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Foreword

It is with great pleasure to disseminate and communicate the results of the 2014 Palau Household Income
Expenditure Survey (HIES).This major accomplishment is the third of its kind to be conducte®aptiblic of Palau,

the last one being in 2006.The 2014 HIES is distinctly different because fieldwork was undertaken ovewrearone
period as opposed to the conventional two weeks of fieldwork in previous surveys. The purpose of extending t
fieldwork period was to capture seasonality in expenditure and income patterns, which is a common occurrence in Pa

While the survey collects a wealth of information and has the potential to meet many objectives, the main objectives
the survey were to: reba the consumer price index basket; supplement data in compiling components of nation:
accounts, balance of payment and other economic indicators; and enable further analysis of poverty in Pal
Additionally, the survey results provide useful informatand indicators on the socioeconomic situation of Palauan
households. This information will inform poliapakers in framing social developmental policies and in initiating
financial measures for improving economic conditions of people.

This publication$ a valuable resource, not only for "highd" users but also for casual readers with general interest in
the financial situation of Palauan households. The main table outputs center around income and expenditure, whict
further broken down to reveahir details, such as consumption of food andaloaholic beverages, alcohol beverages
and tobacco, clothing and footwear.

This publication complements findings from previous surveys such as tBenfifiilcensus and the 2006 HIESd
other statisticapublications, allowing for additional trend analysis.

The project was made possible through financial support provided by the Asian Development Bank and the Unit
States Department of Interior. We are also grateful for the continued and valuablealesiipport from the Statistics
for Development Division of the Secretariat of the Pacific Community.

It is extremely important to extend special appreciation to the Palauan households that participated and responded t
survey. Successful completiohtbe survey would not have been possible without their cooperation and contribution.

Finally, | would like to recognize the Office of Planning and Statistics, including the household enumerators, supervist
and quality control officers for the succagsimplementation of this project and to the several individuals who
contributed to the work.

I hope the readers of this report have a productive and enlightening reading experience.

MinEter Elbrtji/Sadang
1

Ministry of ce
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Executive summary

Key results

Palau 2014 dHuseholdIncome andExpenditure Survey (all monetary amounts in USD).

Population Unit National Urban Rural
Estimated population (mid-2014) 17,581 14,334 3,247
Estimated number of households (mid2014) 5,946 4,961 985
Expenditure

Expenditure type

Total cash expenditure USD 000 85,363 72,804 12,559
Total gross home production USD 000 2,624 1,791 833
Total imputed rents USD 000 21,352 17,184 4,167
Total expenditure USD 000 109,339 91,779 17,559
Expenditure category

Final consumption expenditure USD 000 93,607 78,584 15,022
Non-consumption expenditure USD 000 13,300 11,080 2,220
Household investment expenditure USD 000 2,434 2,116 318
Average annual household gpenditure ? cash ushD 14,360 14,680 12,750
Average annual household expenditure total ushD 18,390 18,500 17,830
Income

Income type

Total net cash income USD 000 122,536 105,995 16,541
Total net home production usD 000 1,299 836 463
Total gifts (goods boughtand home produced) USD 000 2,665 2,191 473
Total imputed rents USD 000 21,352 17,184 4,167
Total incomein-kind from employer USD 000 4,366 4,239 127
Total income uUsD 000 152,218 130,445 21,771
Income category

Income from employment USD 000 99,394 87,099 12,294
Income from property USD 000 2,227 2,084 142
Imputed rents USD 000 21,352 17,184 4,167
Income from transfers USD 000 26,464 21,768 4,695
Other irregular income USD 000 2,782 2,308 474
Average annual household income cash usD 20,600 21,370 16,790
Average annual household income total usD 25,600 26,290 22,100




Household Income and Expenditure Survey ? objectives and outcomes

The Palaunational Household Incomeand Expenditure survey (HIES) was implemented over a 1-Pnonth period
from November 2013 to October 2014. This report is the first generated output of the HIES and it includes
information on the survey, interpretation and analysis of dataand an appendix of key expenditire and income
tables.

The 2014 HIESimplemented by the Office of Planning and Satistics, and adopteda new regional standardized
methodology that was developed by the Secretariat of the Pacific Community (SPC)

The main objective ofthe HIESwas to collect household income and expenditure information and an array of
socio-demographic data HIES data:

9 contribute to the revision of consumer price indices;

9 contribute to the compilation of national accounts estimates; and

1 provide information on the incidence of poverty in Palau.

Somel,145 households were selected (in private dwellings and workers quarterdp participate in the survey,
and the response ratewas 75.8% (i.e. 869 households responded)This response rate allows for statistically
significant analysis at the national, urban and rural level.

The results are summarized in five chapterswhich cover population profile, expenditure analysis, income
analysis and additionalanalysis. Theresults are summarized below

Population estimates

Fromthecmpt () %3 Opdpuldtiondodis €3limatdd to be17,580 people and the total number of
households is5,946 (4,411 households in private dwellingand 1,535 in workers quarters) The total population
consisted of 8,863 males (8%) and 8,717 femaleg49%), resulting in a sex ratio of 1.02 Less than onéfifth of
the population resides in rural areas (18%)

An average household size of 2.people was estimated (3.6 for household in private dwellings and 1.06 for
households in workers quarters).

Betweenthe 2012 censusand the 2014 HIES midpoint,0 A 1 Arfddalpopulation growth rateis estimated to be
0.28%.

About30% of 0 A1 Adpdlafion is less than 20 year®f age, and thenational age dependency ratids 422.

Household characteristics

About 55% of the households in Palau own their house, 21% rent and 24% lig®mewherefor free (no charge
for rent). Looking at private dwelling households only, 75% of theeown their house. There is a higher frequency
of renting in urban areas (519 than in rural areas (13%).

Two-third s of households (63%) live inafamily house detached from any other housend 26% live inabuilding
with two or more apartments. Most households(91%) have an indoor kitchen and 75% usea gas stove as their
main means d cooking. Almost all households(99%) are connected to the power gd and public water supply.
However, 58% drink of households drink water from the public supply and 20% drink bottled water. At the
national level, 60% of households are connected to thmiblic seweragesystemand use itastheir main source of

14Ee0 EO OEA OAOEI 1T 4& I Al AO O #&EAI AT AO ET O0Al AOs8 &1 O AgA
2 Age dependency ratio is the ratio of dependentspeople younger than 15 or older than 64 to the working-age population
Zthose agel 15-64. Data are shown as the proportion of dependents per 100 workingge population.



sanitation (in urban areas, 70% of households are connectedto the public sewer whereasonly 14% of
households in rural areaare connectedto the public seweiage systen.

In terms of communicatian, 72% of households are connected talandline phone (69% in urbanareasand 87%

in rural areas), and84% of the households own a mobile phone (at least one household member) and can access
the mobile phone network from home Nearly 20% of householdscan accessthe Internet from home (23% in
urban areasand 6% in rural areas).

Expenditure analysis

Expenditure is broken down by category (consumption, nortonsumption and investment expenditure), division
(according to the classification of individual consumption according to purpose (COICOP divisions and
subcategories) and type (cash, home produced,-kind receipts and imputed rents).

Total annual household expenditure was estimatedo be USD 109 million Of this expenditure, 86% is
consumption expendituwe, 12% nonconsumption expenditure, and 2% investment expenditure. Urban
households account for 84% of total expenditure, with rurahouseholdsaccounting for the remaining 16%.

In terms of expenditure type, B% of total expenditure is cash based, 2% hoenproduced and 20% imputed
rents. The structure of expenditure according to the type is similar in urban and rural areas

Consumption expenditure? the main expenditure category> EO [ AET 1 U AAGAERAIA©AAT OI1 O
(35%, mainly due toimpO A A  Ofbdda@r@admA IOAT ET 1 E A 20%, énd taAsgoftatiadn (1j3%). Rural

and urban areas allocatea OET E1 AO DOT Bl OOET 1T loukindati®DEAEOQOBBAD 6O} v ©/
39% in rural), food (19% in urban and 23%in rural) and transportation (13% in urban and 14% in rural).

Nationally, food and norA1 AT ET 1 EA AAOAOACA AgbATl AEOOOA EO All 1l AA
fish and seafood (14%), vegetabk(12%) and other, although half of the value of the fish consmed and 40% of

the value of vegetables consumed are home producetherefore, in term of cash expenditure, the main cash
expenditure on food and nonralcoholic beverages is on bread and ceref@26%) and meat(23%), usingCOICOP
(classification of individual consumption by purpose) divisions

In terms of housing and utilities,the majority (6 5%) of expenditures are imputed rents3.

Expenditure is not evenly distributed among households, with the top 20% of the population accounting for more
than 40% ofthe total expenditure (60% of cash expenditure)A national expenditure Gini Coefficient of 0.43 was

AA1 AOI AGAAn ET AEAAOET ¢ OAI AOCEOAT U O1T ANOAT AEOOOEAOOL

Income analysis

Income is broken down into five main categoriegemployment, property, home production consumed, transfer,
and irregular gifts and casual), subcategories (wages and salkes, business, subsistence, home production,
capital, remittances, pensions, scholarships) and income type (cash, home producedkiind receipts, imputed
and intermediate).

&OT 1T OEA ¢ mp total anried househaldl iAcoretas €timated to beUSD12 million . Employment
income accounts for65% of total income by category, followed by income from transfers (17% including
remittan ces, social benefits and scholarshg) imputed rents (14%), and capital and casual income making up
the remaining 3%.

3 Imputed rents are owner occupier (or households that live in their dwelling for free) estimates of the amount that the
household would pay if it were to rent the dwdling that they occupy. It is an economic measure of the value of the service
that owner occupied households receives from living in their dwelling.
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In terms of income type,80% of total income is cash income, followed by the value of imputed rents4%), in-
kind income from employer (3%), gift received %) and about 1% from home production.

Income from employmentconsists mainly of wages and salaries90%), and income from household business
(8%) . Subsistence activitiesthat are market oriented (e.g.agriculture, fishing, livestock and handicrafts) account

for only 1% of the income from employmentHome production for own consumpton makes up the remaining
1%.

In terms of cash income, wages and salariegcount for the greatest proportion(69%) of income, followed by
other transfer income (21%, which includes mainly social security benefit and pensions)At a lower level,
household businesgscontribute 6% to the total cash income.

On average, urban householdseceivedanincome of more than 20%of that of rural households The stucture
of household income is slightly different when urban and ruralareas are consideredWages and salaries
represent 57% of the total householdncome inurban areas and 44% in rural areas Converselyh oth@r transfers
ETATT A6 j 1 AET 1benefiisndl Bediors)@uk Aighé i @ital areas(almost 20% of the total incomeg
than in urban areas(16%) and of course, income from subsistence activitighat are market oriented and home
production for own consumption are higher in rural areas (all tgether represening 5% of total household

income in rural areasand 1% in urbanareas).

The distribution of income throughout the population demonstrates a high degree of income inequality, with the
poorest 50% of households in Palau accounting for only5% of the total householdincome. Anational income
Gini Coefficient of 0.49 was calculated, indicating relatively unequal distribution of income among households in
Palau.

11



Section 1: Survey overview

Introduction

This report is the first generated outom the Palal?014 Household Income and Expenditure Survey (HIES). The
report provides survey overview(including kackgroundnformation and bjectived and a main analysigthat includes
a population prdile, expenditure analysiand ncome analys)s

A second report has been produced to address the main methodology issues associated with the survey, Kegusing o
conceptanddefinitions survey proceduresand sirvey materialsised (giestionnairesnd dassification codés

Aside from these twoeports, additional outputs will be produced in the future to address other key survey objective:

as outlined below. These shortepecific reports will address key sectors covered in the FHiE® other key outputs
produced from the survey will addressonomic statistics.

The Republic of Palau

The Republic of Palau became an independent nation on 1 October 198#th the implementation of the Compact

of Free Association between Palau and the United StatesArherica. Thegovernment of Palau consists 016
states: Kayangel, Ngerchelong, Ngaraard, Ngardmau, Ngiwal, Ngeremlengui, Ngatpang, Melekeok, Aimeliik,
Ngchesar, Airai, Koror, Peleliu, Angaur, Sonsorol and Hatohobei.

Palau stretches from about 2to 8° north latitude and 1310 to 135° eastlongitude, and covers 189miz2 of land
area, including the rockislands. Thesurrounding sea area includes an exclusive economic zone extending over
237,850 miz.

The capital of Palau was relocated to Ngerulmud, Melekeok, in 2QQ8owever, Koror remains the economic
center for Palau, with a land area of 7.ii2where two-thirds of the Palauan populationresides. Kororlies just
south of Babeldaoblsland, which consists of 153 mi2 of undulating forests, grasslands, rivers, waterfalls,
wetlands, mangroves and some of thmost beautiful beaches

Babeldaob isO A1 AafyésOsland, making upB0% of the AT O1 @@IUahdarea. Babeldaob Island consists of
10 states: Ngerchelong, Ngaraard, Ngiwal, Melekeok, Ngchesar, Ngardmau, Ngeremlengui, Ngatpang, Aimeliik
and Airai.

Palauis made upof more than 340 islands, with only8 beinginhabited. Theseare, from northeast to southwest:
+AUAT CAT h " AAAT AAT AR +1 01T Oh 0A1T Al EOh ! Re&.MGBs0Oflhe iBlandsOT O
are volcanic, and others az raised limestone

0A1 AOGO AEOOAT AA O1 1| i&ad f@owA HaddgKoy 173nm] HoDIg A449nm,iSEN A O
Francisco 5,751nm, Shanghai 1,67%m, Sydney 3,319m, and Tokyo 1,890nm. The Republic of Palau is nine
hours ahead of Geenwich Mean Time and is in the same time zone as Japan.

Palau® economy

During the economic downturn in Palauin years 2008 and 2009,0 A 1 AGOBféll by 3% and 1%, respectively,

reflecting the world financial recession In 2010, the economy grew by 1.3%and gathered momentum in 2011
and 2012 with a surge in touristarrivals. In 2013, the economy contracted by 1.6%, with a significant drojff in

construction activity and declining tourist arrivals.

4EA AATTT T UBBO AOOE IwAsBA% refe@ihgsttdiy grEktiOin tqurismtand relatedactivities.
However, the current level of economic activity is below that attained in the mi@000s when large infrastructure
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projects and a vibrant tourism industry led to a record GDPThe estimated real GDP gr capita grew by USD
1,028 since the 2006 HIES, from USD 9,500 to USD 10,528 between 2006 and 2@bpectively.

Background to Household Income and Expenditure Survey

The PalauOffice of Planning and Statistics (OPS) conducted the previous HIES in 2006th 1,060 households
being selected in the survey, of which 776 respond€g@3%) with sufficient data to significantly contribute to the
survey analysis For the 2014 Palau HIES, 1,145 households were selected in the sunayd the response rate
was 76%.

The 2014 Palau HIES adoptl anewly developed standardized HIES methodology for the Pacifislandsregion.
The new approach, currently being developed by the Secretariat of the Pacitmmmunity (SPC), hasesulted in
improved survey forms being used fordata collection, and involved collecting the data over a t&onth period
to account for seasonathanges in income and expenditure patternsandto keep the field team to a smaller
better qualified group. These changes should help towardseang significant improvements in dataquality. This
is a significant change from the 2006 HIES where data collection took place ovesigmonth period.

Survey objectives

AnHIES collecs a wealth of information on notonly income and expenditure, but alson ahousehd Aatd@sgo
and use of certain facilities andassets.

The standardized HIES being developed for the Pdsitimdsregion, and being used by Palau for the 2014 survey,
aims to produce typical key outputs that focus on:

1) obtairing expenditure weightand other useful data for the revision of thasumeiprice index;

2) supplemenhg the data available for use in compiling official estimates of various components in the Systen
of National Accounts;

3) supplemering the data available for production of thalance ofpayments; and
4) gathemg information on poverty lines and incidence of poverty throughout Palau.
In addition, the survey outputs aim to produce useful indicaiodsnformationon a range of sectors covered in the

survey. Whilethe focus is onncomeande x pendi t ur e, hoand sise bf cdrtainsatilities @rd assets are
alsoanalyzed. Shorectorbased reports will address topics of most importance to Pacific Island nations, such as:

Food security Education Gender

Fisheries Laborforce Homeproduction
Agriculture Transport Food in general
Health IT/Communication Ceremonies/Gifgiving

These outputs will provide basic data for social and economic planning and policy development.

Survey procedure

The 2014 Palau HIES focesl on geneiating reliable results at the national level, witha secondaryfocus on
producing results for the urbargrural split. The urban population consists of the states of Koror and AiraiThe
rural population of Palau refers to all other statesexcluding the dates of Hatohobei and Sonsorolwhich are
located a great distance away from the main populatiooenters, and are very difficult to reach and only include
a small proportion of the population (0.1% of the national population based on the 2012 census).

The sampling frame used was the 2012 Palau census, which provided population figures émeryoneliving in

both private households and group quarters €.g.worker barracks, school dormitories prison). The sampling
selection was done separately in privatelwellings and group quarters

13



For private dwellings, the selection process was different in urban and rural argaln urban areas, the sample in
Koror and Airai was selected separately within each statéThe process was to sort the households in eaclate
by their geographical position, and therrandomly select households irthis list in order to achieve the desirable
sample size In rural states, the sample was distributed to each state proportional to the number of households

For the group quaters, the strategy adopted was to combine group guarters togethepshat there were roughly
20 people or more residing within them (these combined group quarters are referred to as primary selection
units or PSUs)A sample of PSUs was then selected usipigpbability proportional to size (PPS)sampling. Within
each selected PSU, a sample of jdoplewas selected using systematic sampling from the list of gtleople living
within that PSU. The list was updatedwithin each selected PSU prior to the roundni which it was selectedand
selectionswere based on the updated list.

It is important that this list was converted to household units rather than peopldecausethe data for the survey
was collected from the householdunits. In most casesthe personwasthe householdunit; however, therecould
have beencases where a couple could be living together in a group quartén, which casethey should be listed
as one household.

Tablel: Questionnaire status

Status No. of family units Percentage of family units
Household out of scope 35 3.1%
Vacant dwelling 59 5.2%
Non-interview after three attempts 22 1.9%
Other (refusal, funeral other) 115 10.0%
Other loss 37 3.2%
Made contact and completd the interview 877 76.6%
Total 1,145 100%

More than 76% of the interviews were conductedvithout any issues(household in scopeof the surveyand agree
to collaborate). The main reason for nd conducting the survey was refusal (almost 10% of households).

Although 877 family units were interviewed, 8 were removedfrom analysisbecause too muchinformation was
missingon the survey form In total, 869 valid interviewed household were kept in the analysis.
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Table2: Response rates for households in private dwellings

Code State Selected Icnc:ﬁ:;:g;'; ds Rersgtznse
14 Koror 480 355 73.%
Urban 7 Airai 160 119 74.4%
Total 640 474 74.1%
1 Kayangel 10 0 0%
2 Ngarchelong 30 27 90.0%
3 Ngaraard 30 22 73.3%
4 Ngiwal 20 18 90.0%
5 Melekeok 30 25 83.3%
6 Ngchesar 30 29 96.7%
Rural 8 Aimeliik 30 30 100.0%
9 Ngatpang 20 19 95.0%
10 Ngardmau 20 20 100.0%
11 Ngaremlengui 30 29 96.7%
12 Angaur 20 12 60.0%
13 Peleliu 50 35 70.0%
Total 320 266 83.1%
[ Total | 960 740 77.1%
Table3: Response rates for households in worker barracks.
Selected Interview scompleted Response rate
Urban 135 81 60.0%
Rural 50 48 96.0%
Total 185 129 69.7%
Tabled: Response rate for all households.
Selected Inter view s complete d Response rate
Urban 775 553 71.3%
Rural 370 316 85.4%
Total 1145 869 75.9%

Error measurements

No formal measure of sample errors has been calculated for the survey resulion-sampling errors cannot be
readily measured and include isues such as
91 both respondents and interviewers not completelyunderstanding what was required from the survey
1 the questionnairesbeingin English, which is a second language ftwoth interviewers and respondents
9 the exclusion of remote areas and institions from the sampling frame.

The methodological report provides a section on data quality.

15



Section 2: Population profile

This section of the report aims to undertake some basic demographic analysis of the characteristidsewEesvho
were parbf the 2014 HIES sample survey, and compare these to the results from tmaird0dhsus.

Although the characteristics of the populatlmased orthe 2012mini census and @4 HIES are not expected to be
identical, it is hoped the rough distributiontbé two populations will be similagiven hat tie time difference between
the two surveys was quitdose. Similaritiesn the population structure for the two surveys will support the HIES sample
asbeing representative of the Palau population.

Demographic profile

Estimated population of Palau at the time of the HIES

The first section of the analysis shows the population cour® ol grnivdtesdwelling populatiomvasderivedfrom
the 2012mini census. Usingata projection, these figures have beetatged to estimate the number of households and
peopleduring the midpoint (April 2014) of the 2014PalauHIES.

As can be seen fromaltablebelow, it is estimated that thetal population has grown from 17,5@12012to 17,580
in 2014 This reflects gopulation increase of 0.5% betwethie twosurveys.Table5 further details the changes by
urban and rurgbopulations

Figure 1 illustrate® a | aapdlation distribution with more than 80% thk people living inanurban area and the
remaining in rual areas.

Table 5: Population by area and change since las.

census
2012mini
0,
Area census 2014 HIES % Change = Urban = Rural
Urban 14,202 14,334 0.9% 100%
Rural 3,299 3,247 -1.6%
80%
Total 17,501 17,581 0.5%

60%
The second componentthie populatioranalysis compares the

population structure witnessed during the 2012 Mini Cen|  40%

with the population structure from the sample of household .
the 2013/14 HIES. 20%
0%

2012 Mini Census 2013/14 HIES

Figure 1: t I f I dzQa dzNH |
population.

Table6 presentshe comparisonf sexratios between the 2012 mini census and the 20ESHthe latteindicateshat
the male population has slightly declined while the ferpalgulation hasncreasedetween the two surveyBueto
the decline inthemale population, the sex ratikewise declined bynearly 9%.

This is also the case fortte population pyramid, whichshowsthe difference in the population structure between
the 2012 mini census and the2014 HIES The results as the 2012mini censusand the 2014 HIES were not
expected to be similar because the censisa complete enumeration whereasthe HIES is a partial enumeration
(also known as sample surve); of which the results are used to estimate characteristias an entire population.
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Table6: Comparison of sex ratios between the 2012 mini census and #1014 HIES.
2012mini census 2014 HIES
Area Males Females Sexratio Males Females Sexratio

Urban 7,506 6,696 1.12 7,254 7,080 1.02 -8.6%
Rural 1,711 1,588 1.08 1,609 1,638 0.98 -8.8%

Total 9,217 8,284 111 8,863 8,718 1.02 -8.6%

% Change

Female-Census (2012) Male-Census (2012) OFemale-HIES (2014) OMale-HIES (2014)
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Figure2: Population pyramid showing the difference in the number of males and females in each age
category between the 2012 mini census and the 2014 HIES.

The population pyramid (Figure 2) shows the distribution of thaufation by fiveyear age groups and by s&ach
bar corresponds to the share of the age group araf #extotalpopulation. Duringhe 2014 HIES, young people aged
0i 14 made up 21% of the population, whileopleof working age, 1664 accounted for1% and ages 65 anaver
made up the remaining 8%.

Table7 shows the percentage changes by sex and age group between the 2@&Psnimiand the 2013/14 HIEe
number of male and females aged 0O to 14 increased in over the period, while the warkirigtag4, declined in male
population while the female increased, and the offset resulted in a slight decline in the total population igithigpage
Of all three groups, the older age group, ages 65 and over, increased the most (by approximately 15%
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Table7: Population by sex and age group for both the 2012 census and the 2014 HIES.

2012mini census 2014 HIES % Change
Age group Males Females Total Males Females Total Males Females Total
0¢14 1,845 1,687 3,632 1,929 1,766 3,695 4.6% 4.7% 4.6%
15¢64 6,897 5,917 12,814 6,402 6,157 12,559 -7.2% 4.1% -2.0%
65 + 475 680 1,155 532 795 1,327 12.0% 16.8% 14.9%
Total 9,217 8,284 17,501 8,863 8,718 17,581 -3.8% 5.2% 0.5%

Dwelling characteristics
The third compnent of analysis for this section contains informatiorcloaracteristics oflwellings in Palau, which
werecapturedoy the 2014 HIES.

Table 8 below shows that metal roofing is quite common in both urban and rural aidasbout 77% of urban
dwellingsand 93% of the rural dwellings using medalaroofing material The tablealsoshowsthatthe mostommon
type of material used for walls and flaas concrete.

Table8: Main materials used for dwellings in both urban and rurateas by type of material used.

Urbanareas Ruralareas
Main material Concrete Metal Wood Other Concrete Metal Wood Other
Used for roof 21% 78% 1% 0% 6% 93% 1% 0%
Used for walls 47% 14% 38% 1% 37% 28% 34% 0%
Used for floor 69% 29% 1% 1% 64% 35% 2% 0%

Of the 5,946 households in Palau, 83% are in urbars aigige the remaining 17% are in ruraleasThe number of
householdin urban arestotaled 4,96 1of which 99% havaconnection tahepublic water supply as illustrated below
in Figure3.

Urban

Not connected
0%

Figure3: Percent of dwellings connected to public water supply by urban and rural areas.

Figure 4 indicates that the main source of sanitation is quite different in urban and treveasalhe najority of
householdén urban areas are connecte@fmublic seweage systemwhile themajority in rural areassesaseptic tank
asthemain source of sanitation
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Public sewer 1 Septic tank and others

100%

60%
0,
40% 68%
20%
0% 13%
Urban Rural

Figure4: Main source of sanitation in Palau by urban and rural areas.

Figure 5showsthat 100% of urban households and 99% of racaisehold haveaccesdo the public electricalpower
grid. In addition to the use of public electricity sourcggpraximatelyl0% ofhouseholds havaccess to aalternate
powersourcepf which 90%corsist ofprivategenerators and the remaining 18%ainly solar orvariousother means

Urban Not connected Not connected
0.0% 1.4%

Rural

Figure5: Dwellings connected to public power grid by urban and rural areas.

Figure 6 shows that 72% of both urban and rural househaldsaccess to a landline phone connection, of which 99%
have working landline phones.
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mYes mNo

100%
80%
60%
40%
20%
0% . . .

Urban-Own activeRural-Own active Urban-Mobile Rural-Mobile
mobile mobile signal signal

Figure6: Access to landline phone. Figure 7: Ownership of activated mobile phone and mobili
signal.

Figure7 above illustrates the ownership of activated mobile pham#range oimobilesignd coverage Approximately
90% ofall households in urban areas and 60% of households in rural areas own at least one actiydomabifeor
mobile signal coverage, 9966 households in urban areas and 92% in the rural areas said they wereamijeof a

mobile signal.

mYesmNo

Access to wired Internet Access to wireless Internet

100%

80%

60%

40%

20%

0%

Figure8: Access tdnternet connection

Figure 8 above shows that only a few households have access to wired and/sshutesieet. Mosbf those who have
access tawired connection useBHomened andthe majority of those with access to wireldagsernet are usingafau

NationalCommunicationsCorporationhotspots
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Section 3: Expenditure analysis

Introduction

This section provides some definitions, including the formation of main expenditure categories, the finer level
division of expenditure categories (including the use othe classification of individual consumptionby purpose
(COICOPfor consumption expenditures), and definitions of expenditure types.

Following this is the main expenditure analysis, which includes distribution of household expenditusdby major
category and type, detailed analysis of expenditure categories, distribution of households with ceartaypes of
expenditures, comparison of expenditurs with the 2006 HIES, expenditurs by quintile and household
characteristics, and finally, household expenditure by area and dwelling type.

Formation of main expenditure categories

Section 3 of this repot covers the analysis undertaken on expenditure anddisbursementsinformation collected
during the 2014 PalauHIES.

A main considerationin the development of this chapter was how best to classify the data collectada way that
would provide the most meaningful results tousers. Assuch, the format was based on Resolution 1 from the
Seventeenth International Conference of LabdBtatisticians. Thisresolution proposes the following breakdown
for classifying expenditures.

1. Consumptionexpenditure
1.1. Houselold consumption expenditure: The value of consumer goods and services acquired, used or
paid for by a household through direct monetary purchases, owaccount production, barter or as

income in-kind for the satisfaction of the needs and wants of its membsr

1.2. Otherconsumption expenditures: The value of consumer goods and services acquired or used by the
household through transfers fromthe government, nonprofit institutions or other households.

2. Non-consumption expenditures: Those expenditures incurred bya household as transfers made tthe
government, nonprofit institutions and other households, without acquiring any goods or services in
return for the satisfaction of the needs of its members.

Other information that will is useful in completing the exenditure and disbursement composition of the
household includes:

3. Investments: Covers expense items incurred by household members for financial security or
accumulation of significant assets, such as a house (including improvemsenf the house) andnachinery.
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Finer level divisions and subcategories for main expenditure analysis

Consumption expenditure

For tabulation purposes, the analysis separates category 1, consumption expenditure, into divisions conforming
to the COICOP classificatioguidelines. Ths results in the following 12 divisions being formed in the tables for
addressing consumption expenditure:

food andnon-alcoholic beverages

alcoholic beveragestobacco andnarcotics
clothing and footwear

housing,water, electricity, gas andother fuels
furnishings, household equipment and routine householdmaintenance
health

transport

communication

recreation andculture

education

restaurants andhotels

miscellaneousgoods andservices

=4 =4 =4 =8 a8 =8 -8 - oo s

Non-consumption expenditure
For category 2, norconsumption expenditure is divided into subcategories of importance tdPalau. Thesix main
subcategories include:

cash donatiors for special events and ceremonies

cashdonations to support other households (in Palau or overseas)
cash transfers tochurch

taxes

donations to community, school and/ or village

other donations (eg. charitable contributions)

= =4 =4 =8 =8 =4

Special eventdnclude weddings, funeralsand birthdays. Except for taxes, theother five represent some sort of
assistanceor support to the community (or to another househot, church, village, school)

Investment
For category 3, investments were only collected unddour subcategories:

land purchase

house purchaseand/ or major alteration of dwelling
plants, equipment

home mortgages

=A =4 =4 =4

Although households selectedor the survey were askedif they purchased a house, no cases arose during data
collection.

Type of expense
To add further value to the analysis, effort has been made throughout the survey to determine hewxpenditure
took place. Fivemain expenditure types have bee created to establish the manner in which the expenditure took

place:

9 cashand/ or in-kind purchases
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home production

in-kind receipts z expenditure for the benefit of another household
in-kind receipts z home production given away

imputed rents

= =4 =4 =9

Further explanations fortheseare provided below.

Cashand in-kind purchases

Cashand in-kind purchases represent any purchases made by the household for goods or services for which a
payment was made by théhousehold. Thepayment can be made in the form of a cagpayment or paymentin-
kind (i.e.the household pays for the gooslor service with something other than cash)in the situation where a
purchase is maddn-kind, the household is required to estimate the value of the itemor service they exchanged
for their purchase.

Home production

Home production in the expenditure tables only covers the value of itemthat were home produced by the
household and then consumed by thatousehold. Anyhome production given away or sold by the household is
not regarded asanexpense. Irthe case of the selected household being given homeoduced items from another
Ei OOAEI 1 Ah OEEO xEl Il -BARAl ETGRAOMBARROEI OEA cOi 6p OEId

In-kind receipts

In-kind receipts cover noncash gifts given away bya household, which in turn are consumed by another
household. Thismay be a homeproduced item given away to another householdr any other goods bought for
the benefit of other households

Imputed rents

Imputed rents represent the value of the house fothe owner and the people who live in their main house for
free (rent free). An estimation of the monthly rent of the house (if they were to pay a rent) provided by the
respondent makes it possibleto determine this amount.

23



Expenditure analysis z main tables and graphs

Distribution of household expenditure by major categories

As seenin Figure 9, most household expenditure and disbursements are associated with consumption
expenditure (82%), which as detailed earlier, represents items that the household consumigself. This analysis
includes cashandin-kind purchasesand home production consumed and gift given away outside the household
Non-consumption expenditure accounts for 5% of all household expenditures followed by investment 3%).

Investment 2.8%

Non-consumption
expenditure, 15.1%

Figure9: Percentage of expenditure anddisbursemens by major categories

Figure 10showsthat the majority of expenditureO O1 A A éhsuditidn expdhditured A A Gsha§sbaiatdd

x ECOod @ahd nonAl AT ET T EA A A OvAich AdpshitGrés 23%cofptire @ptal consumption expenditure

04 OAT ODIiOWBABKE indstdsignificant group (¥%) followed A Uhi @ OET ¢ AT A % )D.OMEdnE OE
combined, thesethree COICOP divisions account fonearly 60% of household consumption expenditures.

O- EOAAT ICAT ADOOAT A  OA OOE A% GicohblAfeveddes) tobBEc@and metel nuts'd h

@ i1 01 EAKOEAD G EOEET @achabbbuBtdi bhve®rd5% and 6% The remaining 15% of the
consumption expenditure comes from @lothing and &1 1 O x Aekrédion an® A O1 O G&hadants abd

ET OAAD@AR OE I hiA & 1 @ifh Adcddinting for less than 5% of the total consumption expenditure.

4|t is noted that alcoholic beverages, tobacco and illicit substances (including betel nut) expenditungere not captured in
the questionnaire modules; they were singularly collected through the household diary. Given the sensitive nature of this
expenditure division, it is suggested that there may be the possibility for undereporting of expenditure on this COICOP
division by using the household diary. In other Pacific Island countries, this COICOP division typically accounts for aéigh
proportion of household expenditure.
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01 - Food & non alcoholic beverag

07 - Transportation

04 - Housing & utilities

12 - Miscellaneous goods & servic

02 - Alcohol, beverages & betel nut

08 - Communication

05 - Furnishing equipment & maintenanc
03 - Clothing & footwear

09 - Recreation & culture

m Cash m Home produced

10 - Education
06 - Health

0% 5% 10% 15% 20% 25% 30%

Figure10: Percentage of total final consumption expenditure by COICOP division|Q@® divisions d
12).

Figure 11 shows the breakdown ofthe non-consumption expenditure categorywhich amounts to 15% of the

total expenditure, by sulcategory. ASA AT AA OAAT h OAAOQAIT T 1 EAOCOH#HAKEEA ADH A
Oi EIT OOAE ud aisignificaht ArépArtion atalmost 21%, @A OE AT 1T AOCOET 1 O Ol 6%Add OA E
OATTAQCETT O O1 AOOI AEAOQET ickadtablecd OMIZIAIOA ReQIEMDAMERAINANGES. ofA T A
non-consumption expenditures.

Other charitable0.1%

Taxes and fined%

Cash donations to
associations2%

Cash donations to churg¢h
6%

Figurell: Percentage of norconsumption expenditure by category (na€OICOR)

Z A AN N~ o~ A Lo oA o

Investment expenditure consisted of OET OOA AT T OOOOAOQEI 16 joubpgh ObdndOCA
ANOGE DI Ad)Trollowing thesewasOD OOAEAOA T AwhickhdccAunteddor thd rér@iling 126.

25



Purchase of land or
house
11%

Mortgage payment
27%

Figurel2: Percentage of the investment expenditure by subcategory (REGOICOP).

Annual expenditure amounts by category and type

The following three tables (Tables9, 10 and 11) show the aggregated dollar amounts spent by Palauan
households on each of the consumption and neconsumption expenditure categories as well agmvestment. To
provide additional information, consumption expenditure has been divided into three categories® A A OBl E 1
DOOAEAOGAGHh OEI T A DPOI AGHOEAR A Athddxdhalsisdsiprovidéd fohdach Offfese
OEOAA O Adninik éperEiituted O(Bdpendix A).

Table 9 shows that Palauan households spent almost USD88 million on goods and sevices, donations and
investments in 2014 (total expenditure, excluding imputed rents), with the vast majority of this being cash
purchases that account for USD 83.4 million (8%). The consumption of homeproduced goods accounts for an
additional USD 1.9 rillion (2%), with in-kind receipts making up the remaining USD 2.6 million (3%).

Table 9 also shows that Palauan households pay USD 13.3 million on expenses theypadioconsume themselves
(cash donations) the majority ofwhich are ceremonies such as weddgs, funerals and birthdays.

In terms of average annual household expenditufe Table10 shows that households in Palau consume on
average USD 14,800 per annum (consumption, neonsumption and investment expenditures, excluding
imputed rents). Non-consumption expenditure (e.g.cash donations to ceremonies, other households, church)
consists of a large (5%) component of household expenditurgexcluding imputed rents).

Finally, when these figures are converted to per capita expenditure per year (Talilg), the average Palauan
consumes an estimated USD 5,000 per annum on goods and services (excluding imputed renfd)is amount
ANOAOAOG O SF®GanpromiuickiiEll 1 A AAOAOACBOBRC 5ABA 0QQEIT B C
imputed rents), andUSDp w¢ tOART OBT 006 8

5Averages are noequivalized.
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Table9: ¢ 24+t | yydzl €

K2dzd SK2f R SELISYRAGdzNS o6& SELIS

Beneficiary: own
household

Beneficiary: another
household {n-kind)

Total

Home Imputed
Expenditure category Cash produced Cash Home produced rent
Consumption expenditure
01. Food and noialcoholic beverages 15,520 1,880 440 680 - 18,520
02. Alcoholic beverages, tobacetc. 4,200 10 50 50 - 4,310
03. Clothing and footwear 3,360 - 40 - - 3,400
04. Housing and utilities 11,400 - 230 - 21,350 32,9890
05. Furnishings, equipmeand maintenance 3,550 - 70 - 3,620
06. Health 1,370 - 20 - - 1,390
07. Transportation 12,120 - 60 - - 12,18
08. Communication 3,890 - 20 - - 3,910
09. Recreatiorandculture 2,320 - 40 - 2,360
10. Education 1,350 - 70 - - 1,420
11. Restaurantandhotels 2,030 - 160 - - 2,190
12. Miscellaneous goadndservices 6,610 - 740 - - 7,390
Total consumption expenditure 67,70 1,890 1,930 730 21,350 93,610
Norn-consumption expenditure
Ceremonies 9,450 - - - - 9,450
Cash donations to households 2,760 - - - - 2,760
Cash donations to church 790 - - - - 790
Taxes and fines 70 - - - - 70
Cash donatios to associations 220 - - - - 220
Other charitable 10 - - - - 10
Total nonconsumption expenditure 13,300 - - - - 13,300
Investment expenditure
Purchase of land or house 260 - - - - 260
House construction 860 - - - - 860
Plant or equipment 650 - - - - 650
Mortgage payment 660 - - - - 660
Total investment expenditure 2,430 - - - - 2,430
Total household expenditure 83,49 1,890 1,930 730 21,350 109,340
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Table10: Average anmal household expenditure by expense category and expense type (in 8SD)

Beneficiary: own
household

Beneficiary: another
household {n-kind)

Total

Home Home Imputed
Expenditure category Cash produced Cash produced rent
Consumption expenditure
01. Food and noialcoholic beverages 2,610 320 70 120 - 3,120
02. Alcoholic beverages, tobacetc. 710 10 10 - 730
03. Clothing and footwear 570 - 10 - - 580
04. Housing and utilities 1,920 - 40 - 3,590 5,550
05. Furnikings, equipmenand maintenance 600 - 10 - - 610
06. Health 230 - - - - 230
07. Transportation 2,040 - 10 - - 2,050
08. Communication 650 - - - - 650
09. Recreatiorand culture 390 - 10 - - 400
10. Education 230 - 10 - - 240
11. Retaurantsand hotels 340 - 30 - - 370
12. Miscellaneous goadndservices 1,110 - 120 - - 1,230
Total consumption expenditure 11,4 320 320 130 3,590 15,760
Norn-consumption expenditure
Ceremonies 1,590 - - - - 1,590
Cash dongons to households 460 - - - - 460
Cash donations to church 130 - - - - 130
Taxes and fines 10 - - - - 10
Cash donations to associations 40 - - - - 40
Other charitable - - - -
Total nonconsumption expenditure 2,240 - - - - 2,240
Investment expenditure
Purchase of land or house 40 - - - - 40
House construction 150 - - - - 150
Plant or equipment 110 - - - - 110
Mortgage payment 110 - - - - 110
Total investment expenditure 410 - - - - 410
Total household expenditure 14,09 320 320 130 3,590 18,380

6 Tables 10 and 11 are average household and peapita expenditure respectively. They were calculated as the total
aggregated annual household expenditure (Table 9) divided by the population (households = 5,946 for Table 10; persons =
I OA Otkafadtabled Havebeemroundad, EnAhere Oy Befslight 1

pxhuyp
differences due to rounding.
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Tablell: Average annual per capita expenditure by expense category and expense type (in USD).

Beneficiary: own Beneficiary: another
household household {n-kind)
Total

Home Imputed
Expenditure category Cash Home produced Cash produced rent
Consumption expenditure
01. Food and noialcoholic beverages 880 110 30 40 - 1,050
02. Alcoholic beverages, tobacco 240 - 250
03. Clehing and footwear 190 - - - 190
04. Housing and utilities 650 - 10 - 1,220 1,880
05. Furnishings, equipmeand maintenance 200 - - 210
06. Health 80 - - - 80
07. Transportation 690 - - - 690
08. Communication 220 - - - 220
09. Recreatiorandculture 130 - - 130
10. Education 80 - - - 80
11. Restaurantand hotels 120 - 10 - - 120
12. Miscellaneous goadandservices 380 - 40 - - 420
Total consumption expenditure 3,860 110 190 40 1,220 5,320
Non-consumption expenditure
Ceremonies 540 - - - - 540
Cash donations to households 160 - - - - 160
Cash donations to church 50 - - - - 50
Taxes and fines - - - -
Cash donations to associations 10 - - - - 10
Other charitable - - - -
Total nonconsumption expenditure 760 - - - - 760
Investment expenditure
Purchase of land or house 20 - - - - 20
House construction 50 - - - - 50
Plant or equipment 40 - - - - 40
Mortgage payment 40 - - - - 40
Total investment expenditure 150 - - - - 150
Total household expenditure 4,750 110 110 40 1,220 6,220
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Distribution of consumption expenditure by detailed COICOP class

The following section shows the distribution of consumption expenditure on ezh COICORIlass The total annual
expenditure amount and distribution by COICOP division is provided in table below as a reference and to put the
figures presented in this section into perspective

Table 12: Total annual expenditue by COICOP division and expenditure typen ( { 5 Wnnno
expenditure distribution (%)

9ELISYRAGAINE 6! Expenditure distribution (%)
Home  Imputed Home Imputed
COICOHivision Cash  produced rents Total Cash produced rents Total
Food and noralcoholic beverages 15,950 2,570 - 18,520 17% 3% - 20%
Alcoholic beverages, tobacemdillicit substances 4,250 50 - 4,300 5% 0% - 5%
Clothing and footwear 3,400 - - 3,400 4% - - 4%
Housing and utilities 11,640 - 21,350 32,990 12% - 23% 35%
Furnishngs, equipmenand maintenance 3,610 0 - 3,620 4% 0% - 4%
Health 1,390 - - 1,390 1% - - 1%
Transportation 12,190 - - 12,190 13% - - 13%
Communication 3,910 - - 3,910 4% - - 4%
Recreatiomand culture 2,350 0 - 2,350 3% 0% - 3%
Education 1,410 - - 1,410 2% - - 2%
Restaurantand hotels 2,190 - - 2,190 2% - - 2%
Miscellaneous goaslandservices 7,340 - - 7,340 8% - - 8%
Total 69,630 2,620 21,350 93,610 74% 3% 23% 100%

COICOP divisionl: Food and non-alcoholic beverages
Total annual expenditire: USD 18.5 million
Percentage contribution to consumption expenditure20%

Bread and cereals i 22% ' '
Meat 19L/o
Fish and seafood! 7% | J(%
Vegetables | % 5%
Mineral water, soft drinks, fruit and vegetable juices 8% |
Milk, cheese and eggs 6% Cash
Food products nec 5% Home produted
Sugar, jam, honey, chocolate and confectioneny=49%
Fruit m2ogme 1%
Coffee, tea and cocoam=8%
Oils and fats =29
0% 5% 10% 15% 20% 25%

Figurel3: Percentage breakdown of foodnd non-alcoholic beverags.

accounting for 22% of the OT OAT AT 1 O00i POEIT 1T A@bPAT AEOOOAh A1 1
@WACAOAAIT hd dlasseddechudiXor twethirds of the total food and nonalcoholic beverageexpenditure.
Home producton (subsistence) is importantfor OEA O0OPPI U 1T £ OEFEOE AT A OAA
however, home production only accounts for 14% ofthe total food and nonalcoholic beverages expenditure.

O" OkddBA AOAAT 06 EO OEA | AET Ado& lahdingralcobofic bé\vbreég&fﬁnivisioEC)EE
17T xA
A [E

Figure 14 shows the origins of food consumed? cashpurchased or home produced by the household, or gifted
from another household, andshows that over onethird of fish and seafood consumed by Palauan households is
home produced. Inaddition to this, 13% of fish and seafood is gifted from one household smother and, of this,
the majority is home produced. Combininghnome produced and consumed with home produced and giftedne-

“Note that gifted from another household includes cash purchased and hoapeoduced gifts.
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