
CHAPTER ^1

THE LABOR FORCE, EMPLOYMENT, AND WAGES

1 . Main Developments

The level of employment held steady in the year reviewed. The number of employed
did not rise, taking the year as a whole, and in the course of the year it actually fell.
In the private sector,1 there was an absolute decrease in the number of employed
and, beyond that, in the labor input per employed. Up to the third quarter of the
year these declines were balanced by a rise in employment in the public services.
Wages per employee post rose by approximately 3 5 percent on an annual average,
but in view of the rise of about 40 percent in the Consumer's Price Index, this
substantial jump in nominal wages constituted a decline in real wages.

Particularly striking is the phenomenon that the halt in the rise of employment in
view of the continued growth of the working­age population was relfected only
slightly in a rise in general unemployment, taking the year as a whole, and that the
higher level of unemployment that made its appearance in the second half of 1973
not only did not continue to rise during 1974 but actually declined. Hence, 1974
can be deifned as a yearof full employment, at least in the narrow senseof the term.

The phenomenon of departure from (and non­entry into) the labor force instead
of a rise of unemployment was due to a number of factors, among which the war and
its ramiifcations occupy an important place. The increase in the draft army, the
retention of potential additions to the labor force in the army for protracted reserve
duty (which was not without its recompense), and the lfexibility of a marginal labor
force that joined and left the labor force in accordance with the market situation,
combined to absorb the brunt of the deceleration and the decline in the demand for
workers ; a steady rise in unemployment­ whose absolute dimensions were
small­is found only among the principal breadwinners (aged 2 5 and older, and not
bachelors).

' As used in this chapter, "the private sector" refers to all branches of the economy
excluding public and community services and electricity and water supply. Since the
deifnition is based on branches, this sector also includes Government and Histadmt business
enterprises.
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TableXIII

POPULATION, EMPLOYMENT, AND WAGES ­ PRINCIPAL DATA, 1971­74

(in thousands, unless otherwise stated(

Percent
annual increase

)­(decreaseoraveragesAnnual

1974197319721974197319721971

3.03.33.33,348.03,251.23,146.23,045.6Average population1.

3.03.63.42.314.42,247.12.169.12.097.2Working­age population2.
0.53.94.21. 122.81.117.71,076.11.032.8Civilian labor force3.

48.549.749.649.2Labor force (3h­2(4.

0.13.95.01,089.11.088.21,047.0997.1Israeli employed5.

1.04.05.7826.1818.3787.2744.5Israeli employees6.
Total weekly man­hours of7.

Israeli employed
1.2­3.36.341.440.942.339.8)million hrs.(

Unemployed Israeli job­8.
14.21.4­18.533.729.529.135.7seekers

­­­3.02.62.73.5Unemployment rate (8­h3(9.
Number of employed from10.

12.117.055.068.761.352.433.8administered areas
Total employed in Israel11.

0.74.66.61,157.81,149.51,099.41,030.9)5+10(
2.11.93.3904.5886.3870.2842.0Israeli employee posts"12.

Total employee posts in13.
1.82.03.9947.1930.1911.8875.3Israelb

Monthly earnings per14.
Israeli employee post.c

34.627.614.61.5761,171918801excl. fringe beneifts (IL(
Monthly earnings per15.

employee post in Israel,11
35.027.314.11.5351.137893781excl. fringe beneifts (IL(

Daily average adult16.
­4.018.1­20.7844879744938unemployed

" Including part­time and supplemental work.
'' Including workers from the administered areas.
c Wages and salaries are calculated on a cash basis­ i.e., payments for work performed in
the past or advance payments on account of future work are included in the data for the
period in which they were actually paid and hot for the period to which they relate.

source: Central Bureau of Statistics.

The demand for workers, which had grown at a rapid rate until 1972, and
particularly between 1971 and 1972, slowed down during 1973. Various
indicators (job openings and uniflled job openings) pointed to a lessening of the
surplus demand for workers as early as 1972, and this relfected mainly a lfexible
supply of supplementary workers that did not lag behind the great increase in
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demand. During 1973 there were a number of signs attesting to the emergence of a
deceleration in demand as compared with supply : a steady decline in the number of
fully employed beginning in 1973, a decline in the number of man­hours per
employed, a rise in the ratesof unemployment, a deceleration in the rateof the rise in
employment during the year, and, at the end of 1973, an ever­sharpening decline in

the labor force participation rates. Among the reasons for the change in the
employment trend before the war were the cyclical slow­down in construction, the
decline in tourism, and the contraction of demand on the part "of the defense
establishment with regard both to construction jobs and ordersfrom industry.

The war intensiifed some of these developments (construction, tourism),gave rise

to additional factors that contract the demand for workers (depressing real income,
creating an atmosphere of restraint, encouraging a preference for imports owing to
expectations of price rises, and a preference for investment in ifnancial assets owing
to uncertainty). Parallel to this, part of the export markets were also impaired
(particularly plywood, clothing, and diamonds). On the other hand, as a resultof the
war there was an increase in demand on the part of the defense establishment
(though it may be that the bulk of the increase was met before the end of the year).
In addition, demand for Israeli exports increased in a number of areas (chemical
products, metal products, and electronics).

As to developments in the course of the year, we must distinguish between the
effects of the war, and particularly the protracted mobilization of reservists, on the
development of actual labor input (a sharpening of the decline in the ifrst quarter of
1974 in comparison with the same period in 1973 and, to a decidedly lower extent,
in the succeeding quarters as well), and the interference of the war and the protracted
mobilization on the behavior of the public, including that of the employers. Thus, in
employment statistics (as in others) a particular sluggishness is evident in the ifrst
quarter, followed by some recovery in the second (but in comparison with the second
quarterof 1973 the labor input in the private sector is lower, even if account is taken
of the intensiifed mobilization), and a renewed decline from the third quarter on.
Average earnings per employee post in 1974 were about 3 5 percent higher than in

1973. This datum. which is based on employers' reports to the National Insurance
Institute, does not necessarily relfect the full earnings or the changes that occurred in
them, as has recently emerged from the data submitted by various employers to the
Ben­Shahar Committee. In comparing the change in earnings from 1973 to 1 974, a
special problem was the reliability of employers' reports, in view of the war and the
intensiifed mobilization of reservists. In any event, even if there was a more rapid
rise in other payments to workers that went unreported, it does not appear that any
increase occurred in real earnings, since between 1 973 and 1 974 the level of
consumer prices rose by about 40 percent. The cost­of­living allowances that were
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­TableXD2
SOURCES OF GROWTH OF ISRAELS PERMANENT POPULATION, 1964­74

)in thousands, unless otherwise stated)

1964 1965 1966 1967" 1968 1969 1970 1971 1972 1973 1974"

1. Permanent population at
beginning of year

2. Total natural increase

3. Rate of natural increase

4. Rate of. natural increase
among Jewsc

5. Rate of natural increase
among non­Jews

6. Gross immigrationd

7. Thereof: Number of
immigrants0

8. Net emigration'

9. Migration balance (6­8)

10. Total growth of population
)2+9)

3,307.63,200.53.095.13.001.42.919.22,841.12,775.32,657.42,598.42,525.62,430.1
68.963.363.164.759.756.253.347.350.850.048.2

20.620.120.021.220.119.218.317.619.219.519.4

16.1

95.5

16.2

72.8

16.1 14.9 15.9 16.2 16.9 18.0 16.7

59.0 118.8 64.9 78.1 82.2 93.7 105.4

16.8 17.4

38.639.139.039.339.140.539.038.743.444.645.0
31.451.749.231.525.126.621.014.516.031.155.0

23.944.943.426.121.224.920.714.516.031.155.0
19.47.96.92.52.64.79.411.57.88.37.7
12.043.742.329.022.521.911.63.08.222.847.3

107.1 80.9

<­1^



11 . Permanent population at
end of period(1 + 10 ) 2,525.6 2,598.4 2,657.4 2,776.3 2,841.1 2,919.2 3,001.4 3,095.1 3,200.5 3,307.6 3,388.4

12. Percent increase in per­
manent population 3.9 2.9 2.3 4.5k 2.3 2.8 2.8 3.1 3.4 3.3 2.4

n
x
>
■7m

* increase (70) 50.5 68.7 86.1 94.0 82.1 72.0 72.6 69.1 59.9 59.2 85.8
Thereof: Share of natural13.

94.086.168.750.5increase (Jo(

Thereof: Share of net14.

6.013.931.349.5immigration (X(
­i

s ­■ . ­ ..­,­. ­ '­ 17.9 28.0 27.4 30.9 40.1 40.8 14.2

15 Potential immigrants1' 10.3 20.6 25.4 25.7 23.8 197

n " Since 1967 the population of East Jerusalem is included in Israel's permanent population.
.m b Provisional data.
g c Per thousand permanent population. The rate of natural increase among non­Jews in 1967­69 does not include East Jerusalem.
v d Immigrants, tourists changing their status to immigrants, potential immigrants who acquire immigrant status, immigrating citizens (children
o born to Israeli citizens abroad), persons returning to East Jerusalem under the family reunion scheme since 1968.
g * Immigrants and tourists acquiring immigrant status.
m . Declaring emigrants plus citizens residing abroad for 13 months or more, less Israeli citizens returning from abroad after an absence of 13
t\ months or more.

e Since 1967 includes the population of East Jerusalem (no separation is made for natural increase and the migration balance).
b In 1969 a potential immigrant was denned as a "person entitled to an immigrant visa or an immigrant certiifcate under the (z " in 1yf>y a potential immigrant was defined as a "person entitled to an immigrant visa or an immigrant certiifcate under the Law of Return and

~ who intends to enter Israel and to stay there for more than three monthsi" Such persons are really temporary residents who come to
< explore the possibilities of settling in Israel, and hence are not included in the permanent population or in the source of its growth.
o source : Central Bureau of Statistics.
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increased three times this year, and by substantial amounts, and the general
agreement on the raisingof basic wages by from IL 50 to IL 80, explain the bulk of
the rise in earnings; apart from the usual wage creep no signiifcant departure from
these institutional arrangements can be discerned. The raising of the tax rates caused
a sharpening of the decline in real disposable income. Nevertheless, from the aspect
of the producers wage increases were higher than price increases, this owing to the
abolition and reduction of subsidies, the raising of indirect taxes, and the raising of
import prices. This development­ wage increases caused by external factors and not
accompanied by parallel increases in producer prices­ operated in the direction of
contracting the demand for labor on the partof employers.

It should be noted that the rise in the wages of employees from Judea and
Samaria and the Gaza Strip who work in Israel was lower this year than it was for
Israelis (28.5 percent, according to family surveys in the administered areas),2 in

contrast to previous years, when it was the other way round, even though there is

still a considerable gap to the disadvantage of the wages of the non­Israeli
employees. There is evidence indicating that the wages of temporary workers which
are ifxed ad hoc and free from institutional arrangements (and which in the last few
years were considerably higher than the oiffcial rates, particularly in the building
trades), declined even in nominal terms.

It can be said in summation that the rise in earnings was essentially the result of
institutional arrangements, the purpose of which was to bring earnings in line with
the changes in the general price level; that the wages of marginal, temporary, and
unorganized workers, which are not ifxed in accordance with institutionalized rates
and arrangements, rose to a lesser degree or even declined, contributing to the
retirement of marginal workers from the labor force. On the other hand, even the
moderate rise in wages, relative to the rise in consumer prices, which brought about a
decline in real wages, was still rather high, at least with respect to part of the
employers in the private sector, which explains the tendency to reduce the demand
for workers.

2. Labor Force Participation, Employment, and Unemployment

The most striking phenomenon of 1974, and one without parallel since the
recession of 1967, was the scanty rise in the civilian labor force and even an absolute
decline in part of it, as against the increase in the working­age population­ though
even in the latter there was slight deceleration both on the annual average and in the

2 This figure may possibly show a downward bias, but not such as to constitute a

substantive difference.
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Table XII­3

MAIN EMPLOYMENT INDICATORS, JANUARY­SEPTEMBER 1972­74

(percent increase over same period year before(

1974, quarterly
IIIII11974"1973"1972"

3.03.13.43.23.63.4
2.82.82.92.8'3.43.3

0.32.11.41.33.64.4
­1.2­0.30.2­0.43.42.9
0.21.10.80.73.95.2
­0.9­0.80.0­0.63.53.7

15.03.3­1.56.024.263.9
1.11.20.61.04.97.0

­0.9­0.6­0.5­0.74.67.5
­1.8­0.4­9.8­4.03.37.3

I. Working­age population
2. Thereof: Males
3. Labor force
4. Thereof: Males
5. Israeli employed
6. Thereof: Males
7. No. of employed from

administered areas
8. Total employed in Israel
9. Thereof: In the private

sector
10. Actual labor input
I I. Thereof: In the private

sector
12. Thereof: In the public

sector
13. Israeli unemployed
14. Percent of working­age

population employed
15. Thereof: Males
16. Employee posts (National

Insurance data)
17. Thereof: Private sector
18. Employees in industry
19. Man­days in industry
20. Employees in construction
21. Man­days in construction
22. Unemployed ­ dailv

average
23. Adult job­seekers
24. Unplaced job­seekers
25. Job openings
26. Uniflled job openings
27. Help wanted advertising

linage

7.5 3.2 ­6.2 ­12.1 ­2.4 ­4.0

6.96.4­2.13.53.76.2
3.454.529.226.1­7.217.5

­2.7­1.9­2.5­2.30.21.7
­3.7­3.4­2.9­3.40.00.3

1.80.7­1.10.53.54.3
­0.9­1.7­3.1­1.91.93.0
2.42.50.21.82.45.9
0.0­4.3­8.7­4.43.86.6
­7.2­10.2­13.5­10.37.611.7
­13.3­21.4­22.0­18.88.07.5

­2.2­1.712.32.821.6
1.31.5­1.40.4­­6.0

17.126.918.120.5­­8.8
­­­­­13.11.7

­17.526.0

13.5 17.2 ­0.6 ­12.0 15.9 ­5.5

" January­September.
source : Lines 1­15­ Central Bureau of Statistics, Manpower Surveys in Israel and Family
Surveys in Judea and Samaria and in Gaza; lines 16­17­ CBS, from National Insurance
data; lines 18­19­ CBS, Industry Section; lines 20­21­ CBS, Construction Section; lines
22­26­ Employment Service; line 27­ Advertising Association of Israel.
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THE LABOR FORCE AND EMPLOYMENT, BY SEX: ANNUAL
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6807043.847.449.338.29631,0011970
6987203.547.549.235.79971,0331971
7247412.748.349.629.11,0471,0761972
7467652.648.449.729.51,0881,1181973
7407593.047.148.533.71,0891,1231974

Quarterly data
7337512.448.349.526.71,0721.0991973 I
7477622.048.549.522.41,085JJ0811

7597792.948.650.132.61,0971,130III
7467673.248.249.836.31.0991,135IV
7337523.147.148.634.51,0801,1151974 I
7417603.147.649.134.61.0971,131II
7527703.047.348.833.71,0991.133III
7367532.946.347.631.81,0801,112IV

Source : Central Bureau of Statistics.

course of the year, owing to the contraction of immigration, the increase in
emigration, and the war. In short, there was a signiifcant decline in the labor force
participation rate.

Before proceeding to a detailed discussion of the participation rates of the
working­age population in the civilian labor force, it should be noted once again that
the working­age population rose on an annual average only slightly less than in

previous years (see Table XII­6).
Preliminary ifgures indicate an increase in emigration,5 in addition to the drop in

{ In the absence of direct and complete data on emigrants from Israel, the scopeof annual
emigration is representedby the change in the number of Israelis residing abroad one year or
more.
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AVERAGES, 1970­74 AND QUARTERLY DATA, 1973­74
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4.827.929.314.42832983.466.969.223.8
4.228.529.813.22993133.166.768.822.5

3.529.730.811.93233352.366.968.517.2

3.230.331.311.33423532.466.768.318.2

4.329.931.315.53493642.464.466.018.1

2.730.531.39.43393482.366.367.917.3
ר '<30.230.97.53393462.067.068.414.9

3.629.830.912.53383502.667.669.420.1

4.330.832.215.73523682.765.867.620.6
4,230.131.415.33473632.664.466.019.2

4.330.632.015.93563722.564.766.318:7

4.429.731.116.03473632.365.266.717.6

4.229.330.515.13443592.263.565.016.6

immigration, principally from the Soviet Union. Nevertheless, it can be seen from
Table XII­6 that despite the previous drop in immigration and the rise in emigration
from about 8,000 in 1973 to about 20,000 (Table XII­2, lines 6­8), the working­
age population rose by about 32,000 and it was only a substantial decline in the
labor force participation rate that reduced the increase in the number of participants
to about 5,000, as compared with more than 40,000 in each of the two previous
years.
On the other hand, the general unemployment statistics point to a relatively

small increase in unemployment on an annual average and in the course of the year,
despite the trend of decline in unemployment. The increase in unemployment is

particularly noticeable among females, whereas among males the increase is

minuscule and there was even a decline in the number of unemployed males during
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the year (see Table XII­4).
Since the picture with respect to females is clearer­a deifnite rise in

unemployment that held true even after the long­term rising trend in participation
rates was replaced during the year by a decline­ the discussion below will
concentrate mainly on males. In 1974 there were special circumstances­ the
increase in the sizeof the draft army, longer reserve service, and war casualties­ that
operated to reduce the participation rates. Close examination reveals, however, that
these sectors were responsible for only part of the decline in participation rates ; there
was a drop in these rates even in groups that are nqt subject to army service­ males
aged 14­17, females, and Israeli Arabs.

Following are some possible explanations of the decline in participation rates,
including an elaboration of the explanations touched on above.

First, the effects of the war. Since persons serving in the draft army are not
included in the civilian labor force, an increase in the share of the working­age
population so serving decreases, by deifnition, the rate of participants in the civilian
labor force. Then there is the factor of the protracted reserve duty brought about by
the war. Theoretically, this factor should not cause a decline in participation rates,
since a person who is ordinarily employed and has been called up for reserve duty is

deifned in manpower surveys as "employed, temporarily absent from work."
Nevertheless, it appears that reserve duty of such extraordinary scope and duration
may well have reduced the participation rate in three ways :

(a) New candidates for the labor force (discharged soldiers, high school
graduates, etc.) are inactivated. Since they did not belong to the labor force before,
the extended reserve duty interferes with their joining it . It is also safe to assume
that in some cases members of the family had diiffculty in deifning the status of a
reservist who had not been regularly employed before the war, even if he regarded
himself as belonging to the labor force.

(b) Apart from the necessity for protracted army service, which makes it dififcult
to. work or seek work, it should be kept in mind that the reservist is paid whether
or not he had any work income before his reserve duty. It may be assumed that
youths who had no family responsibilities made do with the pay they received for
their reserve service and made no great effort to seek work in the periods between
one call­up and the next.

(c) It may be assumed that those who left, or failed to join, the labor force
included war invalids, some of whom found diiffculty in ifnding work even after
their discharge, and received ifnancial support that made it possible for them not to
join the labor force. In this connection mention should be made of the exemption
from tuition fees and subsistence allowances that were given to discharged soldiers.
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Table XII­5

CIVILIAN LABOR FORCE PARTICIPATION RATE, BY SEX AND AGE, 1963­74­

)percentages(

All age
65 +55­6435­5418­3414­17groups

Total
19.755.263.157.731.252.71963
24.058.463.456.833.653.41964
22.358.862.857.032.852.81965
23.857.963.458.131.353.11966b
21.455.462.154.826.950.41967
18.354.962.355.128.350.31968
20.256.663.153.925.250.11969
19.555.162.853.222.849.31970
18.855.562.953.621.149.21971
18.254.463.754.421.649.61972
18.954.663.555.120.449.71973
18.752.964.453.316.448.51974

Males
33.988.296.980.036.1'77.01963
42.390.696.877.239.377.31964
39.791.096.476.238.176.11965
41.190.396.576.136.075.51966b
37.188.195.471.730.772.11967
32.686.595.372.532.471.81968
35.089.095.468.629.270.41969
33.888.594.966.727.369.21970
33.287.894.766.8 .25.168.81971
31.486.294.767.325.368.51972
32.686.2 .93.967.724.268.31973
31.585.993.864.319.966.01974

Females
5.819.330.335.025.728.11963
6.722.431.436.027.529.21964
6.022.930.937.527.129.41965
6.723.532.239.626.330.666b

5.621.231.037.223.028.61967
4.521.631.537.224.028.81968
5.723.033.138.721.029.71969
5.022.132.839.118.129.31970
4.923.333.240.016.829.81971
5.522.934.841.017.630.81972
5.524.135.242.116.331.31973
6.022.436.942.012.831.31974

a Includes East Jerusalem since 1968.
b Data for 1966 have not been revised; the Central Bureau of Statistics has published a cor­
rection of the overall rate, but since it was not broken down into its component elements,
we have usedunrevised data for that year.

source :Central Bureau of Statistics.
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The subsistence allowances were made conditional on the recipients not working.
So much with respect to the inlfuence of the war.
Between 1965 and 1973 the scopeof the grants paid by the National Insurance

Institute to the various eligibles­ old age and survivors allowances, grants for
children, etc.­ increased twice as much as did the total wages paid in the economy.
In 1974 it was easier for potential participants in the labor force to stop looking for
work when a deceleration in the demand for workers became evident. The higher
standard of living and a network ofincome­supplementing arrangements also
reduced the weight of the contribution of "other members of the family" to family
income.

In 1973 the weight of family income from property and grants came to about 6

percent, equalling the weight of family income from the work of other members of
the family (excluding the head of the family and his spouse), with the former rising
and the latter declining. The decline in real wages­ which was apparently
particularly sharp among marginal and temporary workers who, owing to their lack
of tenure, profited less from the institutional arrangements of the cost­of­living
allowance­ may well have operated side by side with the rise in the level and scope
of the supplementary grants to bring down the rate of labor force participation.

Against this background it is easy 10 understand the concentration of the decline
in participation rates among the 14­17 age group, the 18­24's (who serve in the
draft army), the 25­34's (part of whom bore the brunt of extended reserve duty and
intensiifed recruitment in the regular army, and part of whom did not yet have
family responsibilities), as well as the decline among persons 5 5 and older. It is

important to note, however, thateven.among the other age groups we ifnd a decline
in the participation rates, though only to a small degree.

With respect to the order of development it appears that the increase in

unemployment in the third quarter of 1973 (in some subgroups the change, as we
have noted, occurred as early as 1972) gradually, beginning in the fourth quarter of
1973, turned into (and this was closely connected with the war and the intensiifed
enlistment in the draft army and mobilization of the reserves) a substantial decline in
the participation rate. Among the subgroups particularly sensitive to factors causing a

decline in the participation rate­ mainly young bachelors­ the departure from the
labor force also included the non­employed. Total unemployed declined from the
peak at the end of1973­36,300­to 31,800 at the end of 1974, but for every
unemployed who ceased to be so, eleven persons "abandoned" the civilian labor
force, and at the end of 1974 the latter was smaller by 51,300 than it would have
been had the participation ratesof the end of 1973 held fast.

To sum up : the decline in participation rates among males and the end of the
rising trend in participation rates among women go beyond that which is explainable

29O BANK OF ISRAEL ANNUAL REPORT 1974



by external factors and, at least in part, constitutes a reaction to the contraction of
work opportunities and the decline in real wages. But even if we attribute the entire
decline in participation rates to external factors­ i.e., if we regard it as a contraction
not dependent on labor supply­ we would still have to explain the unusual
phenomenon of a rising trend in the rate and number of non­employed despite the
contraction in supply. Such a situation can only be explained if a contraction in

demand for workers exists at the same time.
Theoretically, it is possible that an independent contraction in labor supply,

accompanied by a change in the composition of the demand for workers at a given
or even rising level of demand, will bring about some rise in the unemployment rate
owing to the intensified disharmony between the occupational composition of the
supply and the occupational composition of the changing demand. Examination of
the data of employment development (also see below) reveals a good many branches
in which the decline of the demand for workers is evident and a small number of
subbranches in industry where the demand for their output increased and where there
was reason to expect that their demand for workers would also rise. Indeed, in those
branches the number of workers did increase substantially, but even if from the
demand aspect the increase could have been even greater, the weight of these
branches in total employment could not counterbalance the contracting demand for
workers in the other branches.

3. Employment

(a)Main ifndings

The war and the intensiifed mobilization make it difficult to compare this year
with previous ones, and even the reliability of the adjustment for seasonality is

impaired and interferes with the comparison of proximate periods within the year.
Hence, the tables in this chapter present a great variety of period comparisons, in
which various periods are compared with corresponding ones in the previous year or
years.

In general, the employment trend in 1974 was downward. A comparison of each
quarter with the corresponding one in 1973 shows the second quarter of 1974 to be
the best. The ifrst quarter was still sharply affected by the war, and in the third
quarter there was a decline (in comparison with the third quarter of 1973), which is

to be attributed mainly to the "regular" trends of development that made their
appearance in the economy. In the last quarter there was a further decline, in
comparison with its predecessors in 1 974, but here it is possible that seasonal factors
were responsible in some cases. On the other hand, there is no point in making a
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Table ?01­6

SOURCES OF INCREASE IN LABOR FORCE PARTICIPANTS AND
IN NUMBER OF EMPLOYED, 1971­74

(in thousands(

1

1971 1972 1973 1974

Change in participants

Total
1. Due to change in population"
2. Due to change in age composition1'
3. Due to change in participation rate

of. each age groupe

Males
1. Due to change in population11
2. Due to change in age composition"
3. Due to change in participation rate

of each age group.5

Females
1. Due to change in population"
2. Due to change in age composition11
3. Due to change in participation rate

of each age groupe

Change in number of employed

Total
1. Due to change in population"
2. Due to change in age composition1"
3. Due to change in participation rate

of each age groupe

Males
1. Due to change in population"
2. Due to change in age composition11
3. Due to change in participation rate

of each age groupe

Females
1. Due to change in population"
2. Due to change in age composition11
3. Due to change in participation rate

of each age group"

5.141.443.731.4

32.238.134.531.1

­2.10.52.51.2

­0.9

4.6

6.6

11.1

2.8

6.5

­25.0

­6.023.021.416.6
20.425.723.820.8
­1.71.02.11.3

­24.7­3.7­4.5­5.5

יי11.118.4 14.8י.
11.812.410.710.3
­0.4­0.50.4­0.1

­0.3

1.141.050.333.9
31.;37.033.429.9
­2.0­0.33.01.2

­28.24.313.92.8

­5.722.026.717.9
19.925.023.120.1
­1.60.22.01.4

­24.0­3.21.6­3.6

6.819.023.616.0
נ 1.412.010.39.8
­0.4­0.51.0­0.2

6.4 12.3 7.5 ­4.2

a Assuming general (employment) participation rates of the previous year.
b Assuming specific (employment) participation rates of the previous year.
c The difference in the speciifc (employment) participation rates multiplied by the population
of the year in question.

Source : Central Bureau of Statistics and computations of the Bank of Israel.
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Table ר­\1\
PERCENT OFWORKING­ACE POPULATION

EMPLOYED, 1963­74

FemalesMalesTotal

26.774.550.81963
28.174.951.61964
28.173.550.91965
28.069.348.71966
25.464.945.21967
26.568.047.31968
27.967.847.81969
27.966.947.41970
28.566.747.51971
29.766.948.31972
30.366.748.41973
29.964.447.11974

,1972"
29.966.748.31

30.166.648.311

29.567.648.5III
29.366.948.0IV

1973
30.566.348.3I

30.267.048.511

29.867.648.6III
30.865.848.2IV

1974
30.164.447.11

30.664.747.6II
29.765.247.3III
29.363.546.3IV

" Owing to seasonality in the employment data, the
quarterly data in this table. like those in the other
tables in this chapter. should be compared with
the quarterly data in a comparable period.

Source: Central Bureau of Statistics.

comparison with the last quarter of 1973, which was hard hit by the war and the
widespread mobilizationof reservists.

Comparing the ifrst nine months of 1974 as a unit with the corresponding period
in 1 973 shows that the number of employed rose by about 1 percent, as against a

rise of about 7 percent in 1972 and of about 5 percent in 1973.
This rise must be credited to the continued increase in the public services, for in

the private sector there was an absolute declineof 0.7 percent (compared with a rise
of 7.5 percent in 1972 and 4.6 percent in 1973). The declining trend is more
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striking in the datum for labor input­ which takes into account the man­hours per
employed. In the economy as a whole there was a decline of 4 percent (compared
with a rise of 7.3 percent in 1972 and of 3.3 percent in 1973), with a particular
sharp drop­ 6.2 percent­in the private sector. Part of this steep decline is
attributable to the absence of workers owing to protracted reserve duty, but even if
we add the man­hours that were lost on account of reserve duty we still have a
decline of 2.5 percent in the ifrst nine months of 1974 (in the third quarter the
decline was 3.4 percent). This cardinal phenomenon of a decrease in employment is

also expressed in the other data, such as the number of full­time employed, where
again the decrease goes beyond that which is explainable by the protracted reserve
duty.

As against this trend of a decline in employment, we are struck by the fact that
the number of unemployed rose only moderately in the ifrst nine months of 1974
(from 27,000 to 34,000), and was on the decline in the course of the year. This
phenomenon has been dealt with at length in thepreceding,section. Here it suiffces
to note that the main reaction to the phenomenon of the contraction in employment
in the face of the continued increase of the working­age population was a substantial
drop in the labor force participation rates. Nevertheless, among population groups
who could not afford to withdraw from the labor force (adults with families) we ifnd
a consistent and protracted rise in unemployment, although very small in absolute
terms (see the preceding section). It should also be kept in mind that in the last few
years special steps were taken to ease the employment problems of special groups,
measures which contribute to reducing the visible extent of the unemployed. Thus,
for example, the number of new immigrants who received ifnancial assistance in
connection with employment (mainly in public institutions) rose in 1974 by about
60 percent, and this over and above the temporary frameworks for assistance in

immigrant absorption (H ebrew­language ulpanim, absorption hostels, vocational
courses).

From the branch distribution of the employed, too, it can be seen that the
contraction of employment stemmed from the slowdown of private demand, for
within the private sector (which in general contracted as compared with the public
services) the decline was particularly striking in the construction, trade, and personal
services branches­ where it was obviously not labor supply that was the
constraining factor.

(b) Trends in employment in recentyears

Further examination of the employment statistics of previous years shows that the
declining trend in employment in 1974 was no sudden development. As early as
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1972, which was a record year in the growth of employment, it appeared that the
large increase in demand for workers was accompanied by a parallel increase in

supply, which prevented a further sharpening of the surplus demand for workers.
There were even signs of a weakening demand (dataof job openings and of uniflled
job openings, which reached a record high at the beginning of 1972 and were on a

decline thenceforth), and from the end of 1972 an increase of unemployed in varioas
age groups among males was discernable. In 1973 there was a deceleration of the
increase in the demand for workers relative to the rise in supply, and this
phenomenon sharpened greatly. in 1974. Beginning with the second quarter of
1973, workers were recorded as shitfing from full to partial employment. In the
third quarter of 1973 the overall rate of unemployment increased, and beginning
with the last quarter of 1973 there was an ever­sharpening decrease in the labor
force participation rates­a phenomenon that was dominant throughout 1974. This
intensiifed departure from the labor force had the effect of reducing the volume of
visible unemployment, but at the same time unemployment increased among the 25­
plus age group (particularly among females and in the 25­34 age group), and the
general decline in labor input per employed continued, this being relfected in the
continued switch from full to partial employment and in the decrease in man­hours
per employed (in both data going beyond that which is explainable by the protracted
reserve duty).

The following table presents the main data with respect to the extent of local
employment by sector in the ifrst nine months of 1972, 1973, and 1974, which
point to the growing deceleration in the development of employment in the private
sector in comparison with the public sector. Beginning in 1973 the public sector,
which until then had dififculty in competing with the private sector and had many
uniflled positions, showed an improvement in its situation.

GROWTH OF LOCAL EMPLOYMENT IN THE PUBLIC AND PRIVATE SECTOR,
JANUARY­SEPTEMBER 1972­74

(percent change from previous year(

Public sectorPrivate sector

Total
man.
hours

Man­hours
per

employedEmployed

Total
man­
hours

Man­hours
per

yed employedEmplo

6.00.85.27.5­7.5)I­IX(1972

4.8­2.86.63.2­1.24.6)MX(1973

3.5­2.46.1­6.2­5.5­0.7)I­IX(1974

­2.5­1.8­0.7
)I­IX) adjusted
reservists

1974
for
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A ratio that various economists both abroad and in Israel have recently come to
favor as an indicator of employment tendencies is the rate of employed in the
working­age population.This datum combines, for certain purposes, the information
provided by the figure for the labor force participation rate (which is also affected by
long­term trends) and the customary statistic for the rate of unemployed among
participants in the labor force (which relfects directly the short­term changes in the
labor market).

A follow­up of this variable (Table XII­7) since 1963 (total population) points to
the entry into the recession (following a rise contrary to the trend in the peak year of
1964), a quick departure from the recession in 1968 and 1969, a slight decline in
1 970 (expectations stemming from the "package deal" and the deceleration in
private residential construction), accelerating slightly in 1971 and continuing to rise
in 1972 and 1973, only to drop substantially in 1974.

(c) Developmentofthe demandfor workers in the private sector

It was argued in the previous section that the rise in employment reached its apex
in 1972, and that in 1973 there was a deceleration that worsened into a real decline
in 1 974. Following is a description of a number of developments that may have
brought about this change.

1 . The cyclical nature of the construction branch. The (too) large increase in

building starts from 1962 onward stabilized in the beginning of 1972, and turned
into a decline from the second quarter 0/ 1 973.

2. A decline in orders for earthwork jobs on the part of the Ministry of Defense,
as early as 1972, and for industrial products in the course of 1973.

3. A steep decline in tourism to Israel beginning 1972.
4. A deceleration in the increase in investments in industry, particularly in

equipment (where the investment is determined exclusively by the industrialists),
beginning in 1972. Among the possible reasons are the following : over­investment
in the ifrst years after the slump of 1966­67, the apprehensions as to a policy of
restraint by the Government, and apprehension concerning difficulties in obtaining
skilled workers, which intensiifed in the courseof 1971.

5 . After the war real income declined, uncertainty increased in the economy, and
the diiffculties in the construction and tourism branches sharpened. Export branches
were also hit; these included plywood, clothing, and diamonds, as well as branches
that serve the construction branch : non­metallic minerals, basic metals, trucks, and
lumber. In private demand there was a preference for hoardable products and those
in which particularly high price increases were anticipated, such as imported durable
goods. In the local market index­linked ifnancial investments were preferred to
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investments in real estate.
6. On the other hand, job openings in the defense establishment began to

increase, as did openings in the export of metal and electronic products and of
chemical products.

The general picture, then, is a trend of contraction in the activity of some
branches of the private sector which was likely to create a cumulative decelerating
process, particularly in view of the reduced real income that resulted from the
Government's policy of soaking up excess means of payment.

(d) The structureofemployment

In Tables XII­8, 9, and 12 the detailed changes in employment by branch are
presented. Particularly striking is the decline in total employment in the private
sector as against a rise in the public services.4 This reversal of trend began in 1973,
and in itself testiifes to a deceleration in the demand of various branches in the
private sector. Conspicuous for their decline in this sector are the construction,
commerce, and personal services branches, with respect to which we have external
information about a deceleration in demand for their output. Outstanding in the
other direction is the ifnancial services branch, a fact which, once again, is in
harmony with evaluations regarding a switch in interest from speculative activity in

the housing and real estate market to the ifnancial areas, owing to the assured linked
return. In transportation and communications and in industry smaller declines were
recorded in actual labor input and, deducting the effect of workers called up for
reserve duty, the record shows stabilization in the ifrst nine months of the year in
comparison with 1973. It must be emphasized that while the deceleration and the
decline in the various "real" branches in 1974 were of course sharpened by the
intensiifed mobilization, these remained in force even after an adjustment was made
for this inlfuence. Moreover, excepting ifnancial services, the third quarter was
relatively weaker­ from the aspect of employment­ than the second (comparing
the corresponding quarters of 1973), and despite the diiffculties involved in

comparing the last quarter (because of seasonality and the 1973 war), it appears that
this situation tended to worsen in the last quarter of 1974.

Appreciable changes also occurred within industry itself among the sub­branches
and even within the sub­branches, and it seems that there was considerable labor

4 The division into sectors is not clear­cut. Thus, for example, postal workers, on account
of other statistical considerations, are included in the private transportation and
communications branch. The intention is to make a distinction between the "private" sector
that operates in the open market and the "public" sector that is dependent on the State
budget.
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י!
Table

ISRAELI EMPLOYED, TOTAL EMPLOYED IN ISRAEL, AND MAN­HOURS

employedIsraeli

Public sectoraPrivate sectorTotal economy
AverageAverageAverage
weeklyweeklyweekly

Man­man­Man­man­Man­man­
hourshours"Employedhours1 hoursEmployeehourshoursEmployed

per weekper(thou­per weekper(thou­per weekper(thou­
(millions)workersand9)(millions)workersands)(millions)workersands)

1973
10.5638.527533.2041.679843.7640.81,0721

10.2036.428032.5740.580542.7739.41,08511

8.8732.327533.2240.482242.0938.41,097III
9.4934.527525.6931.282335.1932.01,099IV

1974
10.3436.228629.2236.879439.5636.61,080I
10.8536.329931.7139.779842.5638.81,097II
9.4732.029531.4239.180440.8837.21,099III
10.8137.329031.8040.279142.6139.51,080IV

Jan.­Sept.
9.5136.426132.4141.478341.9240.21,0441972
9.8735.727733.0040.880842.8739.51,0851973
10.2234.829330.7838.579941.0037.51,0921974

Jan.­Dec.
9.7827631.1781240.951,0881973
10.3729231.0479741.401,0891974

Rates of

1974
­2.14.1­12.0­0.4­9.60.7I
6.36.5­2.6­0.8­0.51.111
6.77.4­5.4­2.2­2.90.2III
13.95.223.8­4.021.1­1.7IV

Jan.­Sept.
3.86.11.83.32.33.91973
3.46.0­6.7­1.2­4.40.71974

Jan.­Dec.
6.05.8­0.4­1.91.10.11974

" "Public sector" encompasses all public and community services (not necessarily govern­
mental) , as well as electricity and water supply.
"Private sector" refers to all other branches, including Government and Histadrut business
enterprises.
"Total employed" includes workers employed in Israel from Judea and Samaira and from
the Gaza Stirp.
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\11­8

PER WEEK IN THE PRIVATE AND PUBLIC SECTORS,' 1973­74

Total employed
Public sector11Private sectorTotal economy

Man­
hours

per week
)millions)

Average
weekly
man­
hours
Per

worker

Employed
)thou­
sands)

Man­
hours

per week
)millions)

Average
weekly
man­
hours
per

worker

Employed
)thou­
sands)

Man­
hours

per week
)millions)

Average
weekly
man­
hours
per

worker

Employed
)thou­
sands)

10.6438.527635.3841.485546.0140.71,131
10.2936.528235.1540.487145.4439.41,153
8.9732.427735.8440.388844.8138.41,165
9.5734.527727.1131.487136.6831.91,148

10.4236.228831.1036.685141.5236.51,139

10.9536.430134.3039.686645.2538.81,167
9.5932.229834.4239.188044.0137.41,178
10.9037.329234.1339.985645.0439.21,148

9.6136.526334.3741.283343.9740.11,097
9.9735.827935.4540.787145.4239.51,150
10.3234.929633.2738.486643.5937.51,161

9.8727833.3787143.241,150
10.4729533.4986343.951,158

change11

­2.14.2­12.1­0.5­9.80.6
6.46.6­2.4­0.6­0.41.2
6.97.6­4.0­0.9­1.81.1
13.95.425.9­1.722.80.0

3.76.13.14.63.34.8
3.56.1­*.2­0.7­4.01.0

6.16.10.4­0.91.60.7

b As compared with the corresponding period in the previous year.
Source: Central Bureau of Statistics ­. Manpower surveys in Israel and Family Survey in
Judea and Samaira and in the Gaza Stirp; computations of the Bank of Israel.
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mobility that is not adequately relfected in the available statistics. The contraction in
die demand for labor made it possible for a number of plants that suffered from a

cumulative shortage of labor to ifll their requirements. There is evidence to the effect
that plants that were expanding rapidly had no difficulty in increasing the number of
their workers substantially. Despite this general evaluation, there was a shortage of
various types of skilled labor­ mainly in metals and electronics­ the demand for
which increased in order to ifll orders both from the defense establishment and from
abroad. The phenomenon of structural changes in demand is likely (at any given
level of demand) to increase the demand for workers relative to the demand for labor
input (this on the quite reasonable asumption that in places where_demand declines
the ifrst step is not to ifre workers but to reduce the labor input per employed). And,
indeed, we ifnd a decline in the man­hours employed and in total labor input in
relation to the number of employed. The fact that the decline also applies to the
number of employed in the private sector shows­ assuming that structural changes
exist­ that the total demand tended to contract even to a greater extent than
appears from the direct employment data.

In this context it should be kept in mind that worker mobility, even when
concurrent with the contraction of employment in various enterprises and branches,
does not require the dismissal of workers in a signiifcant volume. The employment
turnover in construction, industry, and personal services is so great that contraction
of employment can be attained in the individual plant by reducing the absorption of
new workers simultaneously with the current departure of workers.

This is perhaps the place to consider a phenomenon that seems to contradict the
picture as presented up to this point. In the number of workers from the administered
areas working in Israel (they are included in the various employment tables under
"total employed in Israel"), there was a signiifcant increase during the year: 6
percent in the ifrst nine months of 1974, and 15 percent in the third quarter, which
we describe above as a "weak" quarter. Moreover, while the increase was
particularly striking in the construction branch, it also applied in agriculture and
industry. Even though it seems at ifrst glance that this phenomenon points to supply
constraints as the factor determining the employment trends in 1974­ particularly
as the conventional expectations are that the workers from the administered areas
who lack right and seniority will be the ifrst to go in the event of a slow­down of
activity­ the opposite evaluation of the phenomenon is more reasonable. It is

precisely a deifnite deceleration in activity and uncertainty as to developments in the
future that makes it more worthwhile to employ workers from the administered areas
at low pay and without social beneifts or work rights. This, so long as the
deceleration in employment does not require the dismissal of workers in a signiifcant
volume (the increase in employment from the administered areas in Israel occurred in
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unorganized work; in the number of man­hours per employed there was a decline).
Moreover, in contrast to previous years, the rate of the rise of wages of workers
from the administered areas (28.5 percent) was lower than it was for Israelis. It
transpires that in unskilled, dififcult, and poorly­paid jobs the workers from the
administered areas managed to oust marginal Israeli workers (including Israeli
Arabs), particularly in view of the fact that, as already mentioned above, some of
these found alternative employment and income in the form of army service. Such a

"conquest" of a branch, involving the ousting of the Israelis, is particularly striking
in the construction branch, in which most of the temporary employment is
unorganized. Things have reached such a pass that unskilled jobs have come to be
considered the preserve 0/ workers from the administered areas', and Israeli youths
refuse to touch them.

(e) Development in the courseoftheyear

Table XII­8 shows the uneven trends in employment during the year. Two
principal factors jointly dictated the form of the development, which is built on a

comparison of the various quarters to their parallels in 1973. The war and the
protracted mobilization of reservists created a "hole" in economic activity at the end
of 1973 and the begining of 1974. The agreements on the separation of forces and
the discharge of the reservists led to a steep rise in the second quarter, in which the
economic activity also relfects a compensation for work that was previously deferred,
an intensiifed demand on the partof the public, among whom the atmosphere of self­
restraint that had accompanied the war had weakened, and to a certain extent,
perhaps, even more optimistic expectations of employers. This stands out particularly
in the data on help wanted advertising linage, which reached an all­time high in the
second quarter of 1974 (and has since declined sharply). In the third quarter of
1974 economic activity returned to its normal level, and it relfects, more than any
other quarter (in comparison with the corresponding quarters in 1973), the existing
trends of development in the economy. The general trend in the third quarter was a
decline in employment and in the demand for workers atfer the relative growth in

the second quarter (once again, it must be kept in mind that the second quarter,
though relatively good, was lower in absolute numbers in the private sector than the
second quarter of 1973 even after the "correction" of the data for the intensiifed
reserve duty). The fourth quarter of 1974, as we have indicated, is dififcult to
compare with its counterpart in 1973, while a comparison with the third quarter of
1973 makes it necessary to take into account seasonal changes in the employment
data. Nevertheless it appears that the various data clearly point to a continuation of
the downward trend, with the public sector joining the private sector in the fourth
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TOTAL EMPLOYED AND MAN­HOURS IN THE
BY BRANCH, 1971­74b

'PRIVATE SECTOR",*

Unknown
andTranspotr­Average

correctionation andweekly
PublicofPersonalFinancialcommuni­Construc­Agricul­Totalman­hours
servicesroundingservicesservicescationsTradetionIndustrytureemployedper worker

1971 (Jan.­Sept.)
1972 (Jan.­Sept.)
1973 (Jan.­Sept.)
1974 (Jan.­Sept.)
1972 I

II
III
IV

1973 I
II
III
IV

1974 I
II
III
IV

1971 (Jan.­Sept.)
1972 (Jan.­Sept.)
1973 (Jan.­Sept.)
1974 (Jan.­Sept.)

Employed (thousands)

41.2
41.2
40.7
38.4

775
833
871
866
811
830
859
845

855
871
888
871

851
866
880
856

31.95
34.35
35.45
­33.25

92
98
92
86
98
99
96
89

89
95
93
96

91
84
82
78

3.55
3.80
3.60
3.25

244
254
281
287
253
250
259
268

278
276
288
282

276
285
300
283

105
125
131
122
118
127
130
127

127
128
138
118

110
123

134
129

127
138
143
135
129
138
147
141

137
147
145
137

140
137
127
132

Man­hours per week0 (millions)
10.20 4.40 5.50
10.75 5.20 5.90
11.65 5.35 6.05
11.25 4.65 5.50

75
77
78
83
76
74
80
80

76
76
82
84

81
84
86
87

3.30
3.35
3.35
3.25

56
60
67
69
60
58
60
62

64
70
67
71

69
69
70
72

2.30
2.40
2.65
2.65

74
77
77
75
74
82
76
77

82
73
73
77

77
76
73
70

2.55
2.75
2.70
2.55 ■

2

6
2
9
3

2
11

1

2

1

2
6

.15

.20

.10

.15



1972 1

11

111

**

1973 1

11

111

**

1 1974 1
v 11

£ 111

­£ IV
­1
X

£ 1974­ I
£ II
£ in
5 January­September
p 1972 7.5 7.0 7.2 18.2 7.3 1.5 4.3 7.8 .. 6.0
5 1973 3.2 ­5.3 8.4 2.9 2.5 ^. ­ 10.4 ­1.8 .. 4.8
ji 1974 ­6.2 ­9.7 ­3.4 ­13.1 ­9.1 ­3.0 ­ ­5.6 .. 3.5
§ 1974"

x . . ­
Z

" See deifniiton in Table XH­8.z .> The reliability of the quatrerly branch data is lower, and we therefore preferred to present only annual data in previous repotrs. Nevetrheless,
^ owing to the special development this year it was thought advisable to present detailed data.
< c Rounded to 0.05.
r. d Each peirod in compairson with the corresponding period in the previous year.
£ ­ Estimate of the change in labor input were it not for the intensiifed mobilization of reservists.

Source : Central Bureau of Statistics and computations of the Bank of Israel.
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quarter with respect to a decline in the number of employed.

(f) Employment exchange data

In this section we discuss in greater detail the data of the Employment Service
which, owing to the many changes that have been introduced in the past two years,
must be treated with considerable caution.
The data with regard to the series of job seekers, unplaced job seekers, and daily

average of unemployed were changed in January 1973 when the Unemployment
Insurance Law took efFect. Theoretically, statistics are now available for two
successive years based on uniform deifnitions, but it appears to us that owing to the
length of time required to introduce a new system, and to the effect of the war
(which temporarily raised the ifgures for job seekers and the daily average of
unemployed), there are grounds for employing these ifgures only with respect to
1974 and not in comparison with 1973 or for comparison of 1972 and 1973.

During 1974 itself (excluding the effect of the war at the beginning of the year)
the series of job seekers and the daily average of unemployed were stable. We ifnd a

slightly rising trend only in the series of unplaced job seekers. In general, this picture
is in consonance with the ifndingsof the manpower surveys, which were discussed at
length in the preceding sections : despite the deceleration in employment there was no
increase in the number of unemployed but a parallel reduction in labor force
participation. Moreover, the detailed data point to a substantial departure of young
people from the labor force, and for them there is no point in registering at the labor
exchange in the hope of getting unemployment compensation, since they lack a
previous qualifying period as employed. (In 1973 about 48 percent of total adult job
seekers in the exchanges were in the 18­24 age group, and together with the 25­34
age group they constituted close to 70 percent. From the labor force surveys we have
seen that it was in these age groups that the decline in participation rates was
concentrated.) Another interesting datum in this context is the decline in the rate of
job seekers who turn to the Employment Service as a means of ifnding work. THis
rate declined from 63 percent in 1970 to 50 percent in 1973 andto 36 percent
(albeit on the basis of a revised questionnaire) in 1974. In 1974 itself the rate
continued to decline, reaching 3 3 percent in the last quarter.

Finally, it should be noted that in 1965/66 the seriesof job seekers and the daily
average of unemployed were late in pointing to the change, doing so only at the
beginning of 1 966. The series of unplaced job seekers belonging to the same group
of series preceded them and, as noted, in 1974 too it was this series that indicated a
rise.

The problem is more serious in the series of job openings and uniflled job
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Table XII­10

EMPLOYMENT SERVICE DATA, 1970 TO FIRST QUARTER OF 1975

(seasonally adjusted data(

Help
wanted

advertisingDaily
linageaverageUnplacedUniflled

)originalunem­job­Job­jobJob
data(ployedseekersseekersopeningsopenings

)6()5()4()3()2()1(

Annual data

25,7801,5965,715. 23,8334,27231,3531970
34,6709424,05719,4217,13335,0751971
38,2507463,69918.5088,47735,4051972
44,020XXX6,99531,3621973 )Jan.­Sept.(

Quarterly data
34,790XXX9,39136,5481972 I

41,850XXX8,00335,52311

36,070XXX7,94535.826III
40,290XXX8,57033,723IV

43,650XXX7,42532,6181973 I
43,370XXX6,57329,981II
45,030XXX6,98731,488III
20,330XXX6.29027,402TV

1974 [ 27,887 6,171 38,430

seriesNew

43,6508092.50917.124XX1973 1

43,3708622,55416.361XX11

45,0308422,58216,848XXIII
20,3309863,44317.399XXIV

38,4309183.11317,112XX1974 I

50,2608313,25317,0057,80027,417II
42,5408142,96016,4687,44424,513III
36.3908233.26016.9997,76125,000IV

26.5709133.36016,3867,67325,0031975 I

Note: The introduction of new series, including new deifnitions and methods of gathering
data, destroys the continuity of the series and precludes comparisons between the two series.

Source: Columns 1­5: National Employment Service (adjustment for seasonality from Bank
of Israel computations); column 6: Advertising Association of Israel.

CHAPTER XII, THE LABOR FORCE, EMPLOYMENT, AND WAGES 3O5



T
openings. These changed in the course of 1974, and at this stage it appears that there
is no way of dealing with them either in comparison with previous years or during
1974 and the beginning of 1975. One of the changes was that the exchanges
approached places of work on their own initiative in order to discover whether there
were job openings, but until the system is institutionalized it is sensitive to differences
between exchanges and between months stemming from the degree of effort invested
in seeking "orders" (and hence in the ifgure for uniflled job openings).

At the same time it should be noted that the data for the previous years, 1972
and 1973, point to a declining trend after a steep rise up to the beginning of 1972.
We have relied on this turn, among other things, as an indicator of the changes that
occurred in employment as early as 1972. Here it should be kept in mind that these
series were the earliest to point to the previous recession, by indicating a turn starting
at the end of 1964.

4. Wage Developments

Wages and salaries per employee roseby 35 percent on an annual average, in
comparison with 1973. This constitutes an acceleration in the rate of wage increases,
for in the ifrst nine months of 1973 wages were 25 percent higher than in the
corresponding period of 1972. Wage data, the source of which is employers' reports
to the National Insurance Institute, also include wage payments to employees
serving in the reserves. Since the number of reservists on active duty was extremely
high in the last quarter of 1973 and in the ifrst quarter of 1 974 the rise in wages per
employee does not relfect the rise in the labor costsof the employers. In addition, the
reliability of the data for the last quarter of 1973 is lower than usual, owing to
missing reports and imprecise reports during and immediately after the war. It is thus
better to compare the third quarter of 1974 with the third quarter of 1973. The
increase in wages per employee as between these two periods amounted to about 3 8
percent. The increase in wages per man­hour was about 3 5 percent on an annual
average and about 43 percent between the third quarter of 1973 and the third
quarter of 1974.' We cannot ignore the fact that the wage data in the third
quarter are inlfuenced by the increase of the cost­of­living allowance in July 1973
and July 1974, and by the. greater number of reserve­duty days served in the third
quarter of 1974 as compared with the third quarter of 1973. Despite this
qualiifcation it appears, to us that the increase in wages, from the aspect of the
employers, was higher than that relfected in the annual average increase, in view of

' Information about the number of man­hours per employee is to be found in the
manpower surveys of the Central Bureau of Statistics.
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the greater number of reserve­duty days in 1 973 than in 1974. Wage developments
in the private sector, including and excluding fringe beneifts, were similar.

The share of labor in the national incomeof the private sector, excluding housing,
remained constant in 1974 as compared with 1973. In other words, the wage rise in
1974 kept pace with the rises in prices, factors of production, and productivity. At
the same time the increase in wages was lower than that in the Consumer's Price
Index, the latter amounting to 40 percent.6 In other words, real wages, from
the viewpoint of employees as consumers, declined in 1974.

Under conditions of a more rapid rise in consumer prices than in producer prices
it is reasonable to assume that the market forces will adjust wages at a rate that falls
between the rise in producer prices and that in consumer prices. The play of forces
between the­ labor unions and the employers' associations should also lead to this
result. The fact that wages rose only at a rate similar to that called for by the rise in

producer prices (plus productivity) seems to point to some falling off in demand,
which was expressed in a non­increase in wages and only slightly in unemployment.
It is reasonable to conjecture that the pressures for wage increases applied by the
trade unions were weaker in 1974 both because of the effect of the Yom Kippur
War and because of the tension that prevailed in the ifrst half of 1974.
The data on strikes bear this out. The number of strikes decreasedby 26 percent in

1974 in comparison with 1973, and the number of workdays by 86 percent. The
phenomenon is also relfected in the fact that the wage agreements that were in force
in 1973 were extended to April 1974, and in the further fact that wage agreements
did not deviate from the wage policy adopted by the Histadrut.

Another indication of a sluggishness in the demand for workers is that the wages
of workers from the administered areas rose in 1974 by 28.5 percent. This was the
ifrst time that the wages of these workers rose by less than those of the Israelis. The
wages of workers from the administered areas are more sensitive to the forces of the
market than are those of Israeli workers, so that this is further evidence of a
slackening in the demand for workers.

The existing wage agreements, as we have noted, were extended to April 1Q7 4,

and in that month the Histadrut Executive decided on its wage policy for 1 974. The
main decision was that basic wages should rise by from IL50to IL 80. Agreements
in this spirit, and in general without deviations, were signed in the middle of 1974.
According to an estimate of the Histadrut's Department of Economic and Social
Research, the wage agreements increased total wages by about 8 percent. In January
1974 a cost­of­living allowance of 14.8 percent was paid on the ifrst IL 700of the

6 The more rapid rise in consumer prices than in producer prices stems from the great
increase in indirect taxation and in import prices.
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TablXeIII 1

EMPLOYEE POSTS, EARNINGS, AND EARNINGS PER POST, MONTHLY, 1973­74

(including organized workers from the administered areas(

public servicesExcludingTotal
Average
earnings
(IL(

Earnings
(IL

million(
Posts

(thousands(

Average
earnings
(IL(

Earnings
(IL

million(
Posts

(thousands(

1.031
1,087
1.196
1,175

642.9
677.3
763.2
689.0

623.7
623.1
638.2
586.4

1.028
1.113
1.203
1.210

.965.4
,037.7
,145.9
.085.6

938.8
932.2
952.2
897.0

1973 I

II
III
IV

1.347
1,403
1,637
1.698

814.5
859.4

1.036.5
1.052.0

604.9
612.5
633.0
619.5

1.346
1.423
1,655
1.709

.249.1
,335.5
.605.2
.627.2

928.3
938.4
969.7
952.1

1974 I
II
III
IV

1,105
1.465

694.5
903.5

628.3
616.8

1,115
■1.477

1 ,049.7
1,396.6

941.1
945.5

January­September
1973
1974

1,122
1,523

693.1
940.6

617.9
617.5

1,138
1,536

1,058.7
1,454.3

930.1
947.1

January­December
1973
1974

yearover corresponding period of previousPercent increase

30.6
29.1
36.9
44.5
32.6

30.9
27.9
37.6

41.2
32.5

1974 I
II
III
IV
January­September

35.735.0Entire year

Source: Central Bureau of Statistics. based on employers' reports to the National Insurance
Institute.

basic wage, which raised wages by about 7 percent. Following the drastic reduction
of subsidies in February, an advance was paid in that month on account of the July
0­0­1 allowance, in the amount of 6 percent. This increment raised total wages by
about 3 percent. In July a c­o­1 allowance of 20.7 percent was paid, the ceiling now
being raised to IL 1,000. This payment raised total wages by about 10 percent. In
December, a c­o­1 allowance of up to IL 200 was paid, raising total wages by about
8 percent. It transpires, then, that the provisions of the wage agreements and the c­o­1

allowances were responsible for the bulk of the wage increase that occurred in
1974.
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Table 01­12ל
EMPLOYEE POSTS BY ECONOMIC BRANCH (INCLUDING WORKERS

)in thousands)
FROM THE ADMINISTERED AREAS)." 1971­74

nx
<

i
X

I
n

O

<
z
a

>
o

o

Transport
equipment
and com­Trade

PersonalPublicFinancialmunica­andElectricity Construe­Agir­PirvatePirvate
servicesservicesservicestionshotelstionand waterIndustryculturesector0sector1'Total

37.2275.459.958.672.681.910.0238.840.9589.9285.4875.31971
1972

36.4293.164.360.173.788.49.8244.739.0606.6302.9909.5Jan. ­Sept.
36.5294.964.860.173.588.89.9245.238.1607.0304.8911.8Entire year

1973
37.1312.771.161.276.090.810.4249.632.2618.0323.1941.1Jan.­Sept.
36.2312.270.960.974.487.310.4246.431.4607.5322.6930.1Entire year

1974
35.0328.772.862.073.184.710.8248.430.2606.1339.4945.5Jan.­Sept.
35.0329.773.762.373.184.910.8248.329.5606.7340.5947.2Entire year
36.7315.168.959.773.988.410.5249.036.7613.3325.5938.81973 I

37.2309.171.660.875.390.610.3246.331.0612.8319.4932.2ii
37.5314.072.863.178.793.610.5253.528.7627.9324.4952.3III
33.4310.670.460.169.776.710.3236.629.1576.0321.0897.0IV
34.0323.471.061.069.580.010.7245.033.6594.2334.1928.31974 I

35.2325.971.961.273.883.110.5247.030.2602.1336.3938.411

35.7336.775.563.776.091.011.1253.126.9622.0347.8969.8III
35.0332.676.363.373.085.411.0247.927.4608.5343.6952.1IV

Rates of change11
'<6.710.61.83.12.72.0­171.96.73.51973 (Jan.­Sept.)
­65.12.41.3­3.8­6.7­0.5­6­1.95.00.51974 (Jan.­Sept.)
­35.63.92.3­1.7­2.70.8­6­0.15.51.81974 (Jan.­Dec.)
­55.40.40.7­2.0­8.30.3­3­1.75.30.71974 n
­S7.23.71.0­3.4­2.8­0.2­6­0.97.21.81974 III
­75.94.80.3­7.2­8.8­2.2­5­3.15.9­0.01974 IV"

il There has been a steady increase in the share of employees from the administered areas working in Israel who are not represented in National
Insurance data. This is seen from a compairson of family surveys in the administered areas with data based on employers' reports to the National
Insurance Institute. Consequently, the percentage of change in employee posts in the pirvate sector. in which the workers from the administered
areas are concentrated, is biased downward.

b Including public services and electircity and water.
' See definitions in Table XII­8.
" Each peirod compared with the corresponding peirod of the preceding year. except for the last line.
*­ Compared with the third quarter of 1973.
Source : Central Bureau of Statistics, based on employers' reports to the National Insurance Institute.



In January 1975 the December 0­0­1 allowance was completed, up to 30 percent.
This constituted, in effect, a wiping outof the effectof the steps of November 1974,
for under the existing arrangement a c­o­1 aUowanceof 36 percent should have been
paid.

Analysis ofthe increases in prices in the past year indicates that for the most part
they were the result of external developments on the costs side: the increase in import
prices, the change in the exchange rate, the levying of indirect ,taxes, and the
reduction of subsidies (see the detailed discussion in Chapter IX). These
developments seem to point to the fact that the existing cost­of­living arrangements,
whereby the allowance is paid in accordance with the Consumer's Price Index in its
entirety (with only slight modiifcations), are liable to create further pressure on
production costs­ this time from the wage side. This situation signiifcantly limits
the ability of the Government to improve the balance of payments by means of the
price mechanism.
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