales of the industrial establishments operating in the
Remaining West Bank went to international markets, whereas 1.1% of Gaza Strip sales went
to the same destination in May 2006.

Moreover, results show weak internal trade between the markets of the West Bank and Gaza
Strip; the percentage of the sales of the operating industrial establishments in the West Bank
to Gaza Strip did not exceed 6.0% whereas the sales of the establishments operating in Gaza
Strip to the West Bank reached 25.2%.

1-5 Distribution and marketing channels of exporting

Findings reveal that 33.7% of the owners of the exporting establishments in the Remaining
West Bank and Gaza Strip to Israel use direct sale to customer as a channel of delivering
exports. According to 76.5% of those owners stated that deliveries were carried out through
their offices in the Israeli market. Additionally, 6.7% of the owners of the exporting
establishments to Israeli markets pointed out that the transport channel to the Israeli market
was carried out through a Palestinian distributor or agent who distributes to the Israeli market;
5.1% of the owners of the establishments use Israeli distributors or agents as channels to reach
the Israeli market. However, 18.4% of the owners of the establishments that export to Israel
indicated other channels to the Israeli market but refrained from exposing such channels.

1-6 Reaching customers in foreign markets

Findings indicate that the owners of exporting enterprises use more than one method to find
customers at the export markets; 90.7% of such owners stated that they found customers
through personal relations and contacts, whereas, 69.6% revealed that organizing visits to
target market was used as method to find customers; (73.8% for the Remaining West Bank
and 27.3% for Gaza Strip). Besides, 67.8% of enterprises owners said that spontaneous
contacts from customers initiated reaching export markets. Also, 41.6% of the owners of the
exporting enterprises stated that they were able to find customers at export markets through
market studies (45.8% in the Remaining West Bank; Gaza Strip business people have not
indicated the use of this method). Findings also indicate weak utilization of information
technology in finding customers at the export markets; 15.3% said that they had identified
customers on the internet, (16.8% for the Remaining West Bank, Gaza Strip did not use this
method).

The aforementioned results indicate that self-factors play key role in marketing products and
finding customers at the export markets.

2. Expectations

2-1 Short term

The expectations of the owners/ managers of the industrial establishments in the short term,
i.e. after one month of the reference month (May 2006), show that 27.5% expected
improvement in their production in general; whereas, 48.6% expected bad performance.

The expectations in the Remaining West Bank and Gaza Strip concerning employment in
June 2006 indicate pessimism since 21.3% (19.1% in the Remaining West Bank and 26.0% in
Gaza Strip) expected drop during June whereas 69.6% (72.3% in the Remaining West Bank
and 63.5% in Gaza Strip) expected employment to stay the same as it is.



The results show that 28.0% of the owners/ managers of the industrial establishments in the
Remaining West Bank and Gaza Strip expected sales to increase during June 2006 but 47.3%
of them expected sales to plummet; however, 24.7% expected sales to remain the same as
they were in May 2006.

2-2 Medium term

The expectations of the owners/ managers of the industrial establishments in the medium term
(in the next six months) were as follows: 35.4% of Gaza Strip business people expected
improvement in production in the next six months; 22.9% expected no change, and 41.7%
expected worse results during the next six months. On the other hand, 36.6% of business
owners in the Remaining West Bank expected improved production for the establishments,
39.1% expected drop in establishments production, and 24.3% expected no change in the
production of the industrial establishments during the next six months in the Remaining
West Bank.

According to expectations concerning employment in the Remaining West Bank and Gaza
Strip, 13.4% expect increase in employment and 19.9 expected drop in the employment level
in the next six months, and 66.7% expected employment level to remain the same.

Sales during the next six months will rise, according to the expectations of 34.9% of the
owners and managers of the industrial establishments in the Remaining West Bank and in
Gaza Strip; on the other hand, 22.0% indicated that sales will not change.

3. Challenges

3-1 Drop in sales level

The expectations of 54.4% of the owners/managers of industrial establishments revealed that
the main reason for an expected drawback or steady sales level is the plunge in the purchasing
power of the consumers; 22.8% believe that the falling or steady sales level is due to other
reasons limited to closure of the border crossings and differentiating seasons as well as
security reasons and roadblocks; and 6.7% blamed falling or steady sales level on competitive
products.

Expectations percentages varied between the Remaining West Bank and Gaza Strip. There is
an increase in the percentage of the opinions that blamed declining or fixed sales level on
closure of border crossings and different seasons and the security situation and roadblocks in
the Remaining West Bank to 30.6%; respondents’ opinions in Gaza Strip did not point out
this difficulty. However, 79.5% of Gaza Strip owners/managers of industrial establishments
indicated that the main reason is the decrease in the purchasing power compared to 46.0% in
the Remaining West Bank.

3-2 Exports hindrance

The owners of the industrial establishments indicated a number of difficulties that hinder
exports; 63.5% of the owners of the exporting enterprises in the Remaining West Bank
indicated that their enterprises face hindrances because of disorganized arrival of raw
materials; 77.0% believed that disorganized arrival of exports constituted an obstacle in the
face of the exporting process; 57.6% saw that the inability to travel and enter external markets
hindered the exports process; and customer lack of payment guarantees constituted yet



another obstacle in the exporting process at 66.9% including 64.5% for the Remaining West
Bank and 90.9% for Gaza Strip.

3-3 Local and external competition

In the Remaining West Bank and Gaza Strip, 91.6% of the owners of the industrial
establishments indicated that the main product of their establishments faced local or external
competition, (92.6% for the Remaining West Bank and 81.8% for Gaza Strip).

According to 67.2% of the owners of the industrial establishments in the Remaining West
Bank and Gaza Strip, the main product faced local competition; on the other hand, 32.8% of
the owners of the industrial establishments indicated that their main product faced external
competition.

Results varied by geographic area since 58.1% of the owners of the industrial establishments
in the Remaining West Bank pointed out the presence of local competition and 41.9%
indicated presence of foreign competition. Alternatively, opinions in Gaza stated that 88.9%
of the industrial enterprises in Gaza Strip faced local competition compared to 11.1% of
enterprises, which faced foreign competition.

3-4 Employment

According to 31.4% of the owners of the industrial establishments in the Remaining West
Bank and Gaza Strip, their establishments laid off workers in May 2006; however, 63.7%
(13.8% for the Remaining West Bank and 70.8% for Gaza Strip) of the owners of the
industrial establishments stated that there had not been any change to the number of workers.

The following figure shows the direction of the levels of optimism among the owners/
managers of the industrial establishments with respect to production status, increase in
employment level, and increase in the value of sales in the Remaining West Bank and Gaza
Strip.



Figure(1): The Direction of Optimism Among the Owners/ Managers of the Industrial
Establishments Performance in the Remaining West Bank and Gaza Strip.

50

Percentage
N
(&)
|

O T T T T

December January February March2006 April2006 May2006  June 2006

2005 2006 2006 month

—e— Percentage of optimistic people in increase in employment

=z P@rcentage of optimistic people in improved production of

establishment o
= == Percentage of optimistic people in increase of sales




2006 U Adhaial) v & pigal) @A\J aliia) ¢ld cpund Joa Jawgial) aall g juadl) 5aal) s Aelial clidd ;\Ju/g\a.mi ilad g5 11 Jgaa
Table 1: Expectations of Owners/ Managers of the Industrial Establishments at the Short and Medium Terms About the Performance of Their
Establishments for the Main Indicators by Region May 2006
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Table2: Percentage Distribution of Owners/Managers of the Industrial Establishments According

to Their Opinions About Establishments’ Production During May 2006 Compared With
April 2006 by Region
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Table 3: Percentage Distribution of Owners/Managers of the Industrial Establishments According to
Their Expectation About Establishments Production During June 2006 and Next Six Months by Region
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Table 4: Percentage Distribution of Owners/Managers of the Industrial Establishments

According to Their Expectation About Level of Employment in the Establishments During June
2006 and Next Six Months by Region
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Table 5: Percentage Distribution of Owners/ Managers of the Industrial Establishments

According to Their Expectation About Value of Sales in the Establishments During June 2006
and Next Six Months by Region
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Table 6: Percentage Distribution of Owners/Managers of the Industrial Establishments According
to Their Expectation About the Expected Sales Level Stability or Decline by Region During May

2006
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Table 7: Percentage Distribution of Owners/ Managers of the Industrial Establishments According to Their Opinions About the Problems Faced the
Establishment During May and June 2006 by Region
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Table 7 (Cont.): Percentage Distribution of Owners/ Managers of the Industrial Establishments According to Their Opinions About the Problems
Faced the Establishment During May and June 2006 by Region
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Table 8: Percentage Distribution of Owners/Managers of the Industrial Establishments Opinion About the Factors Affecting Production Cost
During May 2006 by Region
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Table 9: Percentage Distribution of the Frequency of Loans Requested From the Banks
According to the Owners/Managers of the Industrial Establishments Opinion During June 2006
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Table 10: Percentage Distribution of the Exporting industrial Establishments Sales to the

Different Market During May 2006 by Reg
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Table 11: Percentage Distribution of Owners/ Managers of the Industrial Establishments According to Their Views About the Export Obstacles
During May 2006 by Region
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Gaza Strip - - - 273 182 545 5 tl_Lg
Remaining West bank and _ _ o o }
Compliance to quantity | Gaza strip 00 59 101 R o ) Ay _le 48,40 5
demanded and delivery - - - 0.9 5.6 15.0 78.5 dg ) Al . .
fime Remaining West bank Ll S IO RS PO NP IRCNN
Gaza strip - - 63.6 9.1 27.3 - 53 gl
Remaining West bank and
Gaza strip 1.7 0.8 5.1 9.3 194 63.7 §32 g Uiy A el Al il
Export financing Remaining West bank 1.9 0.9 56 8.4 15.9 67.3 Gl Al il Sl paball Jygai e 48,80 5 508
Gaza Strip - - - 182 545 273 5 tl_Lg
Remaining West bank and _ ) 3
Gaza strip 34 34 12.7 28.8 51.7 536 glaiy dy il damll 3 a5 gl 26 520
. . sy T A 8
Marketing ability Remaining West bank 37 - 37 12.1 28.0 52.5 agal) dbal) 3 ol
Gaza strip - - - 18.2 36.4 454 §56 g\l
oy \Westbanicand 43 - 16.0 119 35.6 322 | i e, e ) i
Regular achievement of .
Ra\?v materials Remaining West bank 4.7 - 11.2 13.1 374 33.6 Gl Al 3L Al S gal) J gy ol
Gaza strip - - 63.6 - 18.2 18.2 53 gl
Eg;”:g;;’i‘g West bank and 0.9 - 202 212 356 221 | g gl e s i
Regular achievement of
Exgon Remaining West bank 0.9 - 15.0 23.4 36.4 24.3 A dial il Sl pall J pam g ol
Gaza strip - - 727 - 273 - 5 gl
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Table 11 (Cont.): Percentage Distribution of Owners/ Managers of the Industrial Establishments According to Their Views About the Export
Obstacles During May 2006 by Region

by Y el Y ipsdgua | dbugiedia | A Lgua | dgra ngy
. Not I don’t Large Medium Small No .
Problems Region applicable know difficulty | difficulty | difficulty | difficulty Aakaial Jslial
oS West bankcand - - 17 5.1 17.0 T6.2 | s gty il it
Regular achievement of .
Employee Remaining West bank - - 1.9 4.7 187 74.7 Aol daal A Oueall Jsum sl
Gaza strip B B - 9.1 ; 90.9 3¢ pld
oy Vst bankcand 1.7 038 26 7.7 12.0 752 | s oyt il il
Palestinian export . o
regulation and License Remaining West bank 1.9 0.9 2.8 7.5 12.3 74.6 Ay yall Al é\_\ .)Jm‘ 3 L)m.)"n ‘—‘\“PJ
Gaza strip - - - 9.1 9.1 81.8 S gl
Eg;”:g;;’i‘g West bank and 5.1 0.9 42 11.9 255 524 | ol e a4y | _
Information Access to the 56 0.9 47 121 28.0 48.7 I R e e Ly
foreign market Remaining West bank : : . : . : A sl ddal L fa il 3l o)
Gaza strip B B - 9.1 ; 90.9 3¢ pld
Remaining West bank and
’ 8.5 - 16.9 18.6 221 33.9 392 o Uad g dw il diall 3
Traveling problems Gaza strip O gl Rl sl Bled Jeaall 5 il £y
|mpgsed on entering Remaining West bank 9.3 - 15.0 16.8 243 34.6 el daal e L
foreign markets )
Gaza strip - - 36.4 36.4 - 272 St gl
Gaza sy o 5.9 0.9 9.3 127 33.9 73| e mnia |
Import regulation in the 112 4 74 T Rk E R S R
foreign market Remaining West bank 6.5 0.9 9.3 : 34.6 37. G oall ddal faal 3,
Gaza strip - - 9.0 273 27.3 36.4 St pls
gz?aa's'}'r?’? West bank and 08 ; 19.5 20.3 27.1 323 | gl el s il
Costumer payment R T SR U
guarantee Remaining West bank 0.9 - 20.6 19.6 243 34.6 Aol diaal gl | 0ol O e il Sliles i
Gaza strip - - 9.1 273 54.5 9.1 St pls

(-) Number of observations is too small
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Table 12: Percentage of Mechanism of Finding Customers in the Export Market During May 2006
by Region
Ay ded Ay
55 gl G Ada Ay 536 gy
Gaza Strip Remaining West Remaining west
Approaching Customers bank bank & Gaza G A Jpasd
Strip

Market researches - 45.8 41.6 Gsnall bl oy Ll
Information gathered from o e U e gladdl e guanll
commerce chamber industrial 27.3 32.7 32.2 w ) ? ) M&s L
union etc... e liall lalai¥l 5 4 el 43 a0
Participate in international Al o el A€ Lol
exhibitions and organized 54.5 46.7 47.4 FET s
business missions Aadaiall 4 ladl) ciingl
Self-organized visits to the 273 238 69.6 DbV AS,Al JE e o g
export market Uagual @l s 4y las
Personal relationships and S eN o edENe 4
contacts 90.9 90.7 907 | dpmis cNlady clDle daul

13 P Ge gl syl
Through Internet - 16.8 15.3 o ol

e sy

Customer self initiative 54.5 69.2 67.8 AUl IS G5l Al ey Sl

(-) Number of observations is too small
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Table 13: Percentage of Distribution and marketing Channels of Export Products to Israel
Markets and Other Markets During May 2006 by Region

Export market and Region Auall (5o g Adlaial)
3l daall 3l
558 g lUad M-)’d‘ M‘ S 58 glad
Gaza Strip Remaining West | Remaining West
. Bank Bank and Gaza o
Achievement channel Strip Jua gl b
P Gl P Gaudl ERY Gl
GAY | A | osuaY | sy | oA | eyl
Other Israeli Other Israeli Other Israeli
market | market | market | market | market | market
Direct sales to the customer 18.2 81.8 29.9 75.9 28.8 76.5 Oz bl )
i oaa Jala sland) cise Pl ¢
Jhrough establishment 9.1 91 140 65 136 6.7 -
agency in this marke Gndl
R ST BN
Through Palestinian agency 9.1 - 14.0 5.6 13.6 51| ¢ JITor e
Bl o3 (8 55l a5y
' 5 S5 o @ 590 DA ¢
ITh“’l”grl‘l Israeli ey o @ - 18.2 37 21.3 3.4 210 | I e -
ocal seller or exporter oAl il sl ok
No exports reported to this 63.6 91 439 361 457 337 |  3sdeid s slud
market
Other - - 5.6 19.4 5.3 18.4 sAl

(-) Number of observations is too small Julh ) awLial) dae (i ()

Aihaiall cuwa 2006 b el IS BLATAY i ) eiall Al 352 9 J o lial) o) jae/lanal o1 omdl) aojsil) 114 Jga
Table 14: Percentage Distribution of the Existing of Competence of the Main Product According
to the Owners\ Managers of the industrial Establishments During May 2006 by Region

daay A4 R b A
35 U A SE gl
Competence existence Gaza Strip | Remainin Remaining ddlial) 352y
West B ?( West Bank and
est Ban Gaza Strip
There is competition 81.8 92.6 91.6 Adlie 22 g
There is no competition 18.2 7.4 8.4 Tudlia aagi Y
Total 100 100 100 £ saaall
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Table 15: Percentage Distribution of the Type of Competence According to the Owners\
Managers of the industrial Establishments During May 2006 by Region

Ay A dsa Ay

daal iy
% g ] 2 e
Type of competence Gaza Strip | Remaining Remaining dudla g g
West Bank West Bank and
est Ban Gaza Strip
local 88.9 58.1 67.2 Aalas
Foreign 111 41.9 32.8 Lia
Total 100 100 100 & saaall
dibial) s 2006 U s DA cplalall Jids ddes Joa cliial) G\Jéﬁ/h.llami BT aadl) 2358 116 Jgaa
Table 16: Percentage Distribution of the Hiring Employment Situation According to the
Owners\ Managers of the industrial Establishments During May 2006 by Region
daay iy Rad Ao A
55 gl f i) S glkis
Employment situation Gaza Strip | Remaini Remaining S ddes
ining
West Bank West Bank and
est Ban Gaza Strip
Hiring employees 1.1 6.7 4.9 oalale a5
Discharging employee 70.8 13.8 31.4 Calale oy ot
No change on number of ) T
employee 28.1 79.5 63.7 Slelall 3 e sl kg o)
Total 100 100 100 & saaal)
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