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Preface

The Population, Housing and Establishment Census-1997 is the cornerstone of the efforts of
developing reliable up-to-date and comprehensive socioeconomic database.

PCBS is conducting Dissemination, Analysis, and Training for Effective Utilization of
Census Findings to enhance awareness among PNA, NGOs, and the private sector of
available statistical data in general, and Census findings in particular, as well as their potential
utilization and inter linkages with various socioeconomic conditions.

The outputs of the project cover the areas of dissemination, training and analysis of the
Census findings. This includes producing a series of user-oriented reports at different levels
of concern, including analytical, in-depth analysis, and summary reports, of which this report
comes as one of the products in this regard.

We hope that this project will contribute to improving the living standards of the Palestinian
society through strengthening the development planning process at various levels.

May, 2002 Hasan Abu Libdeh, Ph.D
National Director of the Census
President of PCBS



Summary
Introduction:

The Educational Sytem and Labor Market Demand is a pioneering study to highlight the
nature of the relationship between supply and demand in respect of universities’ graduates.
The study is mainly based on the findings and the data of the Population, Housing, and
Establishment Census 1997. It aims at studying and analyzing the output of the higher
education system and the extent of its relevance to the demands of the domestic labor market.
The study takes into consideration the existing gender gap in the labor market and will
suggest mechanisms to achieving the most possible range of compatibility between supply
and demand on university graduates of different fields of study and the nature of training and
rehabilitation processes needed to integrate the new graduates, the unemployed, and the
schools’ drop-out into the labor market.

The study concentrates on analyzing the existing problem and estimates the extent of such
problem. The estimation is based on the data obtained from the Census findings, with
reference to number of graduates and their traditional distributions by field of study, country
of graduation, and their relation to the labor market and economic activity. The study also
introduces the characteristics of the unemployed, including unemployed graduates and their
distribution by field of study and country of graduation. Besides, the study highlights the
extent of compatibility between jobs and training (rehabilitation). The study ends with a
number of conclusions and recommendations that would contribute to tackling the problem of
incompatibility between outputs of the educational system and inputs of labor market in the
Palestinian Territory.

Another aim of this study is to answer a number of research questions concerning the nature
of the relation between the educational system’s output and the real demand of the domestic
labor market. Such questions includ the relationship between university degrees, field of
study, and the actual jobs graduates occupy in the domestic labor market. The questions also
include the relation between the educational level, field of study, working in the Israeli labor
market, and the effeciency of the level of training and rehabilitation system in integrating the
unemployed graduates into domestic labor market.

Therefore, this study deals with the main fields of study, which the labor market demands
and those fields where there is a number of graduates in excess of the actual needs of the
labor market.

The study concentrates on determining and analyzing reasons and factors that affect the
compatibility between the educational system’s output with respect to the number of
graduates and fields of study, and the demands of the domestic labor market based on
quantity, quality and developmental directions.

Tabled data based on the census’ findings concerning the relation between academic degrees
and jobs were designed in order to achieve the most comprehensive analysis of the supply
and demand determinants concerning fields of study and the number of graduates, which is in
excess of the demand of the Palestinian labor market. The design of the data is based on the
third scale of job categories as well as the relation between unemployment and the university
degrees of the ever worked unemployed people according to their last jobs before becoming
unemployed. Consequently, the study would determine the most prominent fields of study
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that have a number of graduates (males and females), which is in excess of the actual
domestic labor market demand in the West Bank and Gaza Strip.

The study concludes with a number of suggestions and recommendations about realistic
solutions needed to tackle the negative factors that affect the compatibility between the
educational system output and the demands of the Palestinian labor market.

Population and labor force

The Palestinian society is young; the high natural growth level is one of it’s most
prominent population characteristics compared with other developing and developed
countries. According to Census findings, the total population of the Palestinian
Territory was approximately 2.9 million at the end of 1997. The number was
estimated to reach 3.4 million at the end of 2001. However, the population projections
indicate that the number of de facto population in the Palestinian territories will rise up
to 7.4 million by mid 2025.

More than 50% of the population of the Palestinian Territory lives in urban areas,
especially in Gaza Strip, which is known for its narrow rural areas compared with the
West Bank. Census findings indicate that more than 53.1% of the population lives in
urban areas, 31.0% lives in rural areas, and 15.9% lives in refugee camps. According
to gender distribution of the Palestinian population, for each 100 females there are
104 males in urban areas, 103 males in rural areas, and 102 males in camps.

Available statistics indicate that the rate of population growth, which has been
affected by high pure immigration after signing the Oslo Accords in 1994, will
decrease over time to 2.2 by 2025, and the total fertility rate will decrease to 3.06 by
the same year, though it will still be considered high to a far extent compared with the
international rate.

In 1999, the total fertility rate of the Palestinian Territory reached 5.6, which is
considered high compared with the international rate of the same year of 2.9.
Moreover, this rate is considered the highest compared to the rates of the surrounding
countries.

The Man Power (individuals aged 15 years and over) of the Palestinian Territory
constitutes approximately 52.9% of the total of the actually counted population
including 50.5% male Man Power. According to regional distribution, Man Power in
the West Bank amounts to 63.8% of the total Man Power of the Palestinian Territory
including 50.6% males. On the other hand, Man Power in Gaza Strip amounts to
36.2% of the total Man Power of the Palestinian Territory including 50.4% males.

According to the Census findings, 491,271 or 82.5% of the economically active
population of the Palestinian Territory are workers. The figure includes 89.6% males
and 10.4% females. According to gender distribution, 82.9% of of the total of the
economically active males are working, whereas 79.8% of economically active
females are actually working.

The number of workers in the Palestinian Territory was affected by the political

instability brought about by the second Palestinian Intifada (Uprising) sparked in late
September 2000 and the measures Israeli authorities imposed thereafter on the
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Palestinian Territory such as the tight military siege and closure . Henceforth, the
number of Palestinian workers, which according to the last Labor Survey of the 3™
quarter of 2000 (the last survey before the beginning of Intifada) totaled
approximately 661,000 dropped to around 506,000 during the Intifada (information
based on the Labor Force Survey of the 4 quarter of 2001.

Economic development in the Palestinian Territory over the years following the
Census show considerable changes with respect to the percentage distribution of
workers by economic sector, especially due to providing more indicators on limited
absorbing capacity of establishments in both local and foreign private sectors. There
has been an increase in the number of public servants following the economic
deterioration, which began with the second Intifada. According to the Census
findings, the local private sector absorbed the largest percentage of workers in the
Palestinian Territory totaling 41.1% followed by the public sector, which took in
19.9% of the workers and the private foreign sector, which managed to employ 18.2%
of the total of the Palestinian workers.

The findings of the Labor Force Survey of the 3™ quarter of 2001 indicate that
significant changes took place in workers’ distribution by economic sector, mainly in
Gaza Strip, which experienced large economic decline that brought about a 24% rise
in the percentage of public sector employees including an increase of 41% in Gaza
Strip and an increase of 18% in the West Bank. A matter that indicates a continuous
negative trend concerning the rapid growth in staff recruitment in the public sector
after establishing the Palestinian National Authority (PNA), which bears part of the
burden resulted from the limited absorbing capacity of the private sector, especially
following the decrease of the number of Palestinian workers in the Israeli labor
market, and the increase of unemployed and discouraged persons in the domestic labor
market.

It is noted that 24.4% of workers in the Palestinian Territory have been absorbed by
the construction sector. However, this ratio decreases during the periods of siege and
restricted movemment of Palestinian workers during which they are banned from
reaching their work places in Israel. About two thirds of Palestinian workers, who lost
their jobs in Israel as a result of the siege and closure of the Palestinian Territory, were
absorbed by the Palestinian construction sector. The manufacturing sector took in
15.1% of them and the Wholesale and Retail Sale absorbed 14.2%. Also, the
findings indicate that there are regional and gender-based variations in the working
trends of the workers main activities.

The findings indicate that 25.4% of workers in the Palestinian Territory are involved
in primary jobs, 22.7% are involved in crafts and related activities, and 17.6% work
in services and sales. According to gender variations, the findings indicate that about
75% of males occupy posts where higher education is not a prerequisite. On the other
hand, a high ratio of females occupy posts where a college or university degree is a
prerequisite such as teachers, nurses , and secretarial posts, where there is no clear
competition with males.

According to the Census findings, 17.9% of the economically active persons (aged 10

years and over) in the Palestinian Territory are unemployed including 87.5% males,
and 54.7% females of the total number of the jobless of the West Bank. According to
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regional variations, findings show that for every 100 unemployed males in Gaza Strip
there are 111 unemployed males in the West Bank, and for every 100 unemployed
females in Gaza Strip there are 230 unemployed females in the West Bank.

According to education-based variations, 72.2% of the unemployed of the Palestinian
Territory did not exceed the preparatory school level of education. Gender variations
show that more than 75% of unemployed males and about 50% of unemployed
females did not exceed the aforementioned educational level. The findings, also,
indicate that a large ratio of unemployed higher educated females compared with
unemployed males in the same educational category, where more than one third of
unemployed females fall in the high-educated level and this ratio decreased for males
to 10.8%.

The Israeli labor market was considered as an important job provider for the
Palestinian labor force until the second Intifada broke out and the movement of
Palestinian laborers bacame severely restricted. Anyhow, the Israeli labor market is
still crucial since in normal situations it absorbs about 20% of the Palestinian work
force. The Israeli labor market is a source of high slaries compared with the
Palestinian private and public sectors, where the wages are double the wages paid to
Palestinian workers in the domestic labor market. The results of the Labor Force
Survey of the third quarter of 2000 indicate that the average of the daily wages
reached New Israeli Shekels (NIS) 70.3 in the West Bank, NIS 50.4 in Gaza Strip,
and NIS 110.8 in Israel and Settlements.

The Labor Force Survey results indicate a significant increase in the ratios of both
unemployed and discouraged persons, especially in Gaza Strip due to the total and
partial banning of Palestinian workers from reaching their work places in the Israeli
labor market.

Most Palestinian employees who worked in Israel have a low level of education; the
Census findings indicate that about 80% of these employees did not exceed the
preparatory stage of school education.

The Educational System

The Ministry of Education’s statistical data indicate that the rates of attendance at
basic schools achieved a subtantial rise since the establishment of the PNA as a result
of improving the input of the educational process including buildings, equipments,
teachers’ qualifications, in addition to the improvement in the living standards in
general until the third quarter of 2000 (before the second Intifada took place).
Afterwards, the educational process was subjected to severe damage; the Israeli
attacks destroyed school buildings and equipments. Moreover, the rates of school
attendance of both students and teachers dropped due to the siege Israel imposed on
the Palestinian Territory.

The rates of school attendance in both basic and secondary schools increased with
annual stable ratios since 1994/1995, where the average in the aforementioned year for
both male and female students in basic and secondary stages reached 91.6% and
46.0% respectively. In 1999/2000, the rates totaled 96.8% and 56.9% in the same rank
for both types of school. This increase was more obvious with respect to female
attendance in the secondary stage, where it increased from 43.0% to 59.6% during the
same period, while this average for male attendance increased from 48.8% to 54.3%.
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- Besides, improvement was seen (in addition to the increase in school attending
averages) in the following four directions:

e The number of public and private schools increased;

e The basic school attendance gap between both sexes decreased, especially for
the age group of 6-11 years, while this gap is still wide for the greater ages,
but it is continuously decreasing;

e The ratios of the drop-out and repeaters decreased in schools until the
academic year 1998/1999, as the repeaters ratio dropped in the Palestinian
Territory for both sexes from 4.6% in the academic year 1994/1995 to 2.5%
in the academic year 1998/1999;

e The number of teachers increased and the rate of students per class decreased.
The rate of teachers in public schools increased to 65.1% of the total number
of teachers during the academic year 2000/2001 marking an opposite trend to
that which was decreasing before this year. Thus, decline continued in the
teachers’ rate in UNRWA schools (17.4%), with a limited increase in the
private schools during the same year (9.7%), which witnessed a great
decrease in the teacher’s rate in kindergartens (7.8%). Besides, the students’
average per each teacher decreased to 27.7 during the same year, while a
significant progress took place in the average number of students in each
class (37.3 students in basic stage, and 30.2 students in secondary stage).

In spite of the importance of vocational training in providing trainees with
skills and different types of knowledge that will contribute to integrating them into the
labor market, and despite the increased number of trainees enrolling in the courses
from one year to another, this system is still suffering from many obstacles and
difficulties such as the lack of guidance and counseling programs for trainees, either
before or after attending the training. Most trainers don’t have high educational
qualifications, and there is a lack of needed specifications in vocational training
centers concerning the buildings, equipments, and materials.

At the higher educational level, there were three issues that have negative
dimensions accompanying the historic development of the Palestinian Universities,
and affected the efficiency of the higher education system, and its sensitivity in
corresponding to domestic labor market demands, as follows:

e Universities were not established according to scientific and objective bases,
but according to social and political factors;

e The process of establishing universities was characterized by weakness in
planning concerning buildings, facilities, land area, academic staff, and
financing;

e The lack of coordination and general or joint planning between universities.

The study concludes that the size of the higher education system in Palestine

witnessed a rapid enlargement during the past 20 years, whether on the level of number
of universities or fields of study or the number of enrolled students and graduates.

[11]



The graduates and the relation with the labor market

The great rise in the number of graduates of the higher education system who
end up as labor force supply , and the rise in the labor force outflow in some
fields of study, are considered to form an outstanding developments in the
labor market. This multiple rise in number of graduates holding associate
diploma and above is due to the increasing number of higher education
establishments, increasing number of specializations and programs available,
the increase in university enrolling rates, the relaxing of admission
regulations in national universities-specially for students holding low grades
in the secondary certificate-, and the close distance between universities and
residence places that encourage students, specially females, to continue
higher education.

The annual increase in the number of enrolled and graduated students was
accompanied by an increase in the supply of graduates into domestic labor
market. The increased trend towards domestic labor market was due to
changes that occurred in external labor markets, especially in Arab Gulf
States , establishing PNA at 1994, and the rising role of public sector in
absorbing labor force, especially the graduates, as the number of workers in
this sector increased from 22,000 employees at mid 1994 to 105,500
employees at mid 1999.

Palestinian labor market was characterized by essential distortions that led to
weaken its capacity to absorb labor force overflow, including graduates
holding certain specializations. Such phenomenon is seen in the weak
capability of finding a job in the domestic labor market, especially for the
graduates, and the absence of any national central authority that takes
responsibility for the development and planning processes, in addition to
utilizing Palestinian human resources. A process that includes designing
plans concerning employment in domestic labor market, or exporting the
labor force overflow.

In spite of the progress taking place in the absorbing capacity of the
Palestinian labor market between 1994 and 1998, with the establishment of
PNA, the great growth in the public sector, which absorbed thousands of
graduates, growth in number and activities of domestic and foreign NGO’s,
in addition to improvement of the investment atmosphere during this period,
accompanied by growth in banks, insurance and telecommunication sectors,
the general trend followed an opposite direction afterwards due to the
decrease in absorbing graduates following the inflation in the public sector,
the weak absorption capability of the private sector, in addition to the
remarks which concerning problems that the public sector suffers from, such
as recruiting graduates for jobs that do not suit their fields of study,
decreased efficiency, imbalance in job and administrative structures,
hierarchy, administrative corruption and flabbiness.
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The study includes a set of results concerning higher education outputs and labor
market on the basis of Census data, as follows:

= There is a variation in the distribution of graduates between the West Bank and
Gaza Strip by gender. Data indicate that more than 60% of female graduates
hold associate diplomas (60.4% in the West Bank and 62.4% in Gaza Strip),
while this ratio for male graduates decreased to 44.7% in the West Bank and
37.3% in Gaza Strip.

* Incompatibility exists between the educational system outputs and the labor
market needs, which can be seen in the weakness of the higher education
system’s sensitivity towards domestic labor market demands. This problem is
historic and is essentially due to the development nature of higher education
establishments in Palestine that was characterized by rapidity, lack of planning,
and coordination. A matter that led to duplication in university programs which
also affected financial situation of many higher education establishments,
especially concerning the feasibility of high investing and running cost
resulting from establishing new fields of study and colleges at universities.

» The rate of male graduates compared to female graduates in rural areas is
obviously higher than that of urban areas and refugee camps. Thus there are
100 female graduates compared to 238.2 male graduates in rural areas, 153.8
male graduates in camps, and 157.8 male graduates in urban areas. On the
regional level, this rate was higher in Gaza Strip (183.2) compared to the West
Bank (166.3).

= There is an obvious increase in the rate of male graduates compared to female
graduate by the increase in age in both West Bank and Gaza Strip. This rate of
males amounted to 51.9% and 53.8% for those less than 30 years old in both
regions respectively, while it increased to 81.2% and 89.9% for those 60 years
old and over in both regions respectively.

* There is an inverse proportional relation between gender and educational
qualifications of the workers, i.e when the scientific qualification becomes
higher the ratio of female workers decreases compared with male workers.
This gap becomes wider among postgraduates especially in Gaza Strip. For
every 100 working females in this region, there are 209.9 working males
holding associate diploma, 1147.3 working males holding master degrees, and
2663.2 working males holding Ph.D. This matter requires encouraging females
to continue their higher education, especially the master and Ph.D. programs in
different fields.

* Importance of higher education concerning widening participation of women in
economic activities is enlightened in view of the increase in graduated female
wage workers (96.9%), compared with only 0.5% as unpaid family members.
This importance becomes more obvious while comparing between the rate of
female graduates with male graduates within the economically active category
and the opposite rate between both genders within the economically active
category (10 years and over). This rate amounted to 275 males for each 100
females in the first case, and increased to 826 males for 100 females in the
second case.

* More than 50% of graduates were absorbed in 2 economic activities: education
(32.4%)and public administration and defense (21.4%). The issue that rises
here is the trend among females to work mainly in the education, as 56.2% of
them are working in this field (with almost similar rates in both the West Bank
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and Gaza Strip). On the other hand, both “health and social work” and “public
administration and defense” activities absorbed around 15% each.

= There is a limited capacity for private sector to absorb graduates in Gaza Strip
compared to the West Bank. The private sector absorbed one third of
graduated workers in the West Bank, whereas the absorption capacity of the
private sector decreased to less than one fifth of the graduates in Gaza Strip.
The burden the PNA bears in absorbing graduates in its different
establishments (regardless of availability or suitability of vacant posts ) is
obvious. The data showed that the public sector absorbed around 48% of the
graduates (43.7% in the West Bank and 56.3% in Gaza Strip).

» Unemployment rate among graduates in the Palestinian Territory reached 12.3%,
while the rate of graduates among unemployed (15 years and over) in the
Palestinian Territory totaled 14.3%. The rate of unemployed graduates who
have never worked totaled 47.8% of the total number of unemployed
graduates.

* When a comparison is held between the rates of unemployed graduates holding
associate diploma and bachelor degrees (as they include most of the
graduates), we notice that there is an obvious difference on both gender and
regional levels. Rates of unemployment in both qualifications amounted
respectively as follows: males/West Bank (47.6%, 45.5%), females/West Bank
(59.3%, 38.5%), males/Gaza Strip (37.7%, 57.6%), females/Gaza Strip
(48.5%, 50.6%).

= The problem of incompatibility between supply of graduates in different fields of
study and the demand of the labor market becomes obvious in Gaza Strip
where large numbers of graduates in different fields face a decreasing demand
in the labor market. A matter that requires reevaluation of the policy of higher
education in the direction of narrowing the existing gap between supply and
demand. In this context, it is noted, for instance, that 28.0% of the unemployed
in Gaza Strip hold degrees in human science, compared to 17.7% in the West
Bank.

» Unemployment rate in the Palestinian Territories increases among graduates
holding human and commercial sciences degrees, and those holding
engineering and health sciences degrees. On the other hand, this rate decreases
among unemployed graduates holding degrees in mathematics and computer
sciences, likewise those holding “trade, craft and industrial programs”, and
“architectural and town-planning programs”.

» The demand in the labor market for Palestinian university graduates who
graduated from European and American universities increases as their rate of
unemployment reached 8.3%, while this rate among graduates from Palestinian
universities and community colleges amounted to 9.7%, compared to 10.5%
among graduates from Arab countries, and 11.7% from other world countries
(this rate was calculated on the basis of graduates number and not on the
economically active persons among them).
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