. Pdlestine Economic Policy Research Institute

Analysis of Palestinian Labor
Supply and Demand

By :
Basim Makhool

December 2000




Your complimentary
use period has ended.

y__2 e
T -Complete

Click Here to upgi rac

Unlimited Pages an

M A S

Palestine Economic Policy Research Institute

Analysis of Palestinian Labor
Supply and Demand

By Basim Makhool

December 2000



http://www.pdfcomplete.com/cms/hppl/tabid/108/Default.aspx?r=q8b3uige22

> PDF

Complete

Click Here to upgra

Unlimited Pages and E

Your complimentary
use period has ended.
Thank you for using
PDF Complete.

Research Institute (MAS) was founded in 1994 as an

n to address the socio-economic policy making process

hpplied economic and social policy research.
MAS MISSIONS:

Identifying developmental challenges and priorities and enhancing applied research.
Promoting participation of civil society institutions in socio-economic policy
formulation and decision-making.

Providing technical support to PNA bodies to enable them to function more
effectively.

Broadening public debate on socio-economic issues and ensuring oversight of
government performance.

Disseminating information and enhancing transparency.

Strengthening economic policy research capacity in Palestine.

R S S

Board of Trustees:

George Abed, Hani Abu Dayyeh/Deputy Chairman, Edmond Asfour/ Chairman, Kamal
Hassouneh/ Treasurer, Nadia Hijab, Taher Kanaan, Anis F. Kassim, Nabeel 1. Kassis,
Mabher El-Masri, Hassan Abu-Libdeh/ Secretary, Mariam Mar'i, Ahmad Qurie, Ismail Al-
Zabri, Ghania Malhis (Director).

Copyright © 2000 Palestine Economic Policy Research Institute (MAS)
P.O. Box 19111, Jerusalem and P.O. Box 2426, Ramallah
Tel: ++972-2-2987053/4, Fax: ++972-2-2987055, e-mail: MAS@planet.edu
Web Site : http://www.palecon.org


http://www.pdfcomplete.com/cms/hppl/tabid/108/Default.aspx?r=q8b3uige22

i : Your complimentary
- use period has ended.

B 3 CO m p I ete Thank you for using

PDF Complete.

Click Here to upgrade
Unlimited Pages and

M A S

Palestine Economic Policy Research Institute

Analysis of Palestinian Labor
Supply and Demand

By Basim Makhool

December 2000


http://www.pdfcomplete.com/cms/hppl/tabid/108/Default.aspx?r=q8b3uige22

Your complimentary
use period has ended.
B 3 CO m p I ete Thank you for using

PDF Complete.

Click Here to upgrade
Unlimited Pages and

Analysis of Palestinian Labor Supply and Demand

Prepared by:
Basim Makhool, Research Fellow at MAS, and Associate Professor at Al-Najah
National University, Nablus.

Editorial Assistants: Abed Alruhman Y.Abu Shammaleh (Arabic)
Karen Mann (English)

Layout: Lina Abdallah

Palestine Economic Policy Research Institute (MAS)
Jerusalem and Ramallah
December, 2000

©2000 MAS
——————— e



http://www.pdfcomplete.com/cms/hppl/tabid/108/Default.aspx?r=q8b3uige22

PDE

% Complete

CI)'ck Here to upgr:

Unlimited Pages ar

Your complimentary

use period has ended.

Thank you for using
PDF Complete.

tion Standards at the
¢ Policy Research Institute-MAS

The Palestine Economic Policy Research Institute —-MAS- engages in the
publication of applied research papers and studies related to the Institute’s
program in the area of economics and social science and conducted by full
or part time researchers.

The Institute abides by the following standards and procedures to ensure
the high quality of its research publications:

L.

The approved research project should be conducted or supervised by
a specialist senior researcher. The research must not have been
published previously or submitted for publication elsewhere.

The terms of reference of the study are approved by an internal
MAS scientific committee (consisting of senior researchers) to
ensure accurate goals, appropriate use of scientific methodology and
procedures and the timetable for completion.

The internal scientific committee supervises the work of the
researcher or team of researchers through periodic progress reports.
The initial draft of the study is reviewed by the scientific committee
for objective content-related amendments to be added to the second
draft.

The second draft is then submitted for evaluation in accordance with
the terms of reference to two or three external academic experts
specializing in the subject. Provided that there is a positive
evaluation by at least two experts, the researcher is asked to review
the study taking into consideration the objective recommendations
of these experts.

The study is presented for discussion at a public workshop attended
by academics, researchers, and representatives from public and
private sector institutions related to the subject of the research.
Comments and feedback from the workshop are incorporated into
the study and the final draft is reviewed by the scientific committee
to ensure that the necessary amendments have been made. The study
is then edited.

Research papers written in English are translated into Arabic and
published in both languages. An executive summary in English is
attached to research papers written in Arabic.
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Abstract

This study analyzes demand for Palestinian labor and its distribution
according to economic activity, skill, level of education per age group, sex
and geographical distribution, and at both aggregate and sectoral levels by
means of econometrics. The study also analyzes the labor supply in terms
of size, growth, contribution to work force, age group, level of education,
training and geographical distribution. Unemployment and its distribution
are examined according to various criteria, starting from 1970 through to
the first quarter of 2000. Structural changes during the period in question
are given special emphasis.

The following is a summary of the main conclusions and trends:

Initially, the demand for labor in the Palestinian territories fluctuated
dramatically in response to economic upheavals and the closure policy
imposed by Israel. The performance and role of the agricultural sector has
declined in recent years. In addition, the share of industrial labor fell in
both the West Bank and Gaza Strip but labor has risen in the construction
sector. The contribution of the retail, restaurant and hotel sector to
employment has remained stable with the exception of the Gaza Strip. The
contribution of the transportation, storage and telecommunications sectors
to employment in the Palestinian territories has also remained stable. Over
the same period, the services sector increased in importance and other
sectors, including public sector employment, also witnessed a significant
growth in their roles.

Changes in the distribution of employees in economic businesses are
limited to an increase in the significance of the services and construction
sectors in terms of their relative and absolute importance and a fall in the
importance of the agricultural and industrial sectors in employment. There
was also a rise in the number of employees working in primary
professions, high-level management, arts, and machine operators. The
contribution of employees, salesmen, craftsmen and agricultural workers
to employment in the West Bank fell while in the Gaza Strip the share of
skilled labor in agriculture and primary professions increased.

The share of employees in high level management, technicians, craftsmen
and salesmen to employment has fallen. There was also a rise in the
number of employees who had completed twelve years of schooling or
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It was apparent that the demand for labor in the Palestinian territories was
influenced by the volume of production and employment during the
previous period and also by wage levels. However, the degree of influence
differed from one economic sector to another and between the West Bank
and Gaza Strip. This issue must be addressed when formulating economic
policies to encourage employment.

Labor supply in the Palestinian territories is clearly affected by the size,
rate of growth and structure of the population. Palestinian society is
youthful in character and around 47% of the population are under the age
of 15. Compared with other countries, population growth rates are high.
There is low manpower per total population compared to international
averages and manpower participation rates are also low. Although female
participation rates in the labor force dropped sharply, there was a rise with
the arrival of the Palestinian National Authority.

Regarding levels of education, around 24% of the work force had
completed more than 12 years of education as opposed to 28.6% who had
completed 10-12 years of schooling. However, the rise in the percentage of
the educated labor force does not necessarily mean that educational output
is matching the needs of the labor market in terms of specialization and
required skills. Work force participation rates also rose with the increase in
educational level.

Unemployment in the Palestinian territories corresponds directly to the
number of workers able to reach their place of employment inside Israel.
Unemployment rates fluctuated from one period to another according to
the prevailing economic and political circumstances in the Palestinian
territories and according to the degree of closure used by Israel to limit the
flow of labor. Unemployment in the Palestinian territories has fallen
consistently since the end of 1995, although unemployment in the Gaza
Strip remains higher than in the West Bank. Moreover, female
unemployment rates are higher than those of males, albeit to a relatively
small degree. Unemployment is low among the illiterate, standing at
5.18% compared to 12.23% among those who had completed 12 years of
schooling (in the West Bank). The rate dropped significantly with an
increase in age. The highest levels of unemployment are found in rural
areas, followed by cities and refugee camps.
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S— the West Bank and Gaza Strip. That is, the
labor supply grew faster than the demand for labor. After 1994, the gap
increased to 129,000 workers in the West Bank and 57,000 workers in the
Gaza Strip. The annual increase in the gap averaged 2.3 thousand in the
West Bank (4.8% per annum) and 1.5 thousand in the Gaza Strip (5.1%
per annum).
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