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Explanatory Note

This report was originally produced as an internal document, part of an effort 
by UNRWA to better understand the environment in which it operates and to 
better design, implement and monitor its interventions in the West Bank and 
Gaza Strip.  It is now being released to a broader audience as an informal brief-
ing paper with the intention of generating more and better policy discussion on 
socio-economic conditions in the occupied Palestinian territory (oPt) and ways 
of addressing these.  
 
In particular, this report is part of UNRWA’s effort to better understand the 
impacts of the prolonged socio-economic retrenchment facing Palestinians in 
the oPt since the end of 2000.  Through the use of a specially-designed data 
set from the Palestinian Central Bureau of Statistics (PCBS), UNRWA has 
also been able to monitor the specific socio-economic impacts of the crisis on 
refugees in the oPt. 
 
Most of the data on which this report relies are prepared by the PCBS, the 
source for the best available data on national income accounts, the labour 
market and living levels and poverty available for the oPt.  There are no es-
timates of changes in living and poverty levels in this report because, at the 
time of preparation, the PCBS had not completed field work for 2008.  (Poverty 
estimates for 2008 are expected to be released in the early autumn of 2009.)  
Data and information on poverty in 2008 will be included in UNRWA’s report on 
socio-economic conditions for 2008 as a whole.  
 
UNRWA extends its appreciation and thanks to our colleagues in the PCBS 
for producing the data used in this report.  While the data were generated by 
PCBS, the use of that data and the conclusions reached are solely those of 
UNRWA.  Research for this report also benefited from data and the various 
publications of the Palestinian Monetary Authority, the World Bank and the In-
ternational Monetary Fund.  UNRWA hereby acknowledges its debt to the fine 
work of all these organizations.
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Executive Summary
The Palestinian economy continued to stagnate 
with real Gross Domestic Product (GDP) in the first 
half of 2008 less than 1 percentage point above 
its level in the first half of 2007.  It is important to 
note that there was significant regression in the 
GDP in 2006 and almost no growth in 2007.  If 
formal accounting items are excluded, the real 
GDP declined by about 0.5 percent with the public 
sector declining by 1.7 percent and the private 
sector down about 0.2 percent.  Particularly 
dire conditions in Gaza lowered average growth 
overall, but socio-economic conditions in the West 
Bank remained stagnant, especially in parts of the 
private sector.  

Projections for 2008 as a whole suggest overall 
GDP in the oPt will be down about 1.2 relative to 
2007 and about 9.5 percent relative to 1999. (This 
excludes the effects of the Israeli assault on Gaza 
in the last week of the year.)  Per capita GDP is 
projected to decline 3.7 percent for the year and 
nearly 30 percent relative to 1999.  The occupied 
Palestinian territory (oPt) continued to have the 
worst performing economy in the Middle East and 
North Africa sub-region (MENA). 

Total employment in the oPt declined more than 
2 percent as between first-half 2007 and first-half 
2008, with a 6.8 percent decline in private sector 
employment with losses in the Gaza private 
sector being about twice as great proportionally.  
Israel and settlements were the main source of 
job growth for the oPt labour force in this period, 
adding about 18.2 percent more jobs in this 
period.  

Average unemployment in the oPt in the first-half 
2008 is estimated at 30.2 percent—up about 3.5 
percentage points relative to first-half 2007—and 
among the highest in the world.  Joblessness 
in Gaza in first-half 2008 is estimated at an 
unprecedented 44.7 percent, after adjusting for 
the “temporarily” absent from work.  In the West 
Bank, the unemployment rate was about 24.4 
percent in the same period, itself about double 
the MENA average.  Growth in unemployment 
was particularly pronounced among youth whose 
average broad unemployment rate reached 46.3 
percent in first-half 2008, up about 4.4 percentage 
points over first-half 2007.  

Labour force growth continued to outpace 
population growth and rates rose in the second 
half of the year.  However, growth in the oPt labour 
force was slower than growth in the working-age 
population during this period, reversing the trend 
of the past several years.  This was due mainly to 
a decline in labour force participation rates among 
young refugees, particularly in the West Bank. 

A� Gross Domestic Product and National 
Income in the oPt

Macroeconomic developments in the oPt in first-
half 2008 were conditioned by the turbulence 
surrounding Gaza.  In particular, the intensified 
siege of Gaza by the Government of Israel (GOI) 
and the continued boycott by donor countries of 
the Hamas administration resulted in differing 
economic and social impacts in Gaza and the 
West Bank.  Continued deterioration in Gaza was 
apparently enough to cancel out marginal growth 
in the West Bank resulting in macroeconomic 
stagnation relative to first-half 2007.  Furthermore, 
the amount of circulating credit fell more than 
11 percent in the oPt with a 15.6 percent loss 
in outstanding private sector credit.  Credit 
contraction in Gaza accounted for the entire loss 
of credit in the oPt in this period.

1� Real GDP

In the context of stagnation in the real GDP, 
public sector GDP—in particular administration 
and defence—declined more precipitously than 
that of the private sector.  Expanding private 
sector activities included commerce, financial 
intermediation (mainly banking) and private 
services, particularly real estate and business 
and personal services.  But there were declines 
in activities with importance for the Palestinian 
economy—agriculture, manufacturing, 
construction—as well as transport.  Disaggregated 
regional data are unavailable, indirect evidence 
suggests that most public and private sector 
losses are concentrated in Gaza, while most 
growth was accounted for by developments in the 
West Bank.  
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2� Credit

Accompanying and contributing to the economic 
malaise was an 11.3 percent decline in the 
value of outstanding bank credit in the oPt as 
between mid-2007 and mid-2008.  In the context 
of significant credit growth in the oPt in the past 
15 years, this decline was among only three 
year-on-year declines.  While credit contraction 
in Gaza accounted for all this decline, the 
increase in bank lending in the West Bank was 
insignificant.  Furthermore, in net terms, bank 
lending to the private sector contracted 15.6 
percent—with a particularly sharp decline in 
consumer and household lending—while that 
extended to the public sector expanded 0.6 
percent.  Disaggregated credit data for both sector 
and territory were not available but indirect data 
strongly suggests private sector credit contraction 
affected Gaza mainly if not solely.  The contraction 
in net outstanding credit no doubt contributed to 
macroeconomic turbulence, especially in Gaza.  
On the other hand, the continued growth of credit 
extension in the West Bank probably mitigated 
the downward pressures on production and 
incomes.

3� Longer Term Trends

Weak macroeconomic performance in the oPt 
in this period, it must be emphasized, was not 
due solely to the deterioration of conditions in 
Gaza.  Labour force and credit data suggest 
that the West Bank private sector was also 
stagnant, despite significant amounts of external 
assistance to the West Bank public sector.  This 
suggests that serious impediments to Palestinian 
economic growth remain, not least of which are 
Israeli-imposed movement restrictions in the West 
Bank.  

The state of the oPt private sector is of particular 
concern for the longer term.  That sector is the 
source of most employment and must generate 
long-term and sustainable employment for a 
growing population.  Impediments to private 
sector growth and development include severe 
movement restrictions, a severe decline in incomes 
and consumer demand and investors’ dampened 
expectations about the future.  This has generally 
discouraged private sector investment, particularly 
the types of investment that would transform the 
character of the economy. The bulk of new private 

investment in the past decade been concentrated 
in real estate, construction and finance, not in 
activities which can provide broader and more 
sustainable job opportunities such as agriculture, 
manufacturing and tourism.  This problem has 
been compounded by a banking system that 
has directed very little financing for productive 
activities such as agriculture and manufacturing; 
instead, bank credit has been disproportionately 
concentrated in more lucrative activities such as 
real estate, construction and wholesale trade. 

The effects of weak and narrowly focused private 
investment have been compounded by significant 
shortcomings in the public sector enabling 
environment, including investment in better 
quality education, health, social welfare and public 
infrastructure and an enabling legal, regulatory 
and institutional environment.  Since late 2000, 
Israeli military and political activities in the oPt 
have severely degraded public infrastructure 
and hindered the development of the institutions 
necessary for good governance.  

Meanwhile, the PA has been mired in budget 
deficits and donor boycotts, without the resources 
and means to engage in development activities.  
External assistance has been overwhelmingly 
absorbed by wages and salaries or public 
consumption (costs of materials, fuel and office 
space for the public sector), with little in the way of 
public infrastructure or institutional development.  
Of a projected USD 1.9 billion in estimated 
external assistance for 2008, only about USD 300 
million—or about 16 percent—is expected to be 
dedicated to public investment.  Relative to the 
past 8 years, public investment of this amount 
is above average but present circumstances will 
concentrate such expenditures in the West Bank 
and not in Gaza where they are needed more 
urgently.  

The net effect of the lack of private and public 
investment in the oPt is reduced economic 
growth, falling worker productivity and increasing 
informality in economic activities as both self-
employment and unpaid family labour have grown 
as a proportion of total employment.  This is 
particularly worrisome in regards to manufacturing 
whose contribution to GDP has continued to 
deteriorate.  In the context of a country with robust 
population growth and limited natural resources, 
the ability to produce and export (and re-export) 
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goods, rather than exporting labour, is essential to 
reducing unemployment and raising living levels.  
Manufacturing, and perhaps agriculture, have 
strategic long-term significance in overcoming 
the prolonged socio-economic crisis and laying 
the foundation for sustainable development.    

B� Labour Market Trends in the oPt

1� Year-on-Year Trends: Comparing First-Half 
2007 and First-Half 2008

Overall oPt labour force growth is estimated at 2.5 
percent as between first-half 2007 and first-half 
2008.  This was, contrary to the trend in recent 
years, slower than estimated population growth 
during the same period.  Underlying slower labour 
force growth was relatively rapid non-refugee 
labour force growth, a decline in the size of the 
West Bank refugee labour force and slower growth 
in the refugee labour force in Gaza.    

Average employment fell an estimated 2.3 
percent in first-half 2008 relative to first-half 2007, 
with refugees losing 7.6 percent of their jobs base 
and accounting for all net losses.  Employment 
of non-refugees increased by about 1 percent.  
Youth accounted for 44.4 percent of all job 
losses in the oPt in this period with Gaza youth 
accounting for the bulk of these.  Public sector 
employment increased 3.1 percent, employment 
in Israel and settlements rose 12.4 percent 
(accounting for 70 percent of all job growth) and 
private sector employment declined some 6.8 
percent.  In absolute terms, job losses in the 
private sector were nearly twice the number 
of jobs added in the public sector and in Israel 
and settlements.  More than 70 percent of an 
estimated 33,000 private sector job losses were 
in agriculture and construction.    

Squeezed by the Israeli-imposed siege, Gaza 
accounted for all net job losses in the oPt and in 
the private sector.  West Bank employment edged 
upward, fuelled by employment gains in Israel and 
settlements.  Refugees accounted for 35.5 percent 
of all employment gains—including more than 45 
percent of job gains in Israel and settlements—but 
also for more than 80 percent of all employment 
losses.  In net terms, refugees lost employment 
in both the West Bank and Gaza.  Non-refugees 
in Gaza also lost employment, while those in the 

West Bank accounted for all net job growth in the 
oPt in this period.

The core ILO unemployment rate rose to from 
20.3 percent in first-half 2007 to 24.1 percent in 
first-half 2008.  The broad unemployment rate 
increased from 26.7 percent to 30.2 percent in 
the same interval.  Broad unemployment in the 
West Bank averaged 24.4 percent while that in 
Gaza was 42.3 percent.  The unemployment 
rates of both refugees and non-refugees grew 
under both definitions of unemployment but 
those of non-refugees increased at a faster 
pace.  Nonetheless, refugee unemployment rates 
remained substantially higher than those of non-
refugees.  In first-half 2008, the broad refugee 
unemployment rate was 34.3 percent compared 
to 27.6 percent for non-refugees.  Simultaneously, 
the broad youth unemployment rate reached 46.3 
percent, the highest of any labour force segment.   

Non-refugees accounted for more than three-
quarters of broad unemployment growth in this 
period, consistent with the much faster growth 
of the non-refugee labour force.  Regionally, 
Gaza accounted for three-quarters of broad 
unemployment growth.  When the “temporarily 
absent” but unpaid in Gaza are included, the 
total number of unemployed persons in the oPt is 
estimated at about 314,000 or about 30.9 percent 
of the labour force.  Unemployment rates in the oPt 
remained among the very highest in the world.    

Israel and settlements—the main source of 
job growth for the Palestinian economy in this 
period—added as many as 12,000 jobs for West 
Bank labourers.  The secondary effect of this 
employment—increased domestic consumption 
spending—seems to have boosted the number of 
small retail trade enterprises in the West Bank.  
This increased the share of total employment 
accounted for by wage labourers and employers 
and proportionally reduced self-employment and 
unpaid family labour.  The short-term employment 
and income gains from increased employment in 
Israel cannot hide the fact that such employment 
is temporary and subject to the political whims of 
the Israeli authorities.  On the macro level, such 
employment distorts the Palestinian economy by 
inflating domestic wages and creating disincentives 
for domestic “human capital” formation.  The long-
term danger of relying on such employment is that 
policymakers will postpone the difficult decisions 
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required to put the Palestinian economy on a 
path of sustainable employment generation and 
development.   

Accelerating inflation raised the nominal daily 
wage by nearly 13 percent in NIS terms to NIS 
92.2 in first-half 2008.  Factoring average monthly 
days worked and inflation into the analysis, the 
purchasing power of the average monthly wage 
in the oPt increased about 2.7 percent in first-
half 2008 relative to first-half 2007.  Real average 
monthly wages of refugees increased by 5.7 
percent—more than twice the average rate—and 
settling at a level above those of non-refugees.  
There was wide regional variation in real wage 
evolution with real wages rising slightly in the 
West Bank and falling significantly in Gaza.



7Briefing Paper June 2009

Socio-Economic Developments in the oPt, First-Half 2008

I� Introduction
This is UNRWA’s fourth report on recent economic 
and social developments in the occupied 
Palestinian territory (oPt).1  The present report is 
an update and covers the first half of 2008.  The 
report is divided into two substantive sections.  The 
first addresses developments in domestic output 
and income through an assessment of national 
income accounts.  Levels and changes in the 
Gross Domestic Product of the Palestinian public 
and private sectors is the focus of this section.  The 
second section covers oPt population and labour 
force and underlying labour market dynamics.  
Data and analysis based on refugee status and 
Palestinian region are presented.    

Given the late release by the Palestinian 
Central Bureau of Statistics (PCBS) of detailed 
results from the Palestinian Expenditure and 
Consumption Survey (PECS) for 2008, this report 
does not present any information on this important 
dimension of social conditions.  A separate, 
detailed report on household living levels and 
poverty by refugee status in the oPt for 2008 will 
be produced following the release of that data.  
Like previous reports, this report relies on special 
data series produced by PCBS at the request of 
UNRWA.

UNRWA has two main objectives in producing 
this series of reports.  First, to monitor and assess 
general economic and social conditions in two 
of UNRWA’s five fields of operation.  The West 
Bank and Gaza Strip together account for a major 
portion of UNRWA activities.  Second, these 
reports provide important data, information and 
analysis on the socio-economic conditions of the 
estimated 1.8 million registered refugees in the 
oPt.  These refugees are clients of the Agency 
and regularly monitoring their conditions allows 
UNRWA to assess the impacts and refine its 
programmes.  

II� Notes on Methodology
Estimates of the numerical size of the various 
components of the oPt labour market (e.g. labour 
force, employed, unemployed) are generated 
on the basis of quarterly labour force surveys 
(expressed in rates or ratios) and on underlying 
population estimates (expressed in absolute 
figures).  The population estimates, in turn, are 
based on projections developed by the PCBS 
using the 1997 census data and revised in 2003 
in light of more recent population growth data.

Until the fourth quarter of 2007, PCBS data 
regularly included numerical estimates of the 
various labour market components.  Given 
the expected discrepancies between existing 
population estimates for 2007 and the population 
census of December 2007,2 PCBS has decided 
not to release numerical estimates of labour 
market components after the third quarter of 
2007.  Rather, after third quarter 2007, PCBS has 
released all labour market data as rates only.  For 
example, rather than estimating the total number 
of employed persons, PCBS has provided the rate 
of employment; rather than offer an estimate of 
the number of unemployed, PCBS only released 
an unemployment rate.

For purposes of consistency, all population 
and labour market data in this report are based 
on existing population estimates.  Numerical 
estimates of labour market components for the 
last quarter of 2007 and the first half of 2008 were 
generated by multiplying the relevant rates by the 
existing absolute population estimates.  Given 
the recent census results, the absolute size of the 
various labour market components presented in 
this paper is overestimated.  However, the trends 
implied by changes over time are largely accurate.  
It is expected that the results of the 2007 census 
will provide a basis for better estimates of labour 
market components in recent years, as well as a 
new baseline for projections into the future.    

The temporal focus of this briefing paper is first-
half 2008.  Two types of comparisons are made.  
First, in order to highlight changes sequential 
changes, first-half 2008 is compared to second-
half 2007.  Second, the report makes a year-on-
year or parallel periods comparison by contrasting 
first-half 2007 and first-half 2008.3  
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III� Domestic Output and Income

A. Gross Domestic Product: Private and 
Public Sectors

The Gross Domestic Product (GDP) is calculated 
as the market value of all goods and services 
produced minus the market value of resources 
(e.g. raw materials, labour power) used up in 

producing those same goods and services.  Thus, 
GDP is a measure of the value-added generated 
as well as the extent and efficiency of use of the 
country’s natural, human and capital resources.  
Table 1 presents the semi-annual GDP in the 
occupied Palestinian territory (oPt) for first-
half 2008, estimated at about USD 2 billion as 
measured in 1997 USD.

Table 1: GDP by Economic Activity and Activity Shares for the oPt, 20074

(in USD millions at 1997 market prices)

First-Half 
2008 Share

Economic Activity
A. Agriculture and Fishing 139.0 6.78%
B. Mining, Manufacturing, Electricity and Water 261.9 12.78%

1 --mining and quarrying 8.8 0.43%
2 --manufacturing 218.1 10.64%
3 --electricity and water supply 35.0 1.71%

C. Construction 33.2 1.62%
D. Wholesale and Retail Trade 218.9 10.68%
E. Transport, Storage and Communications 174.7 8.52%
F. Financial Intermediation 98.0 4.78%
G. Other Services 501.4 24.46%

1 --real estate, renting and business services 192.3 9.38%
2 --community, social and personal services 26.4 1.29%
3 --hotels and restaurants 57.4 2.80%
4 --education 166.0 8.10%
5 --health and social work 59.3 2.89%

H. Public Administration and Defense 266.0 12.98%
I. Households with Employed Persons 5.0 0.24%

  Minus: FISIM -69.0 -3.37%
  Plus: Customs Duties 132.1 6.44%
  Plus: VAT on Imports (net) 288.5 14.08%
Gross Domestic Product 2,049.7 100.00%

Economic activity was distributed as indicated 
in the last column of the table with productive 
activities (items A, B and C) accounting for about 
21.1 percent of domestic value-added, commerce 
(item D) for 10.6 percent and private and public 
services (items E, F, G, H and  I) for about 51 
percent.  The items “below the line” reflect the 
national accounting convention of subtracting 

“FISIM,” a measure of profitability of financial 
institutions and adding the central governments’ 
revenues from customs and value-added taxes 
(VAT) on imports.

Excluding the “below-the-line” accounting items, 
value-added produced in the private sector 
(including NGOs) is estimated at about 73.6 
percent of total GDP, including items A-F, G.1-G.3 
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plus 9.7 percent of item G.4 (education) plus 45.9 
percent of G.5 (health) plus item I.  Public sector 
GDP is the market value of services provided by the 
Palestinian Authority (PA) and local government 
employees.5  In Table 1, this consists of about 
71.8 percent of item G.4 (education), about 42.3 
percent of item G.5 (health and social work) and 
100 percent of item H (public administration and 
defense).  Applying these ratios suggests the 
public sector accounted for about 24.2 percent 
of GDP in first-half 2008. UNRWA education and 
health activities are estimated to have generated 
about 2.2 percent of total GDP including 18.4 
percent of item G.4 (education) and 11.8 percent 
of item G.5 (health).6

B. Background to Developments in First-Half 
2008  

The backdrop to macroeconomic developments 
in the current reporting period was a significant 
recession in economic activity in 2006 and near 
zero growth in 2007.  This was the direct result of 
the GOI impounding of most PA fiscal revenues 
and the boycott of the elected Hamas government 
by major donors and the GOI beginning in early 
2006.  The public employees’ strike that began 
in the last trimester of 2006 also contributed to 
the crisis.  Real GDP declined by an estimated 
7.8 percent in 2006 and grew by only 0.6 percent 
in 2007.7  These declines were due mainly to 
unprecedented retrogression in public sector 
GDP, combined with a stagnant private sector.

The continuation of the public sector strike into 
2007, the assumption of power by Hamas in 
Gaza in mid-2007, the subsequent dismissal of 
the elected PA government and the formation of a 
caretaker government in the West Bank, generated 
significant economic turbulence during 2007-2008.  
That turbulence was mainly due to GOI and donor 
country policies that mainly entailed boycotting 
and isolating the Hamas administration in Gaza 
while increasing aid to the caretaker government 
in the West Bank.  While public sector workers 
in Gaza continued to be paid, mainly through 
donor support to the PA budget, the net effect of 
these policies was to undermine socio-economic 
conditions in Gaza, while shoring them up in the 
West Bank after mid-2007.

C. Inter-Temporal Comparisons of GDP

In the present report, macroeconomic 
developments in the first half of 2008 will be 
compared to performance in the second half of 
2007 and with conditions in the first half of 2007.  
Using the sequential periods method (comparing 
first-half 2008 with second-half 2008) highlights 
shorter-term changes but does not adjust for 
seasonality in economic activity.  For example, 
value-added in agriculture, construction, internal 
trade and services such as education can fluctuate 
significantly from period to period due to seasonal, 
rather than “exogenous,” factors such as Israeli-
imposed movement restrictions and reduced 
incomes.  Using parallel periods (comparing first-
half 2008 with first-half 2007) largely resolves 
the seasonality problem and provides a better 
assessment of recent economic developments.   

1� Comparing Second-Half 2007 and First-Half 
2008

Estimates indicate that the oPt GDP declined 
about 2.2 percent in real terms in first-half 2008 
relative to second-half 2007 (see Table 2).  This 
was accounted for by declines in every economic 
activity except commerce (item D) and household 
employment (item I).  While the manufacturing 
branch (item B.1) barely held its own, other 
“productive” activities—e.g. agriculture and 
construction—experienced net declines.  Among 
services, both private and public, that together 
accounted for about half the value of GDP in first-
half 2008, only community, social and personal 
services (item G.2) and hotels and restaurants 
(item G.3) expanded as between the two 
sequential periods.  Even education and health, 
both with significant public sector components, 
had net declines in GDP contributions.  

The decline in public administration and defence 
value-added (item H) reflects the PA’s fiscal 
reforms that entailed reductions in public sector 
employment.  Despite the net increase in “below-
the-line” accounting items related to the public 
sector—customs duties and VAT on imports—
this was insufficient to yield GDP growth.  It is 
important to note that the PA—at least the portion 
of it based in the West Bank—was not subject 
to the debilitating impounding of fiscal revenues 
imposed by the GOI after mid-2007.8  
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Table 2: GDP by Economic Activity for the oPt,  Second-Half 2007 and First-Half 20089

(in USD millions at 1997 market prices)

Economic Activity Second-Half
2007

First-Half
2008

Absolute
Change

Relative
Change

A. Agriculture and Fishing 167.8 139.0 -28.8 -17.16%

B. Mining, Manufacturing, Electricity and 
Water 262.4 261.9 -0.5 -0.19%

1 --mining and quarrying 10.7 8.8 -1.9 -17.76%
2 --manufacturing 216.9 218.1 1.2 0.55%
3 --electricity and water supply 34.8 35.0 0.2 0.57%

C. Construction 46.7 33.2 -13.5 -28.91%
D. Wholesale and Retail Trade 208.7 218.9 10.2 4.89%

E. Transport, Storage and 
Communications 253.3 174.7 -78.6 -31.03%

F. Financial Intermediation 99.6 98.0 -1.6 -1.61%
G. Other Services 508.3 501.4 -6.9 -1.36%

1 --real estate, renting and business 
services 198.2 192.3 -5.9 -2.98%

2 --community, social and personal 
services 22.8 26.4 3.6 15.79%

3 --hotels and restaurants 41.5 57.4 15.9 38.31%
4 --education 173.1 166.0 -7.1 -4.10%
5 --health and social work 72.7 59.3 -13.4 -18.43%

H. Public Administration and Defense 280.5 266.0 -14.5 -5.17%
I. Households with Employed Persons 4.4 5.0 0.6 13.64%

  Minus: FISIM -71.3 -69.0 2.3 -3.23%
  Plus: Customs Duties 152.8 132.1 -20.7 -13.55%
  Plus: VAT on Imports (net) 183.8 288.5 104.7 56.96%

Gross Domestic Product 2,097.0 2,049.7 -47.3 -2.26%

While separate data for the West Bank and Gaza 
are not available, labour market data and other 
sources10 suggest that the Gaza economy was in 
decline after mid-2007 and probably accounted 
for the bulk of the decline in overall oPt GDP—
especially of private sector activity—during this 
period.  The siege imposed on Gaza likely also 
reduced customs duties (below the line in Table 
2).  (By standard national accounting methods, 
such revenues constitute additions to estimated 
GDP.)  The siege, in addition to physically limiting 
imports, has reduced average incomes and 
household demand for all goods and services, 
including imports.     

2� Comparing First-Half 2007 and First-Half 
2008

Table 3 indicates that GDP in the oPt was nearly 
unchanged as between first-half 2007 and first-
half 2008, rising an estimated 0.6 percent in real 
terms.  Excluding the accounting items below 
the line, there was a net decline of about 0.5 
percent in real GDP.  Private sector activities that 
experienced a decline in value-added include 
agriculture, manufacturing, construction and 
transport/communications.  Expanding private 
sector activities include commerce, financial 
intermediation (mainly banking) and private 
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services.  Private services, in particular—e.g. 
hotels, restaurants, real estate, and business and 
personal services—expanded most rapidly.11  
Among public sector activities, administration 
and defence declined by some 8.1 percent.  

Moreover, there was a decline in health and social 
work; assuming that private, NGO and UNRWA 
health care services were not diminished during 
this interval, the decline seems to be due to public 
sector health activities.

Table 3: Estimates of GDP by Economic Activity for the oPt, First-Half 2007 and First-Half 
200812

(in USD millions at 1997 market prices)

First-Half
2007

First-Half
2008

Absolute
Change

Relative
ChangeEconomic Activity

A. Agriculture and Fishing 173.0 139.0 -34.0 -19.65%

B. Mining, Manufacturing, Electricity and 
Water 264.9 261.9 -3.0 -1.13%

1 --mining and quarrying 10.6 8.8 -1.8 -16.98%
2 --manufacturing 219.1 218.1 -1.0 -0.46%
3 --electricity and water supply 35.2 35.0 -0.2 -0.57%

C. Construction 57.1 33.2 -23.9 -41.86%
D. Wholesale and Retail Trade 202.9 218.9 16.0 7.89%
E. Transport, Storage and Communications 225.2 174.7 -50.5 -22.42%
F. Financial Intermediation 92.9 98.0 5.1 5.49%
G. Other Services 397.8 501.4 103.6 26.04%

1 --real estate, renting and business 
services 145.0 192.3 47.3 32.62%

2 --community, social and personal 
services 21.1 26.4 5.3 25.12%

3 --hotels and restaurants 26.3 57.4 31.1 118.25%
4 --education 141.7 166.0 24.3 17.15%
5 --health and social work 63.7 59.3 -4.4 -6.91%

H. Public Administration and Defense 289.5 266.0 -23.5 -8.12%
I. Households with Employed Persons 4.2 5.0 0.8 19.05%

  Minus: FISIM -68.5 -69.0 -0.5 0.73%
  Plus: Customs Duties 131.2 132.1 0.9 0.69%
  Plus: VAT on Imports (net) 266.2 288.5 22.3 8.38%
Gross Domestic Product 2,036.4 2,049.7 13.3 0.65%
“Above the Line” GDP 1,707.5 1,698.1 -9.4 -0.55%

While there were declines in both private and 
public sector contributions to real GDP, most of 
the contraction during this period was accounted 
for by the public sector.  As indicated in Table 
3.A, private sector GDP in real terms declined 

by an estimated 1.7 percent as between first-half 
2007 and first-half 2008, while the private sector 
contracted some 0.2 percent.  Thus, the public 
sector accounted for more than three-fourths of 
the GDP decline.  
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While separate GDP data for the West Bank and 
Gaza Strip is not available, evidence from the 
labour markets of each territory suggests that 
both territories contributed to the decline in private 
sector GDP.  The West Bank experienced a 3.1 
percent decline in private sector employment 
during same period while Gaza saw a 17 percent 
contraction.  The decline in public sector GDP 
is difficult to explain with reference to the labour 
markets because there were increases in public 
sector employment in both territories.  However, 
estimating public sector GDP involves, in 
addition to employment and salaries, calculating 
intermediate consumption and depreciation.  
Intermediate consumption (i.e. rental payments 
for the use of office space, fuel, electricity, furniture 
and equipment) and depreciation of public capital 
assets (i.e. buildings and physical infrastructure) 
are deductions from public sector GDP.  Thus, 
increases in intermediate consumption and/or 
depreciation (wear and tear in excess of repair 
or augmentation) may be responsible for the 
estimated decline in public sector GDP. 

outpaced GDP growth since 1994—even during 
the past eight years of socio-economic crisis13-
-providing credit for business investment and 
household consumption spending.

Table 4 indicates that in absolute USD terms, the 
value of outstanding bank credit—the value of 
existing and new loans minus the value of loans 
paid back during the year—in the oPt declined 
11.3 percent or about USD 216 million to about 
USD 1.68 billion in mid-2008.  In the context of 
significant credit growth in the oPt in the past 15 
years, this decline was among few anomalies.14  

The bulk of the decline in credit—some USD 220 
million—was suffered by private sector borrowers.  
Overall credit to the private sector declined by 
15.6 percent.  This included a 64 percent decline 
in consumer credit to households and a 1.8 
percent reduction in business credit.  The decline 
in outstanding credit to business was the first 
since 2002.

Table 3.A: Estimates of GDP by Sector in the oPt, First-Half 2007 and First-Half 2008
(in USD millions at 1997 market prices)

First-Half
2007

First-Half
2008

Absolute
Change

Relative
Change

Private Sector 1,253.5 1,250.2 -3.2 -0.26%
Public Sector 417.6 410.3 -7.3 -1.75%
GDP (“above the line”) 1,707.4 1,698.1 -9.3 -0.55%
GDP (total) 2,036.4 2,049.7 13.3 0.65%

D. Credit and Macroeconomic Trends 

Credit availability, as recent global economic 
developments have underlined, is a vitally 
important determinant of general economic 
conditions, especially for the private sector.  
Bank credit in the oPt since 1994 has generally 
grown rapidly as more than 20 banks established 
operations and branches in the West Bank and 
Gaza.  Bank lending in the oPt has consistently 

At the same time, credit extended to the public 
sector edged up by 0.6 percent or about USD 
2.3 million.  That growth was divided between a 
65 percent decline in outstanding credit to local 
authorities and a 4.5 increase in that to the central 
government.  This reversed the drop in bank 
lending to the central government in 2006 and 
first-half 2007 when the banks generally complied 
with the Israeli and donor boycott of the Hamas 
government.
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Table 4: Value of Outstanding Bank Credit to Resident Entities in the oPt, Mid-2007 and 
Mid-200815 (nominal USD millions)

Outstanding
Credit Mid-2007 Outstanding

Credit Mid-2008 Relative

Borrowing Entity Mid-2007 Share Mid-2008 Share Change
Private Sector 1,401.9 73.80% 1,182.6 70.24% -15.64%
--Businesses 1,090.8 57.42% 1,070.8 63.60% -1.83%
--Households 311.1 16.38% 111.8 6.64% -64.07%
Public Sector 497.8 26.20% 501.1 29.76% 0.66%
--Palestinian Authority 469.7 24.72% 491.2 29.18% 4.59%
--Palestinian Local 
Authorities 28.1 1.48% 9.8 0.58% -65.07%

Total 1,899.7 100.00% 1,683.7 100.00% -11.37%

Table 5: Value of Outstanding Bank Credit by Palestinian Territory, End-2005—Mid-200817 
(nominal USD millions)

Changes
End-2005-

End-2005 End-2006 End-2007 Mid-2008 Mid-2008
West Bank 1,192.7 1,380.8 1,431.8 1,446.0 21.24%
Gaza Strip 593.7 524.6 326.7 190.5 -67.91%
Total 1,786.4 1,905.4 1,758.5 1,636.5 -8.39%

On a regional basis, Palestinian Monetary 
Authority (PMA) data indicates that outstanding 
credit in Gaza (to both public and private sectors) 
contracted by more than two-thirds as between 
end-2005 and mid-2008, while that extended in 
the West Bank grew by more than one-fifth (see 
Table 5).16  The decline in credit availability in Gaza 
accelerated in 2007 and 2008.  

While sector data on a territory basis are not 
available, the data in Table 4 and Table 5 suggest 
that the decline in private sector credit was due to 
credit contraction in Gaza, including the drawdown 
in consumer loans to households.  Anecdotal 
information indicates that banks have become 
increasingly reluctant to extend consumer loans, 
particularly to public sector employees, and 
particularly in Gaza.  This presumably is due to their 
experience in 2006 when thousands of borrowers 
were unable to repay loans previously taken due 
to the non-payment of public sector salaries.  
Moreover, depressed economic conditions and 

political uncertainty are more pronounced in Gaza 
than in the West Bank.  A heightened perception 
of risk may partly explain the banks’ reduced 
credit activity in Gaza but banks may have also 
responded to pressures to isolate the Hamas 
administration in Gaza.  

First-half 2008 was thus characterized by a 
stagnant real GDP and a decline in the value of 
extended bank credit.  In both cases, the effects 
of the siege of Gaza weighed down the oPt 
economy, especially the private sector.  As noted 
elsewhere,18 employment growth in the West 
Bank was due mainly to growth in employment in 
Israel and settlements while employment in Gaza 
eroded considerably in first-half 2008.  Likewise, 
credit availability in the West Bank has grown 
while that in Gaza has contracted.  A focus on 
the stagnancy in overall GDP alone hides the 
underlying and vast differences in conditions and 
economic performance in the separate Palestinian 
territories.
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E. The Evolution of GDP and Per Capita GDP

The socio-economic crisis in the oPt has been 
characterized by population growth combined 
with a stagnant economy.  Population grew by 
about 28.6 percent between 1999 and 2008 while 
estimated real GDP in 2008 was 9.5 percent below 
its 1999 level, as indicated in Table 6.  The result 
was a nearly 30 percent decline in per capita GDP.  
In 2008 alone, real per capita GDP fell by about 
3.7 percent relative to 2007.
Table 6: Population and National Income Estimates for the oPt, Annual, 1999, 2007-
200819

(GDP in constant 1997 USD)

1999 2007 2008 2007-2008
Change

1999-2008
Change

Mid-Year Population (oPt) 2,797,780 3,510,277 3,599,020 2.53% 28.64%
GDP (USD millions) 4,511.7 4,133.0 4,080.3 -1.27% -9.56%
Per Capita GDP (USD) 1,612.6 1,177.4 1,133.7 -3.71% -29.70%

The regression in the oPt economy has stood in 
marked contrast to the performance of other sub-
regional economies.20  Generally, economies in 
neighbouring countries have produced double-
digit growth in per capita GDP during much of the 
past decade.21 

F. Summary and Longer Term Trends and 
Implications

Macroeconomic performance in the oPt in the 
period under review was a continuation of the 
stagnation of the past two years.  Real GDP rose 
marginally (0.6 percent) while “above the line” GDP 
declined marginally (0.5 percent).  The evidence 
suggests that public sector GDP declined more 
rapidly than private sector GDP.  Furthermore, 
the amount of circulating credit fell more than 
11 percent in the oPt.  The private sector lost 
about 15.6 percent of credit available to it in mid-
2007 while bank lending to the PA increased 4.5 
percent.  In net terms, credit contraction affected 
Gaza solely.  Income continued to deteriorate as 
per capita GDP is expected to fall by another 3.7 
percent in 2008 relative to 2007. 

While there are no available disaggregated GDP 
data for the West Bank and Gaza, there is little doubt 
that conditions in Gaza are mainly responsible for 

the stagnation in the oPt economy.  Nonetheless, 
based on labour force data provided below, the 
West Bank private sector was also in a state of 
contraction during this period.  Thus, despite 
significant amounts of external assistance to the 
public sector, overall GDP remained stagnant.  
This suggests that serious impediments to 
Palestinian economic growth remain, not least of 
which are Israeli-imposed movement restrictions 
in the West Bank.  

More troubling for the longer term is the 
contraction in the private sector, the source 
of most employment and the sector that must 
generate long-term and sustainable employment 
for a growing population.  The problems facing 
the Palestinian private sector include severe 
movement restrictions, a severe decline in incomes 
and consumer demand and investors’ dampened 
expectations about the future.  This has generally 
discouraged private sector investment—net 
additions to the productive capacity of business 
and farming enterprises.  Moreover, the private 
investment that has occurred has been mainly 
concentrated in real estate, construction and 
finance, while investment in productive activities 
like agriculture and manufacturing has been scant.  
This problem has been compounded by a banking 
system that has concentrated disproportionate 
amounts of credit on commerce, real estate and 
construction.22 

The effects of low levels of private investment 
in the physical means to produce goods and 
services have been compounded by shortcomings 
in the public sector enabling environment.  Public 
investment in better quality housing, education, 
health, social welfare and public infrastructure 
and an enabling legal, regulatory and institutional 
environment encourage private investment.  
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Since late 2000, Israeli military and political 
activities in the oPt have persistently and severely 
degraded the public infrastructure and hindered 
the development of PA institutions necessary for 
good governance.  Meanwhile, the PA has been 
mired in budget deficits and donor boycotts, 
without the resources and means to invest in 
public infrastructure in a meaningful way.  

The PA itself spent only USD 8 million on capital 
spending from its own budget in 2006—less than 
one-third the amount spent in the previous three 
years—despite the fact that it received some USD 
747 million in external budgetary support during 
the year.  Budgetary support rose to USD 907 
million in 200723 and USD 947 million in the first half 
of 2008 alone.24  Yet development expenditures 
(which include public infrastructure) in 2007 were 
estimated by the IMF at about USD 254 million, all 
of it financed by donors, with projections for 2008 
at about USD 300 million.25  In other words, public 
consumption (recurring budget expenditures) 
presently far exceeds public investment in 

the oPt.  Furthermore, recent internal political 
developments and the donor boycott of the Hamas 
administration in Gaza, have concentrated nearly 
all development spending in the West Bank.  

The net effect of the lack of private and public 
investment in the oPt has been reduced economic 
growth, falling worker productivity and increasing 
informality in economic activities as both self-
employment and unpaid family labour have 
grown as a proportion of total employment (see 
labour market section below).  This is particularly 
worrisome in regards to manufacturing whose 
contribution to GDP has continued to deteriorate.  
In the context of a country with robust population 
growth and limited natural resources, the ability 
to produce and export (and re-export) goods, 
rather than exporting labour, is essential to 
reducing unemployment and raising living levels.26  
Manufacturing has strategic long-term significance 
in overcoming the prolonged socio-economic 
crisis and laying the foundation for sustainable 
development.    
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IV� Labour Force and the Labour 
Market: Second-Half 2007 and 
First-Half 2008

A. Labour Force

The broadly-defined labour force includes the 
three components: a) all employed persons (fully- 
employed, under-employed and temporarily 
absent from work); b) all unemployed persons 
actively seeking employment; and c) all the 
discouraged unemployed, i.e. those able and 
willing to work but not seeking employment due to 
a conviction that no job will be found.  The first two 
components are used in the narrow ILO definition 
of the labour force.  Adding the third component 
yields a truer picture of the number of people 
working and willing to work—the broad labour 
force. 

Data presented in Table 7 suggests that estimated 
working-age population growth (1.9 percent) 

was more rapid than oPt population growth (1.6 
percent) as between second-half 2007 and first-
half 2008.  However, the broadly-defined labour 
force, at about 1.01 million persons, was virtually 
unchanged in size.  The estimated decline in 
the size of refugee labour force (2.7 percent) 
was largely offset by the growth in the non-
refugee labour force (1.6 percent).  Given similar 
population growth rates, slower refugee labour 
force growth was accounted for by a 2 percentage 
point decline in the refugee broad labour force 
participation during this period.28  There were 
declines in the refugee labour force in both the 
West Bank and Gaza Strip; non-refugee labour 
force participation increased in the West Bank but 
declined in Gaza.

Table 7: Estimates of Average oPt Population, Labour Force, Employment and Unemployment 
by Refugee Status, Second-Half 2007 and First-Half 200827

Sequential Semi-Annual Second-Half
2007

First-Half
2008

Absolute
Changes

Relative
Changes

Total Population 4,065,072 4,129,946 64,874 1.60%
   of which: refugees 1,664,449 1,692,614 28,165 1.69%
   of which: non-refugees 2,400,623 2,437,332 36,709 1.53%
Working-Age Population (15+) 2,226,221 2,269,311 43,090 1.94%
   of which: refugees 911,529 930,053 18,524 2.03%
   of which: non-refugees 1,314,691 1,339,258 24,566 1.87%
Labour Force (Broad Definition) 1,013,941 1,013,161 -780 -0.08%
   of which: refugees 397,459 386,735 -10,724 -2.70%
   of which: non-refugees 616,482 626,426 9,944 1.61%
Employment 720,006 707,002 -13,004 -1.81%
   of which: refugees 270,161 253,868 -16,293 -6.03%
   of which: non-refugees 449,845 453,134 3,288 0.73%
Unemployment (Broad Definition) 293,934 306,159 12,225 4.16%
   of which: refugees 127,298 132,867 5,569 4.37%
   of which: non-refugees 166,636 173,293 6,656 3.99%
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B. Employment

Average total employment in the oPt, as indicated 
in Table 8, declined by an estimated 1.7 percent as 
between second-half 2007 and first-half 2008 or 
by about 12,350 jobs.  Public sector employment 
expanded by an estimated 3.1 percent, while the 
domestic private sector shed some 5.4 percent of 
its employment base. 29  The domestic economy 
(the public sector plus the private sector) alone 
is estimated to have lost some 21,000 positions 
or about 3.2 percent of the jobs that existed in 
second-half 2007.  This was mitigated by a 12.4 
percent increase in employment in Israel and Israeli 
settlements—the main source of employment 
growth during first-half 2008—an estimated 8,600 
additional jobs relative to first-half 2007.30

In the aggregate and on a net basis—i.e. 
subtracting losses from gains—refugees suffered 
all job losses during this period while non-refugee 
employment increased marginally.  There was a 

nearly 6 percent decline in jobs held by refugees 
and an 0.8 percent increase in jobs held by non-
refugees in first-half 2008 relative to second-half 
2007.  Refugee employment gains in the public 
sector were less than proportional to their weight 
in the labour force as a whole, while refugee 
job losses in the private sector were well above 
proportional.  On the other hand, refugees 
accounted for more than half of employment 
growth in Israel and settlements, far greater than 
their share of the labour force. 

Aggregate figures hide the fact that the West 
Bank employment grew marginally—boosted 
by employment growth in the public sector and 
in Israel and settlements—while employment 
in Gaza fell precipitously with losses in both the 
public and private sectors.31  In the West Bank, all 
net job losses were accounted for by refugees, 
while in Gaza both refugees and non-refugees 
lost employment.

Table 8: Estimates of oPt Employment by Sector and Refugee Status, Second-Half 2007 
and First-Half 2008

OPT Sector Employment Second-Half
2007

First-Half
2008

Absolute
Changes

Relative
Changes

Public Sector 168,085 173,319 5,233 3.11%
   of which: refugees 83,659 85,154 1,495 1.79%
   of which: non-refugees 84,427 88,165 3,738 4.43%
Private Sector 481,828 455,619 -26,209 -5.44%
   of which: refugees 168,962 146,783 -22,179 -13.13%
   of which: non-refugees 312,866 308,836 -4,029 -1.29%
Israel, Industrial Zones, Settlements 69,451 78,064 8,613 12.40%
   of which: refugees 17,413 21,931 4,519 25.95%
   of which: non-refugees 52,038 56,133 4,094 7.87%
Total Employment 719,364 707,002 -12,362 -1.72%
   of which: refugees 270,034 253,868 -16,165 -5.99%
   of which: non-refugees 449,330 453,134 3,803 0.85%
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Table 9: Estimates of oPt Private Sector Employment by Economic Activity32 and Refugee 
Status, Second-Half 2007 and First-Half 2008

Second-Half
2007

First-Half
2008

Absolute
Changes

Relative
Changes

Agriculture, Fishing 106,702 92,998 -13,704 -12.84%
   of which: refugees 26,467 21,688 -4,779 -18.06%
   of which: non-refugees 80,235 71,310 -8,925 -11.12%
Manufacturing, Mining 78,164 74,657 -3,507 -4.49%
   of which: refugees 22,792 18,482 -4,310 -18.91%
   of which: non-refugees 55,372 56,175 803 1.45%
Construction 35,567 39,237 3,670 10.32%
   of which: refugees 14,293 9,120 -5,174 -36.20%
   of which: non-refugees 21,274 30,117 8,844 41.57%
Commerce, Hotels & Restaurants 128,108 129,436 1,328 1.04%
   of which: refugees 47,344 45,845 -1,498 -3.16%
   of which: non-refugees 80,765 83,591 2,826 3.50%
Transportation, Communication 41,219 30,609 -10,609 -25.74%
   of which: refugees 17,898 11,432 -6,466 -36.13%
   of which: non-refugees 23,320 19,177 -4,143 -17.77%
Other Private Services 92,710 88,948 -3,762 -4.06%
   of which: refugees 40,295 40,222 -73 -0.18%
   of which: non-refugees 52,416 48,727 -3,689 -7.04%
Total Private Sector Employment 482,470 455,886 -26,584 -5.51%
   of which: refugees 168,962 146,788 -22,174 -13.12%
   of which: non-refugees 313,380 309,097 -4,283 -1.37%

As indicated in Table 9, there were job losses 
in four of six private sector activities in first-half 
2008 (agriculture, manufacturing, transport/
communications, private services).  In total 
and on a net basis, the private sector lost an 
estimated 26,000 jobs or about 5.3 percent of the 
jobs in second-half 2007.  Only construction and 
commerce added employment.

In proportional terms, transport and 
communications lost the most employment—
down 25.7 percent.  Agriculture employment, that 
is seasonal in nature, was down 12.8 percent.  
This was followed by manufacturing and private 
services employment (real estate, business and 
personal services)33 with losses of 4-4.5 percent.  
There was an estimated 10.3 percent increase in 
construction employment, while employment in 
commerce, hotels and restaurants grew 1 percent.  
The latter two activities added about 5,000 jobs 

in first-half 2008 relative to the previous semi-
annual period.  This was offset by about 31,500 
net losses in other economic activities. 

More than 85 percent of private sector job losses 
were borne by refugees.  There were refugee 
employment losses in every economic activity, 
whereas non-refugees lost employment in three 
of six activities.  On a regional basis, the decline 
in private sector employment was much steeper 
in Gaza (10.1 percent) than in the West Bank 
(3.8 percent).  In Gaza, where political turmoil 
and the Israeli-imposed siege severely limited 
the import of productive inputs, raw materials and 
energy, the private sector lost more than 12,000 
positions spread across all economic activities, 
nearly three-quarters of them refugees.  In the 
West Bank refugees accounted for more than 90 
percent of private sector job losses estimated at 
14,250 in first-half 2008. 
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C. Unemployment

Unemployment rates—both narrow and broad—
rose in first-half 2008.  The narrow (ILO) rate rose 
by about 1.4 percentage points to 24.1 percent.  
The total number of unemployed rose by some 
13,650 or 6.4 percent (see Table 10).  The broad 
unemployment rate, which includes discouraged 
workers, increased by 1.3 percentage points to 
30.2 percent in first-half 2008.  Under the broad 
definition, there were an estimated 306,150 
unemployed persons in first-half 2008, an increase 
of some 4.1 percent relative to second-half 2007.  
Refugee unemployment rates were 5 percentage 
points above those of non-refugees in second-
half 2007.  Those gaps increased to more than 
6.5 percentage points in first-half 2008. 

Refugees experienced higher than average 

growth in both unemployment rates and in the 
number of unemployed persons.  The refugee 
broad unemployment rate increased by some 
2.3 percentage points, while the total number 
of unemployed refugees increased by about 4.3 
percent.  The non-refugee broad unemployment 
rate rose by about 0.6 percentage points while 
the total number of unemployed non-refugees 
grew about 4 percent.  Refugees accounted for 
about 43.3 percent of broad unemployment in the 
oPt in first-half 2008 while they were about 39.1 
percent of the broad labour force in second-half 
2007.  Rising average unemployment rates in the 
oPt was a function of conditions in Gaza; while 
the West Bank average broad unemployment 
rate fell by about 1 percentage point (to 24.4 
percent), that in Gaza surged by more than 6 
percentage points (to 42.2 percent).

Table 10: Estimates of ILO and Broad Unemployment Rates and Unemployment in the 
oPt by Refugee Status, Second-Half 2007 and First-Half 2008

Second-Half
2007

First-Half
2008

Absolute
Changes

Relative
ChangesOPT Unemployment Rates

Unemployment Rates (ILO) 22.71% 24.16% -- 6.39%
   refugees 25.79% 28.73% -- 11.42%
   non-refugees 20.73% 21.33% -- 2.89%
Unemployment Rates (Broad) 28.99% 30.22% -- 4.24%
   refugees 32.03% 34.36% -- 7.27%
   non-refugees 27.03% 27.66% -- 2.34%

OPT Unemployed
Unemployment (ILO Definition) 211,516 225,199 13,683 6.47%
   of which: refugees 93,866 102,334 8,469 9.02%
   of which: non-refugees 117,650 122,864 5,214 4.43%
Unemployment (Broad Definition) 293,934 306,159 12,225 4.16%
   of which: refugees 127,298 132,867 5,569 4.37%
   of which: non-refugees 166,636 173,293 6,656 3.99%
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1� Absentee Workers and Unemployment 

The unemployment picture was actually worse 
than that suggested above due to the extraordinary 
circumstances facing Gaza.  In particular, the 
Israeli-imposed siege and the PA president’s 
directive to public sector workers to not report for 
work, has significantly expanded the number of 
“workers absent from their usual work.”  In the 
standard International Labour Organization 
(ILO) methodology used by the PCBS, such 
employees are assumed to be temporarily away 
from their jobs, due to illness, work stoppage, 
natural disaster or for other reasons, and still 
receiving their normal wages.  While absentee 
employment in the West Bank labour force was 
insignificant throughout this period, in Gaza the 
phenomenon quadrupled in frequency in the 
second half of 2007 and remained significant in 
first-half 2008. 

This was due to two factors.  First, after the seizure 
of power by the Hamas movement in mid-2007, 
tens of thousands of PA security personnel heeded 
the instructions of PA authorities and ceased 
reporting to work.  These personnel continued to 
be paid their salaries.  Second, the Israeli siege 
on Gaza severely reduced the quantities of raw 
materials, building materials, fuel and other inputs, 
causing widespread work stoppages among 
private sector firms.  The owners of these firms 
subsequently sent their employees home, largely 
without pay.  In ILO methodology, these workers 
are assumed to be temporarily away from work 
but paid their normal wages and salaries.  In all, it 
is estimated that the number of absentee workers 
in Gaza jumped from about 4,400 in first-half 2007 
to about 18,500 in second-half 2007.

Probably, the majority of the absentees were PA 
security personnel not reporting to work while 
receiving their normal monthly salaries.  Thus, to 
count these as unemployed would overestimate 
joblessness and hardship.  If it assumed that 
about half the absentees were unpaid private 
sector workers, then the total number of actually 
unemployed and unpaid workers in Gaza, and in 
the oPt as a whole, in first-half 2008 should be 
adjusted upward by about 9,250 persons.  

Such an adjustment raises average broad 
unemployment in the oPt to about 310,000 
persons in first-half 2008 with the broad 
unemployment rate rising from 30.2 percent 
to 30.6 percent.  Among refugees, the 
adjustment raises the broad unemployment 
rate from about 34.3 to about 35 percent.  With 
no significant effect in the West Bank, the unpaid 
absentee worker phenomenon raises the average 
broad unemployment rate in Gaza to about 44.7 
percent (from 42.3 percent) and to 47.5 percent 
among refugees (from 42 percent).

D.  Youth in the Labour Market

The broad labour force participation rate of 
youth aged 15-24 in first-half 2008 was more 
than 10 percentage points below the average.  
Nonetheless, as indicated in Table 11, youth 
accounted for some 277,325 persons or 27.3 
percent of the total broad labour force in the oPt 
in first-half 2008.  With about 148,800 employed 
youth, they accounted for only 21 percent of 
all employed persons.  At the same time, with 
some 128,500 unemployed, youth accounted for 
about 42 percent of broad unemployment in first-
half 2008.  Youth unemployment rates were the 
highest of any demographic segment, about 46.3 
percent in first-half 2008.   
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Table 11: Estimates of Labour Market Conditions for oPt Youth, Second-Half 2007 and 
First-Half 200834

Second-Half
2007

First-Half
2008

Absolute
Changes

Relative
ChangesOPT Youth Labour Force Profile

Population (15-24) 802,915 819,104 16,189 2.02%
Labour Force (Broad) 289,344 277,326 -12,018 -4.15%
Employed 154,309 148,806 -5,503 -3.57%
Unemployed (Broad) 135,034 128,520 -6,514 -4.82%
Labour Force Participation Rate (ILO) 27.21% 25.86% -- -4.98%
Discouraged Rate 8.83% 8.00% -- -9.34%
Labour Force Participation Rate (Broad) 36.04% 33.86% -- -6.05%
Unemployment Rate (ILO) 37.84% 38.34% -- 1.32%
Unemployment Rate (Broad) 46.67% 46.34% -- -0.70%

The estimated broad youth labour force declined 
by an estimated 4.1 percent—some 12,000 
persons—in first-half 2008 relative to second-
half 2007.  This decline consisted of 5,500 fewer 
employed youth and 6,500 fewer unemployed 
youth. Youth lost jobs at about twice the 
average rate but bucked the general trend 
of increasing unemployment by leaving the 
labour force altogether.  It is not clear whether 
this was a return to school or whether it was simply 
a withdrawal from the labour force.  Nonetheless, 
the youth broad unemployment rate hardly budged 
and, at 46.3 percent, about 16 percentage points 
above the average in first-half 2008.  

On a regional basis, the youth labour force declined 
in both the West Bank (nearly 5 percent) and 
Gaza (about 1 percent).  Youth employment fell 
in both territories as well with Gaza (4.5 percent) 
falling more rapidly than the West Bank (1.8 
percent).  While youth unemployment declined in 
the West Bank (9.4 percent), it increased in Gaza 
(1.6 percent).  (Due to a lack of data, the degree 
of worker absenteeism among youth cannot be 
estimated.)

E. Social Composition of the Employed 
Labour Force

The employment status of working people, 
and changes over time, are suggestive of the 
social composition of the population.  A growing 
proportion of employers among those working, for 
example, suggests expanded business formation 

and improved economic conditions and vice versa.  
In the Palestinian context, a growing proportion 
of the self-employed—those who neither employ 
nor are employed by others—suggests higher 
levels of disguised unemployment and/or greater 
informality and vice versa.  Large or increased 
numbers of unpaid family members suggests 
disguised unemployment and growing informality, 
usually in agriculture and commerce.

Table 12 indicates that, while total net employment 
declined by about 12,700 jobs—or 1.7 percent—in 
first-half 2008, the estimated number of employers 
declined by some 3,300 or 10.7 percent, relative to 
second-half 2007.  Self-employment declined by 
about 3,350 positions or almost 2 percent.  Wage 
employment increased by some 11,400 jobs or 
2.6 percent, while unpaid family labour grew by 
some 17,400 or 19.6 percent. 

On the face of it, the decline in the number of 
employers is indicative of worsened business 
conditions (at least in the West Bank, as there was 
an increase in the number of employers in Gaza).  
The slight decline in self-employment and the 
much larger decline in unpaid family labour both 
suggest reduced informality in the economy.  The 
decline in self-employment was more pronounced 
in the West Bank than in Gaza.  The decline 
in unpaid family labour, a phenomenon most 
often associated with seasonal agriculture and 
commerce, was significant in both territories but 
more pronounced in Gaza.  The growth in wage 
employment was exclusive to the West Bank while 
such employment contracted in Gaza. 
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Table 12: Social Composition of the Employed Labour Force in the oPt by Refugee Status, 
Second-Half 2007 and First-Half 2008

Second-Half
2007

First-Half
2008

Absolute
Changes

Relative
ChangesEmployment Status

Employer 30,907 27,594 -3,313 -10.72%
    of which: refugees 9,289 7,260 -2,029 -21.84%
    of which: non-refugees 21,618 20,333 -1,284 -5.94%
Self-Employed 168,395 165,042 -3,353 -1.99%
    of which: refugees 54,085 51,413 -2,671 -4.94%
    of which: non-refugees 114,310 113,628 -682 -0.60%
Wage Employee 432,197 443,593 11,395 2.64%
    of which: refugees 182,375 175,894 -6,481 -3.55%
    of which: non-refugees 249,823 267,699 17,876 7.16%
Unpaid Family Member 88,507 71,076 -17,431 -19.69%
    of which: refugees 24,412 19,335 -5,077 -20.80%
    of which: non-refugees 64,095 51,741 -12,354 -19.27%
Total Employment 720,006 707,305 -12,702 -1.76%
    of which: refugees 270,161 253,903 -16,258 -6.02%
    of which: non-refugees 449,845 453,402 3,557 0.79%

The growth in wage employment in the West Bank 
was due mainly to the increased flow of Palestinian 
labour to jobs in Israel and settlements in first-half 
2008.  Increased wage employment in Israel—the 
main source of job growth in this period—led to 
a small net increase in West Bank employment, 
drawing from formerly self-employed and unpaid 
family workers.  In Gaza, there were employment 
declines across the board, indicating a deepening 
of the socio-economic crisis in this period.   The 
fact that refugees experienced declines across 
the board, and disproportionately large declines 
in the case of employers and the self-employed, 
reflects the impact of conditions in Gaza on the 
overall picture.  

F. Wage Rates and Monthly Wage Incomes

As indicated in Table 13, average nominal daily 
wages increased by 8.7 percent as between 
second-half 2007 and first-half 2008 to about NIS 
92.2.  Non-refugee average wages increased 
by 5.2 percent compared to 14.7 percent for 
refugees.  The growth in average wage may be 
due to increased employment in Israel, where 
wage rates are relatively high.  In both periods, 
average daily wages of non-refugees remained 
above those of refugees with the discrepancy 
falling from 11.9 percent in favour of non-refugees 
in second-half 2007 to 2.6 percent in first-half 2008.  
The much faster growth of refugee employment in 
Israel seems to be the primary reason behind the 
reduced difference in average daily wages here.    
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Table 13: Nominal and Real Average Daily and Monthly Wages in the oPt by Refugee 
Status, Second-Half 2007 and First-Half 200835

Second-Half
2007

First-Half
2008

Relative
ChangeAverage Daily Wages (Nominal NIS)

All Employed Persons 84.8 92.2 8.74%
Employed Refugees 79.1 90.7 14.74%
Employed Non-Refugees 88.5 93.2 5.27%

Average Monthly Days
All Employed Persons 21.9 22.3 1.48%
Employed Refugees 22.4 22.7 1.37%
Employed Non-Refugees 21.6 21.9 1.46%

Average Monthly Wages (Nominal NIS)
All Employed Persons 1,860 2,052 10.35%
Employed Refugees 1,773 2,062 16.31%
Employed Non-Refugees 1,914 2,044 6.81%

CPI Deflator (2004 = 1.0) 1.12 1.19 6.13%

Average Monthly Wages (Real NIS)
All Employed Persons 1,660 1,726 3.97%
Employed Refugees 1,582 1,734 9.59%
Employed Non-Refugees 1,708 1,719 0.64%

There was 1.4 percent increase in the average 
number of days worked each month in first-half 
2008.  Multiplying the average daily wage by 
the average number of days worked yields the 
average nominal monthly wage income of NIS 
1,860 in second-half 2007, about NIS 1,773 
for employed refugees and NIS 1,914 for non-
refugees.  The monthly average wage rose to NIS 
2,052 in first-half 2008, a 10.3 percent increase 
with refugees garnering a 16.3 percent average 
increase and non-refugees a 6.8 percent increase.  
With consumer price inflation of about 6.1 percent 
during the period under study, the purchasing 
power of average wage incomes increased 
about 3.9 percent, with refugees receiving 
an average increase of 9.5 percent and non-
refugees an increase of 0.6 percent.     

Developments in the West Bank account for the 
real wage increases and, in particular, the growth 
of employment in Israel and settlements and, more 

specifically, the growth of refugee employment in 
Israel and settlements.  In the West Bank, average 
real monthly wages increased by 2.8 percent 
with a 10.1 percent increase for refugees and a 
0.6 percent decline for non-refugees.  Increased 
refugee participation in the Israeli labour market 
was apparently significant enough to raise the real 
average monthly wage of refugees to above that 
of non-refugees.  Average real wages declined 
about 3 percent in Gaza with non-refugees 
suffering an even larger decline.

G. Summarising Labour Market Trends: 
Second-Half 2007 and First-Half 2008

In the context of stagnant labour force growth, 
itself driven by reduced refugee labour force 
participation rates, overall employment declined 
by about 1.7 percent while broad unemployment 
increased by about 4.1 percent.  Thus, there were 
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about 13,000 fewer persons working and about 
12,225 more unemployed ones.  The private 
sector accounted for the net loss of employment, 
while public sector employment and employment 
in Israel and settlements expanded.  There were 
declines in every private sector activity except 
construction and commerce.  On a net basis, 
refugees accounted for all the employment 
decline, while non-refugee employment gained 
slightly.  Refugees also accounted for more than 
45 percent of the increase in unemployment 
during this period.   

There were significant differences in labour 
market developments as between the West 
Bank and Gaza.  In the West Bank, the public 
sector added jobs and employment in Israel were 
large enough to offset the loss in private sector 
job losses.  In Gaza both the public and private 
sectors shed employment while employment in 
Israel remained non-existent.  The private sector 
continued to suffer the effects of siege-related 
supply side shortages.  Developments in Gaza 
were the main factor in disproportionate refugee 
job losses and unemployment growth.  

The broad unemployment rate in the oPt is 
estimated at about 30.2 percent in first-half 2008, 
that for the West Bank at about 24.4 percent 
and that for Gaza at about 42.3 percent.  When 
unpaid absentee workers are factored into the 
calculations, the Gaza broad unemployment rate 
is estimated at an unprecedented 44.7 percent in 
first-half 2008.  In both the West Bank and Gaza, 
youth unemployment remained the highest of any 
labour market segment.  The overall broad youth 
unemployment rate was about 46.3 percent in the 
oPt, about 40 percent in the West Bank and about 
60 percent in Gaza in first-half 2008.  On average, 
youth were more likely to leave the labour market 
altogether in this period, with their participation 
rates falling. 
 
Job growth in Israel and settlements among 
Palestinians in the West Bank, especially 
refugees, was sufficient enough to increase the 
average real monthly wage by about 2.8 percent 
as between second-half 2007 and first-half 2008.  
At the same time, the intensification of the crisis 
in Gaza resulted in a 3 percent decline of the 
average real wage there.  The increase for West 
Bank refugees was about 9.5 percent due to their 
disproportionate participation in employment in 
Israel and settlements.  This development actually 
raised the average real monthly wage of refugees 
to above that of non-refugees.    
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V� Labour Force and the Labour Market: First-Half 2007 and 
First-Half 2008
Comparing labour market conditions between 
parallel six-month periods yields better insights into 
underlying trends because it largely eliminates the 
seasonality in data.  What follows is a comparison 
and analysis of the oPt labour market as between 
first-half 2007 and first-half 2008. 

A. Labour Force, Employment and 
Unemployment in General

Existing population projections in Table 14 
indicate that the working-age population in the 
oPt increased by an average of 3.9 percent in the 
year-on-year period.  The broadly-defined labour 
force increased by an estimated 2.5 percent to 
about 1 million persons.  Of the estimated 25,225 
new labour force participants, in net terms, all 

were non-refugees.  There was a net decline of an 
estimated 10,750 in the number of refugees in the 
labour force.  The non-refugee labour force grew 
6.1 percent, about 36,000 persons, while that for 
refugees shrank 2.7 percent.  The broad refugee 
labour force participation rate fell 3 percentage 
points to 41.5 percent, while that of non-refugees 
increased by 1 percentage point to 46.7 percent.

On a regional basis, the broadly-defined labour 
force in the West Bank is estimated to have 
increased by about 1.9 percent; non-refugees 
accounted for all this growth while the refugee 
labour force is estimated to have declined more 
than 7 percent.  In Gaza, the broad labour force is 
estimated to have increased by about 3.6 percent 
with the non-refugee labour force rising about 7.2 
percent and the refugee labour force rising about 
1.6 percent.  

Table 14: Estimates of Average oPt Population, Labour Force, Employment and 
Unemployment by Refugee Status, First-Half 2007 and First-Half 2008

First-Half
2007

First-Half
2008

Absolute
Changes

Relative
Changes

Total Population 4,000,401 4,129,946 129,545 3.24%
   of which: refugees 1,636,399 1,692,614 56,214 3.44%
   of which: non-refugees 2,364,001 2,437,332 73,331 3.10%
Working-Age Population (15+) 2,183,515 2,269,311 85,795 3.93%
   of which: refugees 892,566 930,053 37,487 4.20%
   of which: non-refugees 1,290,950 1,339,258 48,308 3.74%
Labour Force (Broad Definition) 987,935 1,013,161 25,226 2.55%
   of which: refugees 397,526 386,735 -10,791 -2.71%
   of which: non-refugees 590,409 626,426 36,017 6.10%
Employment 723,632 707,002 -16,630 -2.30%
   of which: refugees 274,906 253,868 -21,038 -7.65%
   of which: non-refugees 448,726 453,134 4,408 0.98%
Unemployment (Broad Definition) 264,304 306,159 41,856 15.84%
   of which: refugees 122,620 132,867 10,247 8.36%
   of which: non-refugees 141,684 173,293 31,609 22.31%
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Using the standard ILO definition and as reflected 
in Table 14, average employment in the oPt fell by 
an estimated 16,600 jobs in first-half 2008, a 2.3 
percent loss, relative to first-half 2007.  In net terms, 
the job losses fell on refugees exclusively—a loss 
of some 21,000 jobs or 7.6 percent of jobs held in 
first-half 2007—while non-refugees employment 
edged up by nearly 1 percent.  According to 
the broad definition of unemployment (the ILO 
unemployed plus discouraged workers), total 
unemployment increased by about 41,850 
persons—15.8 percent—to more than 306,000 
persons.  The number of unemployed refugees 
expanded by 8.3 percent while the number of 
unemployed non-refugees increased by more 
than 22 percent.  Thus, the surge in non-refugee 
labour force participation was composed of a small 
increase in employment and a large increase in 
unemployment.  On the other hand, the decline 
in the refugee labour force resulted from a 
significant decline in employment and increased 
unemployment. 

The standard estimates of employment and 
unemployment in Table 14 must be qualified due 
to the extraordinary circumstances in Gaza and 
the emergence of the “absentee” phenomenon.  
After the assumption of power by Hamas in Gaza 
in mid-2007, thousands of PA security personnel 
did not report to work but continued to receive 
their wages.  Furthermore, thousands of private 
sector workers were dis-employed by input 
shortages caused by the intensified Israeli siege.  
For the most part, these “absentee” workers did 
not receive wages during their absence.

If the simplifying assumption is made that about 
half of Gaza absentees were unpaid private 
sector workers whose conditions are virtually the 
same as other unemployed, then the total number 
of unemployed during first-half 2008 rises from an 
average of 306,150 persons to 314,000 persons in 
the oPt.  This raises the growth rate of the number 
of unemployed from 15.8 percent (Table 14) to 

18.8 percent.  (More details on unemployment are 
provided in section IV.C below.)

B. Employment

By sector of employment, as indicated in Table 
15, there was a net decline of about 16,100 
jobs in the oPt as between first-half 2007 and 
first-half 2008.  The public sector added an 
estimated 5,250 positions, a 3.1 percent growth 
rate.  Employment in Israel and settlements was 
by far the most prominent source of employment 
growth, adding an average of 12,000 jobs and 
accounting for about 70 percent of all job growth 
during this period. Private sector job losses 
were nearly twice the number of combined job 
gains in the oPt public sector and in Israel.  In 
all, the private sector is estimated to have shed 
some 33,400 positions or 6.8 percent relative to 
first-half 2007.  In net terms, refugees accounted 
for only about 35.5 percent of all employment 
gains but 81.1 percent of employment losses in 
this period.  Refugee employment gains were 
disproportionately high in Israel and settlements—
about 45.8 percent of the total—but, in net terms, 
refugees accounted for all aggregate employment 
losses. 

On a regional basis, Gaza experienced net 
job losses of nearly 20,000 while West Bank 
employment expanded by about 3,850 positions.  
Public sector employment expanded in both 
territories at about the same rate—3 percent.  
Private sector employment, however, contracted 
at a rate of 17 percent in Gaza while that in the 
West Bank fell by about 3 percent.  West Bank 
employment growth in Israel and settlements 
(about 12,150 persons) exceeded private sector 
job losses (about 11,125 persons).  In Gaza 
refugees and non-refugees lost jobs in rough 
proportion to their representation in the labour 
force.  In the West Bank, and in net terms, job 
losses affected refugees only while non-refugees 
gained employment.  
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Table 15: Estimates of oPt Employment by Sector and Refugee Status, First-Half 2007 
and First-Half 200836

First-Half
2007

First-Half
2008

Absolute
Changes

Relative
ChangesOPT Sector Employment

Public Sector 168,059 173,319 5,260 3.13%
   of which: refugees 84,526 85,154 628 0.74%
   of which: non-refugees 83,533 88,165 4,632 5.55%
Private Sector 489,047 455,619 -33,427 -6.84%
   of which: refugees 173,910 146,783 -27,127 -15.60%
   of which: non-refugees 315,137 308,836 -6,300 -2.00%
Israel, Industrial Zones, 
Settlements 66,014 78,064 12,050 18.25%

   of which: refugees 16,412 21,931 5,519 33.63%
   of which: non-refugees 49,602 56,133 6,531 13.17%
Total Employment 723,119 707,002 -16,118 -2.23%
   of which: refugees 274,848 253,868 -20,980 -7.63%
   of which: non-refugees 448,271 453,134 4,862 1.08%

Closer examination indicates that in 
proportional terms, construction, transport and 
communications, and agricultural activities led the 
downturn in private sector employment (see Table 
16).  Respectively, they lost 21.7, 18.1 and 15.7 
percent of their employment bases.  In addition, 
manufacturing employment fell 6 percent.  
Employment in commerce and restaurants 
was virtually unchanged, while private service 
employment increased about 6.8 percent.37  In 
absolute terms, agriculture, construction, transport 
and communications and manufacturing (in that 
order) lost a combined average of about 39,900 
jobs during this period while commerce and private 
services added about 6,700 jobs.  Agriculture and 
construction accounted for 7 of 10 job losses in 
this period. 

On a net basis, refugees lost employment in 
all six economic activities while non-refugees 
gained employment in three of six activities.  
While refugees accounted for about 40 percent 
of the broad labour force and 35.5 percent of 
private sector employment in first-half 2007, 
they accounted for 81.7 percent of private sector 
job losses in the year-on-year period.  The 
largest hits to refugee employment occurred in 
construction, manufacturing and agriculture (an 
average of about 29 percent in each activity) in 
addition to an 18.2 percent decline in transport 
and communications. 
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Table 16: Estimates of oPt Private Sector Employment by Activity and Refugee Status, 
First-Half 2007 and First-Half 200838

First-Half
2007

First-Half
2008

Absolute
Changes

Relative
Changes

Agriculture, Fishing 110,425 92,998 -17,427 -15.78%
   of which: refugees 30,142 21,688 -8,454 -28.05%
   of which: non-refugees 80,283 71,310 -8,973 -11.18%
Manufacturing, Mining 79,460 74,657 -4,804 -6.05%
   of which: refugees 26,419 18,482 -7,937 -30.04%
   of which: non-refugees 53,042 56,175 3,133 5.91%
Construction 50,108 39,237 -10,871 -21.70%
   of which: refugees 13,236 9,120 -4,116 -31.10%
   of which: non-refugees 36,872 30,117 -6,755 -18.32%
Commerce, Hotels & Restaurants 128,360 129,436 1,076 0.84%
   of which: refugees 48,468 45,845 -2,623 -5.41%
   of which: non-refugees 79,892 83,591 3,699 4.63%
Transportation, Communication 37,405 30,609 -6,796 -18.17%
   of which: refugees 13,989 11,432 -2,557 -18.28%
   of which: non-refugees 23,416 19,177 -4,238 -18.10%
Other Private Services 83,288 88,948 5,660 6.80%
   of which: refugees 41,656 40,222 -1,435 -3.44%
   of which: non-refugees 41,632 48,727 7,095 17.04%
Total Private Sector Employment 489,047 455,886 -33,161 -6.78%
   of which: refugees 173,910 146,788 -27,122 -15.60%
   of which: non-refugees 315,137 309,097 -6,039 -1.92%

While Gaza accounted for 26.7 percent of total oPt 
private sector employment in first-half 2007, Gaza 
bore 67.6 percent of the private sector job losses.  
Gaza accounted for all of the manufacturing 
employment losses (manufacturing employment 
expanded in the West Bank) and more than 94 
percent of the construction activity losses.  These 
extreme results reflect the input shortage caused 
by the draconian siege imposed on Gaza.  Private 
service employment gains were confined to the 
West Bank (there was a decline in this activity 
in Gaza).  Only in commerce did employment in 
Gaza increase marginally. 

C. Unemployment

Both the core and broadly defined unemployment 
rates increased significantly as between first-
half 2007 and first-half 2008.  The overall ILO 
unemployment rate rose from about 20.3 percent 
to 24.1 percent, an 18.7 percent increase in relative 
terms (see Table 17).  The broad rate increased 
from 26.7 to 30.2 percent.  Both the core ILO and 
broad unemployment rates increased for both 
refugees and non-refugees.  The non-refugee 
rates increased at a faster pace for both measures 
of unemployment but refugee rates remained 
substantially higher than those of non-refugees, 
some 6-7 percentage points in first-half 2008.39
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Table 17: Estimates of Narrow and Broad Unemployment Rates and Unemployment in 
the oPt by Refugee Status, First-Half 2007 and First-Half 200840

First-Half
2007

First-Half
2008

Absolute
Changes

Relative
ChangesOPT Unemployment Rates

Unemployment Rates (ILO) 20.34% 24.16% -- 18.75%
    refugees 24.88% 28.73% -- 15.49%
    non-refugees 17.29% 21.33% -- 23.40%
Unemployment Rates (Broad) 26.75% 30.22% -- 12.95%
    refugees 30.85% 34.36% -- 11.38%
    non-refugees 24.00% 27.66% -- 15.28%
OPT Unemployed
Unemployment (ILO Definition) 184,806 225,199 40,393 21.86%
   of which: refugees 91,032 102,334 11,303 12.42%
   of which: non-refugees 93,774 122,864 29,090 31.02%
Unemployment (Broad Definition) 264,302 306,159 41,858 15.84%
   of which: refugees 122,621 132,867 10,246 8.36%
   of which: non-refugees 141,681 173,293 31,612 22.31%

Higher unemployment rates, combined with 
labour force growth, translated into a 21.8 percent 
increase in the number of unemployed persons 
under the ILO definition and a 15.8 percent 
increase under the broad definition.  The total 
number of unemployed under the broad definition 
rose to more than 306,000, of which 43.3 
percent were refugees.  Of the 41,850 additional 
unemployed under the broad definition, only about 
one-quarter were refugees.  Gaza accounted for 
about 45.2 percent of the unemployed in first-
half 2008 and for more than three-quarters of the 
increase in broad unemployment in the oPt in this 
period.  Just over half the increase in the Gaza 
unemployed were refugees.  

The growth in unemployment raised the estimated 
dependency ratio41 from 5.5 in first-half 2007 
to 5.8 in first-half 2008.  In other words, each 
employed person’s income supported an average 
of 5.6 percent more people.  Such a dependency 
ratio implies that each additional unemployed 
person affects the well being and living level of 
almost 4 others.  Thus the social impact of some 
306,160 unemployed persons is felt by more than 
1.7 million or about 43 percent of the estimated 
oPt population in first-half 2008.  

If the unpaid absentee workers in Gaza are added 
to the broad unemployment figure in Table 17, 

total estimated unemployment expands to nearly 
314,000 persons and the broad unemployment 
rate rises from 30.2 percent to 30.9 percent.  In 
Gaza, the impact of unpaid absenteeism raises 
total unemployment from about 138,475 to 
146,275 persons and the broad unemployment 
rate from 42.3 percent to an unprecedented 44.7 
percent.  By contrast, unemployment in the West 
Bank averaged about 24.4 percent in first-half 
2008. 

D. Youth in the Labour Market42

As noted in section III.D, youth aged 15-24 
years, despite lower labour force participation 
rates, account for a significant portion of the oPt 
labour force and experience the highest levels 
of unemployment of any labour force segment.  
The youth labour force participation rate declined 
about 1.5 percentage points, as indicated in Table 
18, as the size of the youth labour force contracted 
marginally to an average of about 277,325 persons 
in first-half 2008, about 27.3 percent of the total 
oPt labour force.  The contraction in the youth 
labour force parallels that of refugees, suggesting 
refugee youth were a major force behind declining 
youth labour force participation (the non-refugee 
labour force expanded during this period).  On a 
regional basis, the West Bank youth labour force 
declined by about 1.8 percent while that in Gaza 
expanded 3 percent.    
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Table 18: Estimates of Labour Market Conditions for oPt Youth, First-Half 2007 and First-
Half 200843

OPT Youth Labour Force Profile First-Half
2007

First-Half
2008

Absolute
Changes

Relative
Changes

Population (15-24) 786,883 819,104 32,221 4.09%
Labour Force (Broad) 278,464 277,326 -1,138 -0.41%
Employed 161,732 148,806 -12,926 -7.99%
Unemployed (Broad) 116,732 128,520 11,788 10.10%

Labour Force Participation Rate (ILO) 26.01% 25.86% -- -0.58%
Discouraged Rate 9.38% 8.00% -- -14.72%
Labour Force Participation Rate 
(Broad) 35.39% 33.86% -- -4.33%

Unemployment Rate (ILO) 32.54% 38.34% -- 17.84%
Unemployment Rate (Broad) 41.92% 46.34% -- 10.55%

The decline in the size of the youth labour force 
was associated with a 7.9 percent decline in 
employment and a 10.1 percent increase in 
unemployment.  Job losses combined with 
unemployment increases parallels the trend 
for refugees.  (Non-refugees experienced 
employment and unemployment increases 
simultaneously).  Employed youth made up only 
21 percent of all employed persons in the oPt in 
first-half 2008.  Youth accounted for about 44.4 
percent of all job losses and 28.1 percent of the 
increase in the number of unemployed in the oPt 
in this period. 

There were employment losses and unemployment 
increases for youth in both the West Bank and 
Gaza.  But employment losses in Gaza (11.7 
percent) were about twice as fast as in the West 
Bank (6 percent), while the increase in the number 
of unemployed youth was about three times as 
fast in Gaza (16.3 percent) as in the West Bank 
(5.5 percent).  Gaza youth accounted for 40.7 
percent of all youth job losses and 66.8 percent of 
the increase in youth unemployment.

There were significant increases in the ILO and 
broad unemployment rates for youth in this period, 
as well as in the number of youth unemployed.  
While the youth discouraged rate declined, the 
core ILO unemployment rate grew significantly.  

The result was a broad youth unemployment 
rate of 46.3 percent—about 16 percentage points 
above the average broad unemployment rate in 
the oPt in first-half 2008.   

E. Women in the Labour Market

Women’s labour force participation rates are 
even lower than those of youth.  In first-half 
2008, the broad participation rate for women was 
about 21.7 percent (see Table 19), more than 12 
percentage points below the youth participation 
rate and less than half of the overall labour force 
participation rate.  Thus nearly 8 out of 10 working-
age women were outside of the oPt labour force, 
mainly students, homemakers and housewives.  
Nonetheless, women comprised about 18.5 
percent of the broad labour force in the oPt in first-
half 2008.  

Women’s 28.5 percent broad unemployment rate 
was, however, 17.8 percentage points below that 
of youth and about 1.7 percentage points below 
the overall average.  Thus, unemployed women 
accounted for only 17.5 percent of all unemployed 
persons in first-half 2008, less than their share of 
the labour force.  At the same time, employed 
women accounted for 18.9 percent of all employed 
persons in the oPt in first-half 2008, only slightly 
more than their labour force share.  
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Table 19: Estimates of Labour Market Conditions for oPt Women, First-Half 2007 and 
First-Half 2008

OPT Women’s Labour Force Profile First-Half
2007

First-Half
2008

Absolute
Changes

Relative
Changes

Population 1,972,645 2,035,824 63,180 3.20%
Labour Force (Broad) 185,753 187,783 2,030 1.09%
Employed 139,548 134,283 -5,265 -3.77%
Unemployed (Broad) 46,254 53,639 7,385 15.97%

Labour Force Participation Rate (ILO) 15.89% 15.34% -- -3.43%
Discouraged Rate 6.43% 6.38% -- -0.90%
Labour Force Participation Rate 
(Broad) 22.32% 21.72% -- -2.70%

Unemployment Rate (ILO) 18.47% 22.19% -- 20.15%
Unemployment Rate (Broad) 24.90% 28.56% -- 14.71%

As illustrated in Table 19, women’s broad labour 
force participation rate declined by about 0.5 
percentage points between first-half 2007 and 
first-half 2008.  However, growth in the female 
working-age population led to a 1 percent increase 
in the number of women in the labour force.  This 
lagged significantly behind overall oPt labour force 
growth of 2.5 percent.  The number of employed 
women fell by 3.7 percent to about 134,275, while 
the number of unemployed women rose 15.9 
percent to 53,625.  Thus growth in the female 
labour force was mainly accounted for by more 
women seeking, but unable to find, employment.  
Despite the growth in the number of unemployed 
women, their broad unemployment rate—28.5 
percent—remained about 2 percentage points 
less than the overall rate and about 18 percentage 
points below that of youth. 

In first-half 2007, about 82 percent of employed 
women in the oPt were engaged in agriculture 
and services.  Service employment consists of the 
public sector (education, health and administration) 
and the private sector (education, health, business 
and personal services).44  Women’s employment 
in agriculture was almost entirely as unpaid family 
labour.45  Another 10 percent were engaged in 
manufacturing, while about 7.5 percent were 
engaged in commerce.  

The major change in the activity distribution 
of the female employed labour force during 

this period was a nearly 24 percent decline in 
unpaid agricultural labour, a 10 percent decline 
in manufacturing employment and an almost 
14 percent increase in services employment, 
more than half of which in the public sector.46  
Presumably, most of the increase in services was 
in public and private education.  Women’s real 
average daily wage declined by 0.7 percent in 
first-half 2008 relative to first-half 2007.  

The West Bank women’s broad labour force 
participation rate in first-half 2008 was about 23.4 
percent while that for women in Gaza was about 
13.3 percent.  Beyond the significant difference in 
participation rates, there were stark disparities in 
labour market outcomes for women in the West 
Bank and Gaza Strip.  The West Bank women’s 
labour force shrank about 2 percent as between 
first-half 2007 and first-half 2008 while that in 
Gaza rose more than 10 percent.  The number 
of employed women declined an estimated 2.7 
percent in the West Bank but by 7.6 percent in 
Gaza, almost three times as fast.  Meanwhile the 
number of unemployed women in the West Bank 
increased by only 0.9 percent but surged some 
39.6 percent in Gaza in the same period, almost 
forty times as fast.  Thus, while Gaza women 
accounted for about one-quarter of the oPt female 
labour force in fist-half 2007, they accounted for all 
women’s labour force growth, 42.6 percent of job 
losses and more than 95 percent of the increase 
in female unemployment in first-half 2008.      
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F. Social Composition of the Employed Labour 
Force

Since the beginning of the prolonged socio-
economic crisis in the oPt in late-2000, informal 
economic activity has been on the increase.  Those 
engaged as employers have declined as a share of 
all economically active persons.  This is indicative 
of persistent erosion in business conditions 
during this period.  Likewise, wage labour has 
declined as a proportion of economic activity, 
largely due to the decline in job opportunities for 
Palestinians in Israel.  On the other hand, self-
employment and unpaid family labour have both 
grown in proportional terms, suggesting growing 
informality.  

The trend toward informality in the West Bank 
has been more pronounced than in Gaza due 
mainly to the fact that nearly half of employment 
in Gaza is in the public sector or in UNRWA.  The 
decline in the proportions of employers and wage 
employment, and the growth in self-employment, 

was stronger among non-refugees while the 
growth of unpaid family labour was more common 
among refugees.47

In first-half 2008, there was further marginal 
erosion in the number of employers, a significant 
decline in the number of self-employed (8.3 
percent) and unpaid family labour (16.3 percent).  
Only wage employment increased (see Table 
20).  On a regional basis, the West Bank actually 
experienced a 10.2 percent increase in the 
number of employers during this period while the 
number fell some 26.5 percent in Gaza.  Likewise, 
all growth in wage employment was recorded in 
the West Bank (9.4 percent) while that in Gaza 
declined (10.7 percent).  Self-employment   
declined in both territories with a much steeper 
decline in the West Bank (10.7 percent) than in 
Gaza (0.8 percent), while unpaid family labour fell 
steeply in both territories.  

Table 20: Social Composition of the Employed Labour Force in the oPt by Refugee Status, 
First-Half 2007 and First-Half 2008

Employment Status First-Half
2007

First-Half
2008

Absolute
Changes

Relative
Changes

Employer 27,657 27,594 -63 -0.23%
    of which: refugees 9,664 7,260 -2,403 -24.87%
    of which: non-refugees 17,993 20,333 2,340 13.01%
Self-Employed 180,156 165,042 -15,114 -8.39%
    of which: refugees 58,697 51,413 -7,283 -12.41%
    of which: non-refugees 121,459 113,628 -7,830 -6.45%
Wage Employee 430,312 443,593 13,281 3.09%
    of which: refugees 179,622 175,894 -3,728 -2.08%
    of which: non-refugees 250,690 267,699 17,009 6.78%
Unpaid Family Member 84,995 71,076 -13,919 -16.38%
    of which: refugees 26,866 19,335 -7,531 -28.03%
    of which: non-refugees 58,129 51,741 -6,388 -10.99%
Total Employment 723,119 707,305 -15,815 -2.19%
    of which: refugees 274,848 253,903 -20,945 -7.62%
    of which: non-refugees 448,271 453,402 5,131 1.14%
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The single most important phenomenon in 
explaining the changes in the West Bank is 
the growth of job opportunities in Israel and 
settlements.  This tends to reduce marginal self-
employment and increase wage labour while 
a secondary effect of higher wage incomes is 
increased consumer demand and commercial 
activity that tends to increase the number of 
small businesses and employers.  The decline 
in unpaid family labour in the West Bank may be 
due, in part, to increased job availability in Israel 
but also with a smaller agricultural harvest where 
such labour is concentrated.  The fact that jobs 
in Israel and settlements accounted for about 70 
percent of all job growth is indicative of the fragility 
and vulnerability of the West Bank economy.  A 

reversal of policy by Israeli authorities would 
eliminate the short-term employment and income 
gains.  In Gaza, the across-the-board declines in 
every category were the result of the intensified 
siege.  The very small decline in self-employment 
in Gaza is suggestive of the strength of the 
informal economy.  

G. Wage Rates and Monthly Wage Incomes

Table 21 presents average data on wages and 
monthly days worked for all employed persons in 
the oPt.  The average daily wage in nominal terms 
increased 12.9 percent in first-half 2008 relative 
to first-half 2007 to NIS 92.2 (about USD 26 at 
the average USD/NIS exchange rate of 3.53) in 
first-half 2008.

Table 21: Nominal and Real Average Daily and Monthly Wages in the oPt by Refugee 
Status, First-Half 2007 and First-Half 200848

 
First-Half

2007
First-Half

2008
Relative
ChangeAverage Daily Wages (Nominal NIS)

All Employed Persons 81.6 92.2 12.98%
Employed Refugees 77.6 90.7 16.94%
Employed Non-Refugees 84.4 93.2 10.35%

Average Monthly Days
All Employed Persons 22.3 22.3 -0.28%
Employed Refugees 22.9 22.7 -0.82%
Employed Non-Refugees 21.9 21.9 0.14%

Average Monthly Wages (Nominal NIS)
All Employed Persons 1,822 2,052 12.66%
Employed Refugees 1,778 2,062 15.99%
Employed Non-Refugees 1,850 2,044 10.50%

CPI Deflator (2004 = 1.0) 1.08 1.19 9.67%

Average Monthly Wages (Real NIS)
All Employed Persons 1,680 1,726 2.73%
Employed Refugees 1,640 1,734 5.76%
Employed Non-Refugees 1,706 1,719 0.76%
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There was also a 0.2 percent decline in the average 
number of monthly work days.  The combined 
effect of wage and work day reductions was a 12.6 
percent increase in the average nominal monthly 
wage in the oPt to NIS 2,052 (about USD 580.7).  
Refugees, whose nominal average monthly wage 
was 4 percent below that of non-refugees in 
first-half 2007, increased more rapidly (about 16 
percent).  This raised refugee average nominal 
monthly wages to almost 1 percent above that of 
non-refugees.  

When the rise in consumer prices of about 9.6 
percent is factored into the equation, real monthly 
wages in the oPt increased about 2.7 percent 
on average in first-half 2008 relative to first-half 
2007.  Real average monthly wages of refugees 
increased by 5.7 percent—more than twice the 
average rate—and settling at a level above those 
of non-refugees.

The average masks wide variation in the 
evolution of real wages as between the West 
Bank and Gaza.  In the West Bank the average 
real monthly wage increased about 0.6 percent 
during this period while in Gaza, where labour 
market conditions deteriorated significantly, the 
average real monthly wage plunged 11.3 percent.  
In the West Bank the real wage of refugees rose 
6.6 percent while those of non-refugees declined 
2.2 percent.  This reflects the proportionally large 
representation of refugees in the significant growth 
of employment in Israel and settlements in the 
West Bank.  In Gaza, the real wage of refugees 
declined 12.7 percent while for non-refugees the 
decline was 8.1 percent.  Employment contraction 
and unprecedented unemployment account for 
these results.   

H. Summarising Labour Market Trends: First-
Half 2007 and First-Half 2008

Labour force growth in the oPt in the year-on-year 
period was below estimated population growth, a 
reversal of the trend in recent years.  This was 
due to relatively rapid growth in the non-refugee 
labour force—6.1 percent—the contraction of the 
refugee labour force in the West Bank and slower 
growth in the refugee labour force in Gaza, as well 
as that of youth.  Overall oPt labour force growth 
is estimated at 2.5 percent.  

Average employment fell an estimated 2.3 percent 
relative to first-half 2007.  Refugees accounted 
for all net job losses that eroded their jobs 
base by 7.6 percent, while that of non-refugees 
increased by about 1 percent during this period.  
Youth accounted for about 44.4 percent of all 
job losses in the oPt in this period, while Gaza 
youth accounted for the bulk of youth job losses.  
Public sector employment increased 3.1 percent, 
while employment in Israel and settlements rose 
12.4 percent, accounting for 70 percent of all 
job growth.  Private sector employment declined 
some 6.8 percent.  In absolute terms, the private 
sector lost nearly twice the number of jobs added 
by the public sector and in Israel and settlements.  
Total private sector job losses are estimated 
at more than 33,000 relative to first-half 2007, 
more than 70 percent of these in agriculture and 
construction.

Gaza accounted for all net job losses—all of which 
in the Gaza private sector, crippled by the Israeli 
siege—while West Bank employment edged 
upward.  Refugees accounted for 35.5 percent 
of all employment gains—including more than 45 
percent of job gains in Israel and settlements—but 
more than 80 percent of employment losses.  In 
net terms, refugees lost employment in both the 
West Bank and Gaza.  Non-refugees in Gaza also 
lost employment, while those in the West Bank 
accounted for all net job growth in the oPt in this 
period.

The core ILO unemployment rate rose to from 
20.3 percent in first-half 2007 to 24.1 percent in 
first-half 2008.  The broad unemployment rate 
increased from 26.7 percent to 30.2 percent in the 
same interval.  Broad unemployment in the West 
Bank was an average of 24.4 percent while that in 
Gaza was 42.3 percent.  The unemployment rates 
of both refugees and non-refugees grew under 
both definitions of unemployment.  Non-refugee 
unemployment rates, however, increased at a 
faster pace under both measures of unemployment.  
Nonetheless, refugee unemployment rates 
remained substantially higher than those of non-
refugees.  In first-half 2008, the broad refugee 
unemployment rate stood at 34.3 percent while 
that for non-refugees was 27.6 percent.  The broad 
youth unemployment rate reached 46.3 percent in 
first-half 2008, the highest of any segment of the 
oPt labour force.   
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Non-refugees accounted for more than three-
quarters of broad unemployment growth in this 
period, consistent with the much faster growth 
of the non-refugee labour force.  Regionally, 
Gaza accounted for three-quarters of broad 
unemployment growth.  When the “temporarily 
absent” but unpaid in Gaza are included, the 
total number of unemployed persons in the oPt is 
estimated at about 314,000 or about 30.9 percent 
of the labour force.  Unemployment rates in the 
oPt remained among the very highest in the world 
during this period.    

As a result of growth in Palestinian employment 
in Israel and settlements, the longer term trend 
toward informal types of employment in the West 
Bank was arrested during this period.  With as 
many as 12,000 additional jobs for West Bank 
labour, Israel was the main source of job growth 
for the Palestinian economy, in particular that 
of the West Bank.  On the macro level, such 
employment reinforced the historic distortion of 
the Palestinian labour market by inflating domestic 
wages, especially for those with less education 
and fewer skills.  This has resulted in disincentives 
for education (“human capital” formation).  In the 
longer term, it has postponed the adoption of the 
types of policies required to put the Palestinian 
economy on a path of sustainable employment 
generation and development.   

The growth in “formal” wage employment from 
this source, combined with secondary effects 
of increased consumption spending seems to 
have boosted the number of small commercial 
enterprises in the West Bank.  This increased the 
share of total employment accounted for by wage 
labour and by employers.  At the same time, self-
employment and unpaid family labour as types of 
labour diminished.  The decline in unpaid family 
labour is in part due to the agricultural cycle in 
the West Bank.  In Gaza, there were declines in 
all four types of employment—employers, self-
employed, wage labour and unpaid family labour.  
The difference in Gaza is that self-employment 
barely budged, indicating the relative strength of 
the informal economy. 

With accelerating inflation in this period, nominal 
daily wages rose by nearly 13 percent in NIS terms 
to NIS 92.2 in first-half 2008.  Factoring average 
monthly work days and inflation into the analysis, 
the purchasing power of the average monthly 
wage in the oPt increased about 2.7 percent in 
first-half 2008 relative to first-half 2007.  Real 
average monthly wages of refugees increased 
by 5.7 percent—more than twice the average 
rate—and settling at a level above those of non-
refugees.  There was wide regional variation in real 
wage evolution with real wages rising slightly in 
the West Bank and falling significantly in Gaza.  
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V�  Looking Ahead
The death, destruction, dislocation and the knock 
on effects of the Israeli attack on Gaza during 
27 December 2008 –17 January 2009 have yet 
to be adequately documented.  However, PCBS 
has produced initial estimates of the human and 
material losses inflicted on Gaza.  As of late 
January 2009, there were at least 1,315 persons 
reported killed and another 5,400 injured (400 of 
which serious injuries).  The estimated cost of 
rehabilitating the injured and providing income 
support to families that have lost breadwinners 
is USD 31.5 million during the first year after the 
end of hostilities.  The estimated 4,100 destroyed 
housing units, as well as thousands of partly or 
totally damaged buildings—both residential and 
business—will cost an estimated USD 498 million 
to repair or replace with an additional estimated 
cost of USD 600 million to remove rubble and 
debris from the location of destroyed structures.  
Lost output and income over the 22-day period 
is estimated at USD 86.7 million.  Finally, the 
reduced output and income over the next year 
caused by the destruction of productive capacity 
is estimated at USD 717.3 million.49  

In total, the costs of repairing or replacing 
destroyed physical structures, the lost output 
and income and the rehabilitation and care of the 
injured and income support to the families of those 
killed is estimated at USD 1,934.3 million.  This 
does not include the cost of replacing the public 
infrastructure destroyed by the Israeli assault.   

The degradation of physical infrastructure resulting 
from the recent intense Israeli attack on Gaza is an 
extreme case of what has been occurring more or 
less continuously since late-2000.  Likewise, the 
movement and passage constraints imposed on 
Gaza are a more extreme version of what has been 

imposed on the West Bank for the past 8 years.  
Thus, the oPt private sector has been hobbled by 
movement restrictions, the degradation of public 
infrastructure, lower levels of private investment 
caused by higher risk perceptions on the part of 
businesses (both domestic and foreign) and the 
weakness of the enabling environment in the 
oPt—mainly, the responsibility of the Palestinian 
Authority.  The result is and will be slower 
economic growth and, other things being equal, 
slower absorption of labour for both the public and 
private sectors in the short and medium terms.

As evidence in this report strongly suggests, 
economic and employment growth in the oPt in 
the past year has been generated mainly by more 
job opportunities in Israel and settlements.  At the 
same time, private sector employment in both the 
West Bank and Gaza, as well as private sector real 
GDP, has declined.  This highlights the fragility of 
the Palestinian economy and its vulnerability to 
Israeli political decisions and the administrative 
and military policies that stem from and serve 
those decisions.  While there are short-term 
gains in employment and income for some part 
of the West Bank labour force, such employment 
reinforces distortions in the Palestinian wage 
structure, labour market and macroeconomy.  At 
the same time, the weakening of domestic private 
productive capacity during the period covered by 
this report means the oPt economy will become 
even more aid dependent.  As the Israeli siege on 
Gaza continues to constrain the import of inputs 
and the export of outputs, and Israeli-imposed 
movement restrictions continue to impede private 
sector development in the West Bank, the trends 
documented in this report will likely intensify.  This 
is especially true to the extent that the situation 
discourages local businesses from maintaining or 
increasing investment.
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Endnotes

1 These include: Prolonged Crisis in the Occupied Palestinian Territory: Recent Socio-Economic 
Impacts (Gaza, November 2006); Prolonged Crisis in the Occupied Palestinian Territory: Recent Socio-
Economic Developments (Gaza, November 2007) and Prolonged Crisis in the Occupied Palestinian 
Territory: Socio-Economic Developments in 2007 (Gaza, July 2008) available at www.unrwa.org. 

2 For example, preliminary census data for the oPt indicates a total population of 3,761,646 
in December 2007.  The existing population estimate for fourth-quarter 2007 is 4,081,290.  This 
discrepancy—nearly 320,000 persons—results in an overestimate of 8.4 percent relative to the 
existing population estimate.  Overestimates of population result in overestimates in labour market 
components of similar magnitude.

3 Semi-annual data are derived by averaging quarterly data.  As a method, comparing sequential 
periods is inferior to assessing changes between parallel periods due to the seasonality of some 
labour market indicators.

4 PCBS preliminary estimates for the oPt excluding East Jerusalem.  For purposes of comparing 
real growth over time—rather than the illusion of growth imparted by rising prices—GDP is estimated 
at market prices prevailing in 1997, the base year.  GDP would be significantly—roughly 50 percent—
greater in nominal terms, i.e. using market USD prices prevailing in first-half 2008. 

5 Public sector GDP is estimated as the value of salaries paid to public employees on an accrual 
basis (i.e. the value of the salaries owed to employees whether or not salaries are actually paid) 
minus the value of other inputs (i.e. rental payments for use of office space, fuel, electricity, furniture 
and equipment)—so-called “intermediate consumption”—minus the depreciation on public capital 
assets (i.e. buildings and physical infrastructure).  Local government’s share of GDP is included in 
public administration and defense activity (item H).  To the extent that public sector employment is 
bloated, i.e. where average productivity is low, such an accounting method tends to overestimate the 
contribution of the public sector to GDP.

6 In the absence of official data for 2006 and 2007, the respective shares of education GDP 
accounted for by the private sector, the public sector and UNRWA are derived by averaging their 
respective shares of total students and teachers in basic education for the 2006/2007 academic year.  
Data are taken from PCBS website.  In the absence of more recent health data (social work is excluded 
for lack of separate data), the relative shares of the private sector, the public sector and UNRWA are 
derived on the basis of their shares in total health expenditures as provided in PCBS Health Care 
Providers and Beneficiaries Survey, 2005.

The shares of education and health accounted for by public, private and UNRWA providers using the 
above method are distorted by the exclusion of kindergartens, vocational schools and post-secondary 
education from the education estimates and by the absence of any separate social work data.  While 
2006 and 2007 data are not available, PCBS has estimated the average contributions to education 
GDP between 2000-2005 as follows: private sector 19.7 percent; public sector 51.9 percent; UNRWA 
28.3 percent.  PCBS estimates the average contributions to health and social work GDP during the 
same period as follows: private sector 47.9 percent; public sector 41.1 percent; UNRWA 10.9 percent.  
With the assistance of PCBS.  
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7 See UNRWA Prolonged Crisis in the Occupied Palestinian Territory: Recent Socio-Economic 
Developments, (Gaza, November 2007) available at www.unrwa.org.

8 For analysis of the economic contraction caused by the impounding of fiscal revenues, refer to 
UNRWA Prolonged Crisis in the Occupied Palestinian Territory: Recent Socio-Economic Developments, 
(Gaza, November 2007) available at www.unrwa.org.

9 PCBS estimates for the oPt excluding East Jerusalem.  Estimates for first-half 2007 are second 
revisions.  Those for first-quarter 2008 are second revisions while those for second-quarter 2008 are 
first revisions.

10 See PalTrade Gaza Terminal Movement Monitoring Annual Report, 2007, 12 February 2008; 
PalTrade Gaza Strip Current Situation, May 2008. 

11 Business services include legal, accounting, market research, mangament, engineering, 
advertising, maintenance and other services.  Community, social and personal services include 
recreation, radio and television, news agency, sporting, washing and drycleaning and hairdressing 
activities, among others.   

12 PCBS estimates for the oPt excluding East Jerusalem.  All data in this table are preliminary in 
nature and, therefore, subject to revision.

13 See UNRWA Prolonged Crisis in the Occupied Palestinian Territory; Recent Socio-Economic 
Impacts (November 2006) available at www.unrwa.org. 

14 The outstanding value of credit has declined in only three of the past 14 years—2001, 2002 and 
2007—according to Palestinian Monetary Authority (PMA) data.  The decline in 2008 is a continuation 
of the trend that emerged in 2007. 

15 Figures in this table are mid-year values as provided by the PMA.  “Businesses” refers to non-
financial enterprises.  Inter-bank lending is excluded from data in this table. 

16 Data are from PMA.  Available data disaggregates credit by region and by sector but not by 
sector in each region.  Thus it is not possible to determine the extent to which the decline in credit 
availablity in the West Bank and Gaza Strip was accounted for by the private sector versus the public 
sector.

17 Data are from the PMA.

18 See UNRWA The West Bank Labour Market, First-Half 2008, December 2008 and The Gaza 
Strip Labour Market, First-Half 2008, January 2009. 
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19 Data in this table are PCBS estimates for the Remaining West Bank and Gaza Strip, i.e. 
excluding East Jerusalem.  The 2008 GDP estimate is calculated assuming that fourth quarter GDP is 
equal to the average quarterly GDP for the first three quarters of the year.  

20 See UNRWA Prolonged Crisis in the Occupied Palestinian Territory: Recent Socio-Economic 
Developments, (Gaza, November 2007) available at www.unrwa.org.

21 Comparative data for Egypt, the oPt, Jordan, Syria, Lebanon and Israel is from UN Statistics 
Division available at www.unstats.un.org. 

22 See UNRWA Prolonged Crisis in the Occupied Palestinian Territory: Recent Socio-Economic 
Developments in 2007  (Gaza, July 2008).

23 See IMF West Bank and Gaza: Fiscal Performance in 2006, March 2007 and IMF Medium-
Term Macroeconomic Framework for the West Bank and Gaza; Report for the Donor’s Conference, 
Paris, 17 December 2007.

24 Palestinian National Authority, Ministry of Finance Fiscal Developments: First Half of 2008, 27 
June 2008, p. 3. 
 

25 See IMF Medium-Term Macroeconomic Framework for the West Bank and Gaza; Report for 
the Donor’s Conference, Paris, 17 December 2007 and IMF data, July 2008.

26 See World Bank Trade Policy and Labor Services; Final Status Options for the West Bank and 
Gaza, Policy Research Working Paper 2824, April 2002; World Bank Long-Term Policy Options for the 
Palestinian Economy, July 2002.

27 All population and labour force component estimates in this report include Arab East Jerusalem 
and are based on projections derived from the 1997 census.

28 In the absence of separate population projections for Palestinian refugees in the PCBS data, 
two simplifying assumptions have been used in estimating the average size of the refugee and non-
refugee labour forces.  First, that refugee and non-refugee age structures are similar.  Second, that 
refugee and non-refugee population growth rates are similar.

29 The estimated expansion in public employment, as measured by the labour force surveys, 
was at odds with the Palestinian Authority measures taken in second-half 2007 to reduce total public 
employment from 170,000 to 150,000.  See World Bank Implementing the Palestinian Reform and 
Development Plan; Economic Monitoring Report to the AHLC, 02 May 2008,  p. 11.
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30 Increased employment in Israel may have been due to an increase in work permits issued by 
the authorities in an effort to bolster the PA in the West Bank and/or to an increase in the number of 
Jerusalem Palestinians working in Israel.  By comparison, there were an estimated 94,000 West Bank 
Palestinians (including those from Jerusalem) who were employed in Israel in 2000 in addition to some 
25,000 from Gaza.

31 Employment of Gazans in Israel has been virtually nil for several years. 

32 Employment of West Bank workers in Israel and settlements is excluded from the data in Table 
9.

33 In the labour force survey, employment in UNRWA and NGOs is included in private services.

34 Separate estimates for the refugee youth population and refugee youth labour force were not 
available from PCBS.  Thus estimates here are for the entire youth segment in the oPt.

35 CPI deflator (with 2004 base year) is from PCBS consumer price surveys for the respective 
periods.  Average monthly wages (in real NIS) are derived by dividing the average monthly wages (in 
nominal NIS) by the CPI deflator and reflect the purchasing power of wages.    

36 Data on absenteeism in Gaza at the sector level are not available.  Thus, data in this table are 
based on the narrow ILO definition of employment. 

37 Private service employment includes that in UNRWA and NGOs.

38 Data in this table excludes Palestinian employment in Israel.  Data on absenteeism in Gaza 
at the economic activity level are not available.  Thus, data in this table are based on the narrow ILO 
definition of employment.  

39 Only seven countries in the world had narrow unemployment rates above 30 percent, and 
only 10 countries had unemployment rates above 20 percent,  in 2006.  The average narrow (ILO) 
unemployment rate in the Middle East and North Africa region in 2006 was about 12 percent, the 
highest of any region in the world.  See ILO Key Indicators of the Labour Market 4, June 2007. 

40 The broad definition of unemployment combines the ILO definition with discouraged workers, 
i.e. those who have given up searching for work due to their belief that none can be found.

41 The dependency ratio is defined here as the total population divided by the number of employed 
persons in the oPt.

42 Separate estimates for the refugee youth population and refugee youth labour force are not 
available from PCBS.  Thus estimates here are for the entire youth segment in the oPt.   
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43 Due to a lack of data, the degree of youth absenteeism cannot be estimated.  The data in this 
table are therefore unadjusted for absenteeism.

44 See PCBS Labour Force Survey Annual Report: 2007, Table 32, p. 94. 

45 There is a strong correlation between female employment in agriculture and the proportion 
of women found to be unpaid family members in the labour force surveys.  PCBS data by special 
request. 

46 PCBS Labour Force Survey Annual Report: 2007, Table 32, p. 94 and data by special 
request.

47 See UNRWA Prolonged Crisis in the Occupied Palestinian Territory: Recent Socio-Economic 
Developments in 2007  (Gaza, July 2008). 

48 CPI deflator (with 2004 base year) is from PCBS consumer price surveys for the respective 
periods.  Average monthly wages (in real NIS) are derived by dividing the average monthly wages (in 
nominal NIS) by the CPI deflator and reflect the purchasing power of wages.

49 PCBS press release: “Preliminary estimate for economic losses in the Gaza Strip caused by 
Israeli aggression” 20 January 2009.




