
CHAPTER IX

POPULATION, LABOR FORCE,
AND EMPLOYMENT

1. Main Developments
The recovery in the labor market, which began in the second half of 1967,
continued in the year reviewed. This was relfected by a notable, steady irse in
the number of gainfully employed, a drop in the volume and rate of unem
ployment/ and a rise in the labor force participation rate.2 Nevertheless, unem
ployment was still of substantial proportions in 1968: it amounted to 6.1 per
cent of the civilian labor force, compared with an average of 3.5 percent for
the boom years 196165, according to manpower surveys; while the average
daily number of unemployed totalled some 7,000 in 1968, as against roughly
5,000 in 196165, according to data of the National Employment Service.
As from the second quarter of 1968, the decline in the unemployment rate
slowed down, and it stood at 5.6 percent in the last quarter of the year. The
number of jobless again dropped sharply in the first quarter of 1969.
The population grew by 2.4 percent in 1968 and totalled 2,841,000 at year's

end. This was a faster increase than in 1967 (excluding East Jerusalem) , and
is mainly explained by the larger volume of immigration, and to a lesser extent
by the somewhat higher rate of natural increase.
The labor force participation rate held steady at its 1967 level of 50.3 percent.

The trend rose in the course of 1968, but the rate was still far below that of pre
vious years of buoyant activity. In 1967 the figure had fallen, mainly owing
to the depressed state of the labor market, evident from the end of 1965. This
lagged reaction of the participation rate to the slump probably characterized
its upswing with the mounting demand for labor. The fact that the rate in 1968
was still lower than during the boom years suggests the existence of unutilized
manpower reserves, which are not relfected by the labor force statistics.
Gainful employment rose by 9 percent during the year, with most of the

increase taking place duirng the first six months. This can be partly ascirbed
to the much larger number of gainfully employed from the administered areas

1 The unemployment rate is deifned as the percentage of unemployed jobseekers in the
civilian labor force.

 The labor force participation rate is denned as the proportion of persons aged 14 or over
who are either employed or actively seeking employment, as recorded in the manpower
surveys of the Central Bureau of Statistics.
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TableIX1

POPULATION AND LABOR FORCE CHARACTERISTICS, 196668

)thousands)

Percent increase
or decrease ()
in halfyearly

averages

Halfyearly averages
Percent average
annual increase
or decrease ()

Annual averages

From
)7)
to
)8)

From
)6)
to
)7)

July
Dec.
1968

Jan.
July
1967

July
Dec.
1967

1967
to
1968

1966
to

1967
196819671966

(10)(9)(8)(7)(6)(5)(4)(3)(2)(1)

1.21.12,822.52,789.82,759.13.43.22,806.12,713.92,629.2

1.41.61,941.41,914.51,883.63.93.51,928.11,855.91,793.5

2.61.9982.4957.3939.14.01.1969.9932.8943.4

34.834.334.034.634.435.9

50.650.049.950.350.352.6

3.55.2926.6895.0851.19.04.3910.9836.0873.9

27.542.05.88.013.856.358.06.915.810.0

10.729.155.762.488.039.039.359.096.869.5

5.76.59.46.110.47.4

(1) Average population

)2) Workingage population

)3) Civilian labor force

)4) Percent of total population

)5) Percent of workingage population

)6) Gainfully employed

)7) Daily average of registered unemployed

)8 ) Unemployed according to manpower surveys

)9) Percent of civilian labor force

Note: All data as from July 1967 include East Jerusalem. Data on the daily average of unemployed include East Jerusalem as from October

Source : Line 1Statistical Bulletin of Israel, Central Bureau of Statistics, March 1968; lines 2, 3, 6, and 8CBS manpower surveys ; line 7
National Employment Service.



in 1968.1 The number of persons from these areas working in Israel reached
some 4,000 on an annual average, but during the second half of the year the
ifgure went up to about 5,000, according to manpower surveys. Ministry of
Labor estimates put the ifgures at 8,000 and 12,000 respectively. The number
of manhours per gainfully employed likewise increased during the year reviewed,
so that the labor input, measured by the number of manhours, rose by some 13
percent.2 The expansion of employment was made possible both by the
stronger demand for labor and by the stability of wages. A sectoral analysis
shows that the biggest increases were in industry and construction ; in the
former, expansion occurred mainly during the ifrst half of 1968, while in con
struction it took place primarily in the second half. The growth of industrial
employment offset the decline during the recession, and consequently the weight
of this sector within total employment returned to its peak level of 1966. On
the other hand, the share of the construction sector was still well below that
duirng the previous boom peirod, owing to the exceptionally steep drop in
employment during the recession.
The unemployment rate in 1968 was 6.1 percent. Beginning in the second

quarter of the year it stabilized around 5.7 percent, with a mildly declining
tendency. While the rate was substantially lower than in 1967, it was still
higher than in the years of full employment that preceded the recession. The
average daily number of registered unemployed/ which is another indicator of
unemployment, reveals a similar picture. The slow decline in the unemployment
rate in the last three quarters of 1968 was due to developments on both the
supply and demand sides. On the supply side, there was a relatively big rise in
the labor force participation rate during the year, and a much larger supply of
labor from the administered areas. On the demand side, the growth of the
national product decelerated somewhat as the year progressed, with a consequent
deceleration in the growth of demand for labor. A slower expansion of demand
was to be expected, following its rapid upsurge as the economy emerged from the
recession. According to data of the National Employment Service, unemployment
again started to shrink rapidly in the early months of 1969.
With the continued decline in that portion of unemployment stemming from

insufifcient demand, there again came to the forefront, as in the boom years, the
problem of regional unemployment and unemployment of unskilled workers. In

J The discussion in this chapter refers to the population of Israel only; that is, it excludes
the population of the administered areas, even those working in Israel, unless otherwise
stated.

2 Data on manhours per gainfully employed are from Central Bureau of Statistics manpower
surveys.

3 The daily average of unemployed is obtained from the current registration at labor ex
changes. For the differences between the two sources of unemployment data in respect of
deifnitions, methods of data collection, and coverage, see Bank of Israel, Annual Report
/967, p. 238.
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1968 only the Northern District was a major focus of unemployment, while in
the Southern District the unemployment rate dropped below the national average
for the first time. With the economy approaching a state of full employment,
signs of excess demand for skilled labor have begun to appear, together with a
supply surplus of unskilled labor one of the characteristic features of the boom
years.

2. Population and Labor Force
(a) Population and immigration

The population increased more rapidly than in 1967, partly because of the
somewhat higher rate of natural increase, but mainly owing to the growth of
immigration.
At the end of 1968 the population of Israel numbered 2,841,0002.4 percent

more than at the end of the preceding year. In 1967 the rate of increase, ex
eluding East Jerusalem, was lower, totalling 1.9 percent only. The 1968 growth
rate was about the same as in 1966, which was far below that for the ifrst half
of the current decade.
Net immigration (i.e. the number of immigrants less the number of emigrants)

reached some 12,000 in 1968, three times more than in 1967 and about 50
percent over 1966. But this was much lower than the average annual figure for
196165. Gross immigration was larger than in 1967, and showed a rising trend
during the year reviewed. It came to approximately 21,000 in 1968, i.e. about 50
percent more than in 1966 or 1967, but much less than in the years 196165.
Moreover, there was a notable growth in the number of temporary residents,

Table IX2

PERMANENT POPULATION AND SOURCES OF GROWTH, 196268

196819671966"1965196264

Thousands

2,8412,7742,6572,5982,526Population at end of period
67117597297Annual increase in thousands
2.44.4"2.32.94.2Annual increase in percent

Percentages

100.0100.0"100.0100.0100.0Total increase, excl. East Jerusalem
208143153Net immigration
8092866947Natural increase

. The data for 1967 and 1968 include East Jerusalem unless otherwise stated. The increase in
the population between 1966 and 1967, excluding East Jerusalem, came to 1.9 percent.

b Excluding the estimated number killed in the war.
Source: Statistical Bulletin of Israel, Central Bureau of Statistics, March 1969.
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who are not denned as immigrants in the statistics, but for the purpose of most
economic analyses should be regarded as such. Their numbers went up by about
7,500 in 1968, more than double the 1967 increment and three times that of
1966. The figure rose steadily throughout the year reviewed. Emigration was
somewhat smaller in 1968, returning to its level of the boom years. In contrast
to the 196165 period, the structure of immigration in 1968 shows a relative and
absolute rise in the number of newcomers from affluent countries.
The rate of natural increase in 1968 was 18.7 per thousand, as against 17.6

in 1967. Here too the level moved upward throughout the year reviewed. The
increase in 1968 was due to the higher birthratefrom 24.2 per thousand in
1967 to 25.5. The birth rate rose both among Jews and among nonJews, the
increase being somewhat larger in the case of the Jewish population. However,
the rate among Jews (22.9 per thousand) is only about half that among non
Jews (45.0). The death rate was also slightly higher than in 1967, in line with a
longrun trend attributable mainly to the rising average age of the Jewish
population.

(b) Workingage population

The workingage population increased by 3.9 percent in 1968, as compared
with a rise of 3.4 percent in the total population. This relatively faster growth of
the workingage population has marked every single year of the present decade. It
is chielfy explained by the steady drop in the proportion of persons under the
age of 14 in the population ; this in turn is due to the decline in the rate of natural
increase, a trend evident ever since the establishment of the State.
Continuing the trend of the past several years, the relative share of the

middle age group (3554) declined. This group has the highest labor force
participation rate. On the other hand, the proportion of the youngest group
(1417) increased, as did that of the oldest group (55+).

(c) Civilian labor force

The labor force participation rate stood at 50.3 percent in 1968, about the
same as in the preceding year. The change in the age structure the smaller
proportion of age groups with aboveaverage participation rates should have de
pressed the average rate by 0.1 percent. The inclusion of the population of East
Jerusalem in the civilian labor force during the whole of 1968 but only for the
second half of 1967 should have reduced the overall participation rate by another
0.10.2 percent, since the rate is lower in East Jerusalem than in the rest of
the country. Consequently, the fact that despite these two factors the partici
pation rate remained unchanged indicates that there was a rise of 0.20.3
percent in the specific rate. In the course of the year the participation rate edged
up by more than 1 percent, with most of the increase occurring toward the
end of the year.
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Table IX3

LABOR FORCE PARTICIPATION RATES, BY SEX, 195968

(percentages(

Percent of
females in
civilian

Percent of workingage population
participating in labor force

labor
forceFemalesMalesTotal

Annual averages

26.428.277.853.2195965
28.830.374.752.61966
28.328.672.150.41967
28.829.271.950.61968"
28.628.871.850.31968"

Halfyearly averages

28.528.671.550.1JulyDec, 1967
29.129.271.250.3Jan.June, 1968"

28.629.272.650.9JulyDec, 1968"

Quarterly averages

28.929.572.751.11968")4th quarter(

* Excluding East Jerusalem.
" Including East Jerusalem.
Source: Central Bureau of Statistics manpower surveys.

In order to assess the 1968 participation rate in a longterm perspective, East
Jerusalem should be excluded. The participation rate in 1968, exclusive of East
Jerusalem, was 50.6 percent, compared with 50.4 percent in 1967, 52.6 percent
in 1966, and an average of 53.2 percent in 195966. In other words, after falling
noticeably in 1967 (mainly because of the economic slowdown ), the rate did not
return in 1968 to its level of the early sixties, though in the last quarter of the
year reviewed it reached 51.1 percent.
The decline in the participation rate in 1967 is partly explained by the change

in the age structure and by the extension of compulsory military service that year,1
but its main cause was undoubtedly the reaction of the labor supply to the
depressed state of the labor market, which ifrst became apparent in the latter
part of 1965 and deepened progressively until the second quarter of 1967. With
the diminishing of work opportunities, the number of persons seeking employment

1 The civilian labor force does not include persons in the armed forces.
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Diagram IX1

LABOR FORCE PARTICIPATION
RATES, BY SEX, 195968"

)percentages(

also declined, and this reduced the labor force patricipation rate. The lagged
reaction of the labor supply to the slump in the labor market is noteworthy.
Though the economic slowdown began at the end of 1965, the participation
rate started to decline to a significant extent only at the beginning of 1967. This
lagged response to changes in the labor market also characterized the emergence
from the slump. Whereas economic activity began to pick up in the second
half of 1967 and the unemployment rate began to decline to a significant degree
at that time, the labor force participation rate began to move upward only in
the second quarter of 1968, and rose significantly only in the last quarter of the
year. In other words, the rate for 1968 (even in the final months ) was lower
than that of the boom years, and apparently was even below the level that
could have been attained considering the larger number of persons serving in
the armed forces. This lag in the rise of the participation rate in 1968
behind the growth of demand for labor suggests that even at the end of the year

reviewed there was still a reserve of
idle manpower ready to join the labor
force.
The labor force participation rate re

mained remarkably stable from the time
that statistical data thereon ifrst became
available (1959) until 1966, but this
was the net result of conflicting trends
for males and females. Whereas the rate
for males moved downward, that for
females rose, a development caused pri
marily by changing social patterns.
In 1967 there was a particularly sharp

decline in the participation rate for
females (excluding East Jerusalem). In
the year reviewed, they were mainly
responsible for the moderate rise in the
overall rate. In order to encourage wo
men to join the civilian labor force,
an agreement in principle was reached
at the beginning of 1969 between the
Ministry of Finance and the Ministry
of Labor, under which incentives are
to be given to working women in the
lower income groups. These incentives
are to be in the form of cash payments
made through the National Insurance
Institute.

30

/^

 OHIEINAl DATA

TREND

TOTALPOPULAI ON

\ MALES

FEMALES

1359 I960 1961 1962 1963 1964 1965 1966 1967 1968

* The trend for 196065 has been calculated
from moving threeyear averages; that for
196668 has been extrapolated from this
trend.

Source: Central Bureau of Statistics man
power surveys.
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3. Employment

The number of gainfully employed increased in 1 968, continuing a trend that
began in the middle of 1967. This followed a steady downward movement from
the beginning of 1966.
On an annual average, gainful employment was up 9.0 percent in 1968, with

most of the increase occurring in the first six months of the year. The expansion
of employment is largely a function of the growth of the national product,
which likewise slowed down slightly in the second half of the year reviewed.
A deceleration in the growth of employment is to be expected when the
economy is approaching a state of full employment, owing to the bottle
necks that begin to appear in certain categories of labor. The more sluggish
growth of demand in the second half of 1968 was another contirbutory factor.
The number of manhours per gainfully employed went up by 3.6 percent in

1968; consequently the labor input rose to a greater extent than the number of
employed by approximately 13 percent. In 1966, and even more so in 1967,
the slump in the labor market was relfected not only by a larger number of
jobless and by withdrawals from the civilian labor force, but also by the smaller
number of manhours worked per gainfully employed (part of the decrease in
the number of manhours per employed in 1967 is explained by the mobilization
of reserves for a longer period) . The increase in the number of manhours almost
wholly offset the decline of the two preceding years, so that in 1968 the figure
was only slightly lower than in 1 965, a typical boom year.

The growth of employment in 1968, as
already mentioned, came to 9.0 percent,
while the number of wage earners went
up 10.3 percent. In 1967 the decrease in
the number of wage earners far exceeded
that in the total number of employed, so
that the proportion of wage earners with
in total gainfully employed declined. In
1968 the relative share of wage earners
again moved upward, reaching 71.3 per
cent, but this still failed to offset the
precipitate drop in 1967.
A factor aggravating the slump in the

labor market from the end of 1965 was,
besides the decline of demand in the econ

Diagram IX2

GAINFULLY EMPLOYED AND
UNEMPLOYED JOBSEEKERS, 1968
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Source: Central Bureau of Statistics man
power suveys.

[.omy, the big wage hikes granted at the
end of 1965 and in 1966. These far exceeded the irse in productivity, and were
only partly relfected by higher pirces ; one of their results was a further growth
of unemployment. In the second half of 1967 the demand for labor began to pick
up, owing to the stronger domestic demand for goods and services. The
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larger demand for labor led to a rise in gainful employment as from the second
half of 1967. Since wages went up only moderately in 1967 and 1968, the result
was a greater expansion of employment and a sharper drop in unemployment
than what could have been expected had wages gone up steeply in 1968.

(a) The administered areas

A new factor in the employment situation made itself felt in 1968 the entry
of workers from the administered areas into the labor market. According to the
Central Bureau of Statistics, an average of some 4,000 persons from these areas
were employed in Israel during 1968 (i.e. approximately 0.5 percent of the total
number of employed ). According to the Ministry of Labor, the figure was closer
to 8,000 (or 1 percent of total gainfully employed). Both sources point to an
acceleration of the trend toward the end of the year and the early months of
1969. The number of workers from the administered areas at the end of 1968
was estimated at about 5,000 by the Central Bureau of Statistics, and at about
1 2,000 by the Ministry of Labor.
Several factors on both the supply and demand sides help to explain the

hiring of workers from these areas in 1968 and the rise in their numbers toward
the end of the year and the beginning of 1969. To begin with, Arab workers
were attracted by the much higher wages paid in Israel. Wages in Judea and
Samaria amounted in 1968 to only 2025 percent of those in Israel, while
in the Gaza Strip the ifgure was as low as 1216 percent.1 Working conditions in
the administered areas are also very poor: there are no trade unions, and as a
rule the worker is completely at the employer's mercy as regards dismissals,
number of hours, etc. In 1968 the mistrust and uncertainty concerning working
conditions in Israel were dispelled by the experience of the ifrst Arab workers,
so that there was a greater readiness to work here. Simultaneously with the
expansion of the supply, the demand for workers from the administered areas
also increased, mainly because the economy was nearing a fullemployment
situation. Moreover, there was a heavier demand in certain districts and for
certain types of seasonal labor. Yet another factor was the legal approval
given in the ifnal part of the year to the hiring of labor from the administered
areas. At the end of 1968 labor exchanges were opened in these areas, and
they directed workers to branches and regions where there was demand pressure.
At ifrst the workers were taken on for seasonal work, in citriculture and the
canning industry. At the beginning of 1969 they were also directed to the building
trades in Jerusalem. The number of gainfully employed males from the admin
istered areas is estimated at 100,000, of whom some 26 percent are working
in agriculture, about 17 percent in industry and crafts, and approximately 15
percent in construction.

2 According to manpower surveys carried out in the administered areas by the Central
Bureau of Statistics.
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)b) Employment, by economic sector

A sectoral analysis of employment in 1968 discloses that the biggest increases
occurred in industry and construction the two sectors hit hardest by the recession
and which during the 196165 boom registered the highest growth rates in
gainful employment.
The number working in industry was up 15.6 percent in 1968, a faster rate

than elsewhere in the economy and far exceeding the decrease in this sector
during the previous year. The relative weight of industry in total employment
rose above its level of 196165, reaching the record high of 1966. Most of the
increase in industrial employment occurred during the first half of 1968. The
input of labor, as measured by the number of manhours per gainfully employed,
expanded by some 21 percent, owing to the larger average number of hours
worked per employed. The product per manhour was up by a notable 7 percent
approximately.
In construction, employment rose by 15.1 percent and the number of man

hours by about 25 percent. The increase in the number of employed was the
second largest in the economy, while the increase in the number of manhours
was the largest. Nevertheless, the expansion of 1968 was insufifcient to offset the

Table IX4

GAINFULLY EMPLOYED, BY ECONOMIC SECTOR, 196168

(percentages(

Sectoral distirbution Avera^ annual in.creaseor decrease) (
1968"1967"196165"1968"1967"196165

2.33.22.711.212.514.5Agirculture
15.610.15.926.024.625.0Industry and crafts
15.116.27.98.17.69.9Construction and public works
4.35.74.12.12.21.8Electirc power and water
7.10.75.813.313.512.5Commerce and ifnance
8.06.86.07.37.46.7Transportation and communications

3.9 (23.824.122.1Public and business services
8.21.347 J8.28.17.5Personal services
9.04.34.2100.0100.0100.0Total

74.937.933.2910.9836.0815.4Total in thousands

Note: The changes in the number of gainfully employed (excluding East Jerusalem) were 4.0
percent in 1967 and 9.0 percent in 1968 in the public services, and 1.4 and 6.9 percent
respectively in the personal services.

" Including East Jerusalem as from June 1967.
b Geometric average.
Source: Central Bureau of Statistics manpower surveys; gainful employment in East Jerusalem
in 1967 is according to a census conducted that year by the CBS.
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decline of some 32 percent in the number of gainfully employed construction
workers duirng the two recession years (1966 and 1967). Consequently, the
relative weight of the sector within total employment was smaller in 1968 than
during the boom years 196165, and much lower than in 1965 when construction
activity was at a peak level. However, it should be noted that in 1968 con
struction activity developed in a laborsaving direction.1 This sector was the first
to show the effects of the economic slowdown, and it was also the last to recover.
While activity began to pick up some time before, it was mainly felt only in the
second half of 1968.
In agriculture, which was virtually unaffected by the recession, the number

of gainfully employed dropped further, continuing the longrun downward trend
in the absolute and relative share of this sector in total employment. The number
of manhours increased somewhat, while the product per manhour remained
unchanged.

Gainful employment in transportation and communications increased by 8.0
percent, but the weight of the sector within total employment remained virtually
the same as in 1967. The number of manhours was 13 percent higher in the
year reviewed. The product per manhour increased faster here than in any
other sector (by about 9 percent).
In public and business services, the number of gainfully employed rose at a

belowaverage rate in 1968. In 196667 the increase was above average, so
that the relative weight of this sector within total employment was still higher in
1968 than it was in 196165. This applies to all subsectors (public and business
services, commerce and finance, and the personal services). The number of man
hours per gainfully employed remained comparatively stable in 196568, in
contrast to the situation in other sectors.

(c) Employment, by ifnal use

The labor input, as measured by the number of manhours, was nearly 13
percent higher in 1968, after contracting by about 8 percent the year before.
In 1966 the figure edged down by approximately 1 percent, while during the
1 96064 period it rose by an average of some 5 percent per annum.
If the economic sectors are divided into two groups, one where output is largely

determined by market forces, and the other where it is mainly determined by
other factors (the Government and nonprofit institutions), we find that
the lfuctuations in the labor input were sharper in the ifrst group. In 1967 the
number of manhours here declined by 9 percent, and in 1968 it rose by ap
proximately 16 percent.
The discussion in this section will concentrate on that part of the economy

where output is determined chielfy by market forces, and which accounts for
some 80 percent of total employment.

2 For more details, see Chapter XIII, "Construction and Housing", section 5(b).
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The actual change in the number of manhours can be broken down into two
components : that stemming from changes in the demand for goods and services
(and hence also changes in the deirved demand for labor), and that stemming
from changes in output per manhour. The analytical tool used here is the input
output table.1 The table is based on an inputoutput study for 1958, which
was partially updated for 1963. The conclusions that can be drawn from it are

Table IX5

ANNUAL CHANGES IN OUTPUT, AND EXPECTED CHANGES IN MANHOURS,
ACCORDING TO FINAL USE, 196668"

(Output in IL million at 1963 pirces; manhours in millions(

to 1968From 1967From 1966 to 1967to 1966From 1965

ExpectedExpectedExpected
changeChangechangeChangechangeChange
inininininin

manoutputmanoutputmanoutput
hours"hours"hours"

Absolute terms

48.9520.463.8665.757.5550.3Investment
79.41,144.135.4397.723.6294.9Exports

Public sector purchases
19.8258.736.3399.913.8146.1from other sectors
83.6888.431.8329.826.1243.3Private consumption
231.72,811.639.7461.76.0134.0Total

Percentages

19.318.819.019.413.913.8Investment
29.328.813.011.19.29.0Exports

Public sector purchases
19.020.045.844.820.019.6from other sectors
11.910.84.14.23.53.2Private consumption
17.417.32.72.90.40.9Total

* Excluding the public sector and nonproift institutions.
" Change in the number of manhours due to a change in output, given the employmentoutput
ratio of the previous year.

Source: Bank of Israel inputoutput calculations.

1 The analysis was made with the help of an 80 branch inputoutput table. The output
required to maintain a given level of each of the ifnal uses was calculated by means of an
inverse table of coefifcients. The volume of employment required directly and indirectly
to maintain the ifnal uses each year was estimated on the strength of the inputoutput co
efifcients of the previous year, assuming the constancy of the coefifcients. The expected labor
input relfects the inlfuence of changes in demand. The difference between the actual and
expected employment relfects the inlfuence of the change in output per manhour.
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therefore not accurate, but the findings are indicative of trends and orders of
magnitude.
In 1 966, a year of economic retrenchment, most of the developments in employ

ment can be explained by reference to the sharp cutback in investment.'
This factor alone (without allowing for the multiplier effect) should have
decreased the number of manhours by some 4 percent. Exports continued up
ward in 1966 at the rate recorded in the early sixties, and the same applies
to public sector purchases. Private consumption contributed very much less to
the growth of employment than during the boom years of the early sixties, owing
to the stability of incomes.
In 1967 there were similar developments in investment (which showed a

further steep decline), exports, and private consumption. Only public sector
purchases from other sectors displayed a change of trend : these expanded
much faster, thus augmenting demand for labor. The upsurge of such purchases
was mainly connected with the security requirements after the Six Day War.
The steppingup of investment in 1968 in the wake of the economic recovery

involved a considerable increase in the labor input. The acceleration of exports
also contributed to the stronger demand for labor in the year reviewed. On the
other hand, public sector purchases from domestic sources rose at a more
sluggish rate compared with the previous year, so that the contribution of such
purchases to the growth of employment was small relative to that of the other
ifnal uses. In contrast to 1966 and 1967, private consumption was responsible
in 1968 for much of the incremental employment, following the substantial
rise in national income during the year reviewed.
As already mentioned, the change in the anticipated number of manhours

relfects the influence of changes in the final uses of the national product. The
difference between the anticipated and actual change in the number of man
hours relfects the inlfuence of changes in output per manhour.
In 1966 the change in output per manhour was very small, so that the

changes in employment were due mainly to changes in final uses. In 1967, on
the other hand, there was a big increase in output per manhour, which not
only offset the larger number of manhours directly attributable to the expansion
of output, but led to a sharp drop in the actual number of hours worked. In
1968 the increase in output per manhour was once again small, so that the
changes in employment were again chielfy caused by changes in ifnal uses. Some
enterprises may have expanded their work force in 1 968 to a greater extent than
actually required that year, in the expectation of a rise in sales and a growing
shortage of labor.

1 The changes in ifnal uses are more or less autonomous. The highest degree of autonomy is
found for public sector purchases from other sectors. Exports are less autonomous, and
investment still less. Changes in private consumption are largely determined by changes
in incomes, which in turn are inlfuenced by the other three uses.
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Table £6מ

ANNUAL CHANGES IN OUTPUT PER MANHOUR, 196668"

)percentages)

1966 1967 1968

17.32.90.9Change in gross output
17.42.70.4Expected change in manhours0
15.59.12.3Actual change in manhours
1.613.02.8Change in output per manhour

* Excluding the public sector and nonproift institutions.
" Gross output is the total market value of goods and services produced, including the
value of intermediate products. This is not the actual output, but that calculated according
to inputoutput coeiffcients.

c The expected change in manhours compared with actual manhours in the previous year.
The expected number of manhours has been calculated according to the employment
output coeiffcients of the previous year.

4. Unemployment

The improvement in the employment situation in 1968 was accompanied
by a sharp drop in the number of jobless. According to manpower survey data,
the number of unemployed persons seeking work declined by 39 percent. The
daily average of registered unemployed, which is another indicator of unem
ployment, decreased by some 56 percent. Nevertheless, the average unemploy
ment rate still came to 6.1 percent of the civilian labor force, compared with
approximately 3.5 percent during the 196065 period. Together with the decline
in unemployment, the average daily number of persons working on relief
projects1 fell by some 58 percent.
Nearly all of the decrease in unemployment occurred in the first quarter of

the year reviewed. Beginning in the second quarter, the downward movement
slowed down considerably, so that even in the last quarter the rate stood at 5.6
percent. The daily average of registered unemployed showed a similar develop
ment. In the first quarter of 1969, the downtrend in unemployment again ac
celerated sharply.
The two measures of unemployment the daily average of registered un

employed according to the labor exchanges of the National Employment Service,
and unemployed persons seeking work according to manpower surveys
yield widely disparate findings. Nevertheless, there is a high correlation between
them, and both show fairly similar changes.
The sluggish decline in unemployment during the last nine months of 1968

was due to several developments on both the demand and supply sides. On the

x This refers to ablebodied persons working a full day. The daily average of persons em
ployed on relief projects is also obtained from the records of the labor exchanges.
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demand side, the rate of economic expansion apparently decelerated somewhat
in the second half of 1968, and this also affected the demand for labor. Con
currently, there were several factors accelerating the growth of the labor supply
during the year. Quantitatively, the most important of these was the rise in the
labor force participation rate in 1968. Another was the larger number of per
sons from the administered areas working in Israel during the year. The greater
demand for labor in the last three quarters of 1968 was sufifcient to absorb
the incremental supply of labor due to the two factors mentioned above and
to the natural increase, but it was insufifcient to reduce the number of unem
ployed during this period to any marked extent.
In 1968 the average number of unemployed days per month (the depth of un

employment) came to 4.9 per jobseeker, compared with 7.1 in 1967, 6.6 in
1966, and 4.0 in 1965.
The unemployment rate in 1968, as

already stated, was higher than during
the 196065 period. Part of this unem
ployment was frictional, structural, or
seasonal in nature. Frictional unemploy
ment results from the changing of jobs.
Structural unemployment falls into two
main categories: (1) regional unemploy
ment, due to insuiffcient demand for
labor in certain parts of the country;
and ( 2 ) unemployment resulting from a
surplus supply of certain types of
workers. Seasonal unemployment is due
to seasonal changes in the demand for
labor (e.g. the decline in demand for
farm labor after the citrus harvest), or
to seasonal changes in the supply of labor
(such as the increase that follows the
termination of the school year in June).
The much greater demand for labor

in 1968 did not wholly eliminate the unemployment which arose during the
recession years, which far exceeded frictional, structural, and seasonal unemploy
ment combined.1

A rough indicator can also be found for regional unemployment, again show
ing orders of magnitude only. Since regional unemployment is caused by in

1 It should be pointed out that the structural change in demand between 1965 and 1968
may have been accompanied by a change in the occupational structure of the employed,
which in turn may have changed the size of "the hard core of unemployed", i.e. that part
of unemployment not due to insuiffcient demand.

Diagram IX3

INDICATORS OF UNEMPLOYMENT:
DAILY AVERAGE OF REGISTERED
UNEMPLOYED AND UNEMPLOYED

JOBSEEKERS, 1968
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Source: Daily average of registered unem
ployed National Employment Service;
unemployed jobseekers Central Bureau
of Statistics manpower surveys.
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Table TK7

REGISTERED UNEMPLOYMENT AND RELIEF PROJECTS EMPLOYMENT, 196268

Daily
average

Daily
average

Daily
average

of

Daily
average
of on

relief
work*

of all
unemployed

(1 + 2)

registered
unemployed

youth

registered
unemployed

adults

)4()3()2()1(

Absolute numbers
Annual averages

2,4815,1801,3723,808196265
3,8309,9932,0637,9301966
12,63515,7382,21313,5251967
5,2446,9051,1945,7111968

Halfyearly averages
13,52413,7572,39611,3611967 JulyDec.
7,0627,9759916,9841968 Jan.June
3,4275,8351,3974,438JulyDec.

Percent increase or decrease )(
Average 1968 as against

58.556.1i6.057.8average 1967
Second half of 1968 as against

51.526.841.036.5ifrst halfof 1968

* Persons working a full day only.
Source: Unemployment National Employment Service; relief work Central Bureau of

Statistics.

sufifcient demand for labor in certain parts of the country, the difference be
tween the unemployment rate during the years of full employment in the first
half of the 1960's (3.5 percent) and the unemployment rate in the more highly
developed regions (where demand presumably did not fall below supply during
the years of full employment) can serve as an indicator of regional unemployment.
Such a calculation shows that regional unemployment amounted to less than
0.5 percent of the civilian labor force.1 The other 3 percent of the unemployed
labor force during the years of buoyant economic activity thus represents seasonal
and firctional unemployment and that resulting from an excess supply of un
skilled labor.

When that portion of unemployment due to insufficient demand for labor

It is assumed here that other categories of unemployment, particularly that due to an
excess supply of labor, was not concentrated in certain districts but was spread equally
over all the districts. If we discard this assumption, the rate of regional unemployment
becomes lower still.
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increased in 1966 and 1967, interregional differences in unemployment di
minished. This is suggested by the decrease in the relative standard error of the
unemployment rate by district during these years (see Table IX8). In 1968,
when unemployment due to insuiffcient demand contracted, the relative stand
ard error increased once again.

Table IX8

DAILY AVERAGE OF REGISTERED UNEMPLOYED AND RELIEF PROJECTS
EMPLOYMENT, BY DISTRICT, 196468*

(per thousand persons(

Rela
tive
stand
ard

SouthernJerusalemTel
AvivCentralNorthern HaifaAll

districts
error"

Daily average of registered unemployed
0.542.41.60.61.21.22.71.41964
0.381.81.30.61.11.42.11.31965
0.244.42.42.23.33.53.33.11966
0.204.54.04.34.86.76.25.11967
0.321.92.21.21.82.83.22.11968

on relief projectsemployedDaily average
1.811.50.20.15.01.01964
1.911.50.10.14.70.91965
1.373.70.30.10.60.55.41.51966
0.648.42.41.94.24.410.24.81967
1.161.82.30.30.51.46.81.91968

projects employmentand reliefof registered unemployedaverageDaily
1.033.91.80.61.21.37.72.41964
0.973.31.40.61.11.56.82.21965
0.558.12.72.33.94.08.74.61966
0.3712.96.46.29.011.116.49.91967
0.693.74.51.52.34.210.04.01968

* Data on registered unemployed and persons employed on relief projects relate to the
population at the end of the preceding year.

" For a detailed explanation see the appendix to this chapter (in Hebrew only).
Source: Daily average unemployed National Employment Service; relief work Central

Bureau of Statistics, Statistical Bulletins; population by district CBS, Statistical
Abstract of Israel.

In discussing regional unemployment, note should be taken of the change
in the geographical dispersion of unemployment which began to make itself
felt in 1968. This was the first year that the statistics showed that unemployment
in the Southern District (as measured by the daily average of registered unem
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TableIX9

DAILY AVERAGE OF REGISTERED UNEMPLOYED, BY SKILL LEVEL, 196468

(percentages(
o
X
V Unemployed skilled labor

Liberal
professions

and
services

Clerical
Transportation

and
communications

Industry
and
crafts

Construction
SkilledUnskilledTotal

unemployed

w
to

3

Annual averages

V

I
3.418.13.47.54.637.063.0100.01964

o
Z

4.221.84.87.84.342.957.1100.01965
w

4.018.85.412.29.950.349.7100.01966
o

M

4.217.04.711.711.148.751.3100.01967
O
0ל
0

4.923.35.07.47.448.052.0100.01968
W

>2

Halfyearly averages
ס

1*1

4.620.24.910.29.249.150.9100.01967 JulyDec.נדי
r
o

5.123.35.58.39.051.248.8100.01968 JanJune
►>

w

4.523.34.36.04.842.957.1100.0JulyDec.

1967.East Jerusalem as from Octoberaverage of unemployed includesNote: The daily
Source: National Employment Service.



ployed and the daily average of persons on relief work per thousand persons)
fell below the national average. Whereas during the boom years in the early
'sixties, unemployment was chielfy concentrated in the Northern and Southern
Districts, in 1968 the Northern District remained the sole major focus of unem
ployment. Among the reasons for the decline of unemployment in the Southern
District were the investments in the oil pipeline, the Dead Sea Works expansion
program, and the chemical complex in Arad, as well as the work carried out
in Sinai.
In 1968 the Ministry of Labor followed a policy aimed at eliminating relief

work. Relief projects can be justiifed when there is a slump, but at a time of
full employment they represent an inefifcient utilization of available manpower.
If such projects were not carired out, at least part of the persons employed on
them presumably would ifnd work in the open market. From this aspect, the
policy of the Ministry of Labor in 1968 would seem to be justiifed, but with the
reservation that it should not be applied to the entire country since, as already
mentioned, considerable unemployment still exists in some regions. Not provid
ing work for these jobless is a waste of manpower.
In 1968 a growing shortage of skilled labor began to be observed, a develop

ment to be expected when the economy approaches a state of full employment.
The recession hit skilled and unskilled workers alike, this being relfected by the
rising proportion of skilled labor in total registered unemployment (see Table
IX9 ). In 1968 the relative share of unskilled workers again rose, though
remaining lower than in the boom years. The ifgure moved steadily upward,
and by year's end the percentage of skilled labor in total registered unemploy
ment was nearly the same as in the years of buoyant activity.
Demand for skilled labor was strongest in industry and construction, where

gainful employment rose more rapidly than elsewhere in the economy. Whereas
the proportion of skilled industrial workers without jobs declined gradually
throughout the year, in construction most of the decrease took place in the
second half. This is further evidence of the acceleration of activity in this sector
in the second half of 1968.

196 BANK OF ISRAEL ANNUAL REPORT 1968


