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Executive Summary 

Jobs are critical for economic growth, poverty reduction, peace and social stability in the Palestinian 

Territories. The current economic situation in the Palestinian Territories (PT) has gone from bad to worse, 

reaching a critical stage before it becomes a true humanitarian crisis, particularly in Gaza. Real GDP growth 

contracted by 1.3 percent in the second quarter of 2018—the Gaza’s economy shrank by 6.1 percent. 

Close to one third of the population live below the poverty line, but poverty already affects half of the 

population in Gaza. And the PT continues to be affected by conflict, both internal as well as with Israel. 

Creating more and better jobs is central to the strategy to boost economic growth, reducing poverty and 

achieving peace and stability in the PT.  

This report aims to provide policy options to create more and better jobs for Palestinians. The report 

provides a comprehensive diagnostic of the job challenge in the PT. It does so by (i) analyzing recent trends 

in labor market outcomes (employment and wages) and the implications for growth, poverty and social 

stability; (ii) linking labor market outcomes to the relative demand for labor, the types of jobs being 

created, as well as the underlying productive structure and spatial dimension of the economy; and (iv) 

looking at the external (Israeli-imposed restrictions) and internal factors limiting and distorting economic 

activity and job creation in the PT. Based on the diagnostic, the report then provides policy options to 

create more and better jobs for Palestinians. While recognizing that any long-term sustainable solution to 

the jobs challenge in the PT must involve the relaxation of Israeli-imposed restrictions, the focus of this 

report is on identifying opportunities and options for the Palestinian Authority to create more and better 

jobs in the PT. The policy discussion is organized around four key areas that the PA has some control over: 

(1) boosting technology-based services; (2) exploiting local specialization in traditional sectors by 

strengthening value chains; (3) connecting youth to jobs and removing barriers to female employment; 

and (4) building a partnership with the private sector, civil society and the international community for 

job creation. 

Rampant joblessness and informality and stagnant wages are constraining economic growth, poverty 

reduction and social stability in the PT—this calls for immediate action. Labor force participation rates 

are stubbornly low, particularly among women—only 1 out of 10 women of working age are either 

working or looking for a job. Unemployment is rising and now affects one third of the labor force, highest 

point in two decades. The situation is especially alarming in Gaza, where more than half of those in the 

labor force are unemployed. More generally, there are large differences across regions, indicating a high 

degree of geographic segmentation of the labor market. Unemployment hits youth and women 

particularly hard. About 7 out of 10 young Gazans are unemployed (8 out of 10 young women).  And more 

than 6 out 10 of those who do find employment work in informal jobs, undermining worker protection 

and labor productivity. Wages have stagnated in the private sector but have increased in the public sector 

and for Palestinians working in Israel.  

The labor market is performing poorly because the private sector is creating few jobs and in the wrong 

places. During the 1994-2017 period, the Palestine economy needed to create 821,000 new jobs just to 

absorb the flow of new entrants into the labor force, but it only created 574,000 jobs, a deficit of 247,000 

jobs. This is mainly due to the weak demand for labor in the private sector. And job creation in the private 

sector has been concentrated in low-productivity non-tradable services like retail trade, reducing overall 

labor productivity. This inefficiency is the result of a productive structure centered around small, low-

productivity, and often informal firms geared towards the domestic market. Another source of inefficiency 
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is the segmentation of economic activity. The Palestinian economy is essentially an ‘archipelago’ economy 

with poor economic links between ‘islands.’ The lack of competition between firms within the same sector 

across regions creates large productivity differences across regions: firms in East Jerusalem are 55 percent 

more productive than firms in West Bank, while Gaza firms are 15 percent less productive. The geographic 

segmentation of economic activity has also contributed to local specialization which, as discussed later, 

can be an important source of job creation is adequately exploited. 

The private sector is creating few jobs and doing so in low-productivity activities mainly because of 

external factors, but internal factors also play an important role. These external factors include (i) Israeli-

imposed restrictions on trade, mobility, and access to land and other natural resources; and (ii) repeated 

cycles of conflict. These factors are intertwined and generate a vicious cycle of economic, social and 

political instability. Israeli-imposed restrictions on trade severely limit the prospects for export-led 

growth, which is particularly damaging for a small economy like the one in the PT. Restrictions on access 

to resources, particularly those in Area C, and on movement of goods and people within the West Bank 

are also major limitations to economic activity. And the Gaza’s economy has been suffering for years now 

due to a blockade that was imposed in 2007. Relaxing those constraints would have a large impact on 

growth and unemployment (World Bank 2017b). But the impact of external factors is exacerbated internal 

factors such as burdensome and fragmented business regulations, poor governance, limited financing for 

small firms, and inadequate infrastructure. Fiscal reforms and reforms to improve the business climate 

would have a particularly large impact on growth and unemployment.  

Any long-term sustainable solution to the jobs challenge in the PT must involve the relaxation of Israeli-

imposed restrictions on economic activity in the PT and employment of Palestinians in Israel. This 

includes restrictions on trade, mobility, and access to land and other natural resources that limit and 

distort economic activity in the PT. Being a small economy, restrictions on trade are particularly damaging. 

Key measures in the short term include the revision of the special goods and dual-items goods lists and 

processes. In the longer term, Israel could consider a reformed trade regime with the PT, where the 

Palestinian Authority (PA) would have effective control over its customs territory. This would allow the 

Palestinian economy to integrate better with the rest of the world, without losing its many ties with Israel. 

The relation of restrictions on employment of Palestinians in Israel is by no means a first best solution 

from a state-building perspective, but it would help reduce unemployment and improve household 

welfare more directly, and thus faster, than the relaxation of restrictions on economic activity in the PT. 

In practice this would mean an increase in the number of work permits issued by Israel, but also ensuring 

the flow of Palestinian workers into Israel is stable, predictable, and coordinated with the Palestinian 

Authority (PA). 

But there are opportunities to create more and better jobs in the PT within the limits imposed by Israeli 

restrictions. There is no magic bullet, but this report argues that such opportunities do exist and provides 

policy options to exploit them. The discussion is organized around four policy areas that the PA has some 

control over, while recognizing that even there Israel still plays an important role in many cases. 

1. Boosting technology-based services. The previous analysis showed that the jobs challenge in the 

PT is mainly a labor demand issue. Given the small size of the economy and the restrictions on 

physical trade, the best option to create more and better jobs in the PT is to boost tradable 

services, particularly those based on digital technologies, such as information and communication 

technology (ICT) services, whose global demand is rapidly growing.  Doing so requires 
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improvements in business regulations and competition, entrepreneurship financing, skills as well 

as supporting services and infrastructure.  

2. Exploiting local specialization in traditional sectors by strengthening value chains. It will take 

time for technology-based services to deliver quality jobs for a large number of Palestinians, as 

they currently account for a small share of output and employment. This is why parallel efforts 

are needed to bring firms in traditional sectors closer to the production possibility frontier, so 

they can deliver more and better jobs. Some of the above reforms, particularly in business 

regulations and competition, will help. But the PT could also exploit better the potential of the 

existing local specialization in goods and services. This requires identifying and addressing 

constraints along the value chain in the local economies. 

3. Connecting youth to jobs and removing barriers to female employment. The PT’s biggest asset 

is its large talent pool of young people. To tap into this great asset, more and better job 

opportunities need to be created, particularly digital jobs. But dedicated efforts are also needed 

to better connect youth to job opportunities and to remove barriers to female employment. 

4. Building a partnership for job creation. The PA cannot do it alone, nor should it. While the PA has 

regulatory power, it has a very limited fiscal space. The PA needs to reach out to the private sector 

and civil society to create a National Alliance for Jobs to develop and implement solutions within 

an integrated jobs strategy. Development partners should support this partnership and provide 

financial support to the initiatives that come out of it. 

Boosting technology-based services 

Technology-based services hold the promise, but they need to be nurtured. Data-based and technology-

enabled services, such as ICT and business services, can get around physical-trade restrictions. And there 

is a growing global demand for these services. There is an incipient but rapidly growing ICT sector in the 

PT, with most startups being this sector. But growth in this sector is constrained by burdensome business 

regulations, insufficient financing, and inadequate supporting services and infrastructure. Online 

freelancing also offers a great opportunity for Palestinian youth, particularly in Gaza. There is small but 

growing number of online freelancers in the PT, particularly in Gaza, but growth is constrained by limited 

skills training and mentorship opportunities, restrictions to online payments, and limited access to high-

speed internet. Key policy options to address these constraints are  

• A ‘Big Bang’ regulatory reform to signal to the business community that the PT is open for business. 

The Big Bang reform would be broad-ranging but prioritize reforms that support the digital economy 

(e.g. adoption of the Companies Law, regulations on digital payments and telecommunications), 

harmonize business regulations across the PT, ensure a level playing field for businesses, and actively 

involve the private sector. 

• Increasing financing for promising startups and small firms. Business angel investing—involving high 

net worth individuals and investors investing their own capital into startups/early-stage businesses, 

has the potential to emerge as an effective form of capital to bridge the equity gap for Palestinian 

early-stage enterprises. It could be supported through the development of angel networks and 

catalytic grants. Remittances could be tapped into more effectively to help finance productive 

investments through matching investments. 

• Improving the supporting services for entrepreneurs and online freelancers. There are a number of 

incubators and accelerators operating in the PT. Donor funding going into these institutions could be 

used to increase the capacity of managers and mentors, attract experienced mentors, and to better 
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connect these institutions with international peers. Support to online freelancing exists but coverage 

is very limited. Given the high social returns to investing in this type of work in the PT, there is a clear 

case for increasing public support, including donor funding, to attract more service providers, increase 

the coverage of these programs, and expand the types online freelancing skills that are supported. 

• Equipping youth with relevant skills for the digital economy. Ongoing efforts to improve the quality 

of preschool and basic education need to be accelerated, focusing on improving teaching practices. 

job market relevance of higher education programs can be improved by scaling up ongoing initiatives 

to supports partnerships between higher education institutions and employers. For the short run, a 

private sector-led skills training system can be supported by scaling up ongoing initiatives to leverage 

private investment into skills training or through the establishment of a skills training fund to support 

coalitions of employers and training providers in key sectors like IT to provide training. It is also 

important to tailor these solutions to the specific needs of women (S4YE, 2019). 

• Improving digital infrastructure. Improving the speed, reliability, and affordability of broadband 

internet requires Israeli authorities to allow the operation of 4G technology and to release more 

mobile spectrum, but also reforms to improve competition and oversight in the telecom industry. The 

establishment of a National Payments Company and the implementation of the laws for e-

transactions and cyber security are key priorities to develop a secure and diversified online payment 

system. 

Exploiting the potential of local specializations 

Local specializations can be better exploited by strengthening local value chains. Local specializations 

are supported through a value chain of producers and service providers. But bottlenecks in the value 

chains prevent the full realization of the local specialization potential in terms of scale, productivity, and 

job creation. The PA could partner with local governments and the private sector to identify local 

specializations and bottlenecks along the value chain—using existing jobs in value chain methodology, 

and to develop solutions. 

Connecting youth and women to jobs 

The PT’s large youth talent pool represents its biggest asset, but efforts are needed to tap into it by 

connecting youth to jobs and removing barriers to female employment. Palestinian young people are 

well-educated, creative, and tech savvy—they are active on social media and are heavy users of mobile 

phones. But the lack of job opportunities is making youth increasingly frustrated, risking the possibility of 

turning this great asset into a liability. To avoid that, more and better jobs opportunities need to be 

generated in the private sector, particularly digital jobs—the previous sections provided some policy 

options to do that. But dedicated efforts are also needed to help connect youth to these jobs opportunities 

and to reduce barriers to female employment. Key policy options include: 

• Developing digital platforms to help connect youth to job opportunities. Digital platforms can 

facilitate job-matching, provide online jobs search assistance, connect the self-employed and online 

freelancers to clients, and refer job seekers to employment support services. There are a few small-

scale platforms operated by the private sector in the PT.  The PA can facilitate the scale-up of such 

private initiatives and learn from them to develop, in partnership with social enterprises and NGOs, a 

platform to refer vulnerable youth to jobs and employment support services. This could be 
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complemented by job counselors that use the information from the platform to provide advice, work 

out a plan with job seekers, and follow up with them. 

• Enhancing employment support to vulnerable youth. The digital platform would refer vulnerable 

youth to support services that meet their needs. Services can either be financed directly by the 

government (with donor support) or by the social enterprises and NGOs. Good targeting is essential: 

vulnerable youth includes youth that are either unemployed or working informally, but given limited 

resources, support can focus on less educated youth and give preferential access to youth in poor 

families. It is important to pick support services that have a demonstrated high impact on jobs, like 

online freelancing support. In Gaza, where job opportunities are very limited and social needs are 

daunting, cash for work can have a high social impact. 

• Removing administrative barriers to female employment and improving their safety in the 

workplace. Labor laws and regulations need to be revised to make them gender neutral and explicitly 

prohibit discrimination in the hiring, promotion, and pay of women versus men. Another priority is to 

introduce legislation against sexual harassment in the workforce and to allow women to prosecute 

claims in court. All these legislative changes need to be accompanied by strong enforcement and 

awareness raising. The removal of existing regulatory barriers to formalize home-based businesses 

would also increase female employment. 

• Access to safe transportation and affordable child care. Female-only minibuses along popular routes 

after dark could be a viable option. Options to increase access to child care services include simplifying 

the licensing of nurseries, enabling community nurseries run by mothers, and incentivizing employer-

funded child care (e.g. through subsidized vouchers). 

Building a partnership for job creation 

A partnership between government, private sector, and civil society is needed to develop solutions to 

create more and better jobs for the PT. This report shows that there are good opportunities to create 

more and better jobs within the limits of imposed by Israeli restrictions. It also provides policy options to 

exploit those opportunities, building on the wealth of knowledge on what has worked and what has not 

in the PT and focusing on practical solutions to address the jobs challenge in a more integrated way. But 

the PA cannot do it alone, nor should it. While the PA has regulatory power, it has a very limited fiscal 

space. The PA needs to reach out to the private sector and civil society to create a National Alliance for 

Jobs to develop and implement solutions within an integrated jobs strategy. International evidence shows 

that countries where governments actively engaged with the private sector and civil society around a 

comprehensive jobs strategy were able to successfully develop and implement comprehensive jobs 

strategies that ultimately resulted in more and better jobs.  

Development partners should support this partnership and provide financial support to the initiatives that 

come out of it. Development partners have supported many job-related initiatives over the years. Some 

of these initiatives have had limited success, leading to some donor fatigue. But there are also many 

successful initiatives. This report builds on these experiences. The report also argues that, to be successful, 

these initiatives should be part of an integral plan to address the jobs challenge, a plan that should come 

out of the National Alliance for Jobs.  
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Limited job opportunities constrain growth and threaten social 
stability  

Rampant joblessness and informality and stagnant wages are constraining economic growth, poverty 

reduction and social stability in the PT. Labor force participation rates are stubbornly low, particularly 

among women. Unemployment is now at the highest point in two decades. The situation is especially 

alarming in Gaza. Unemployment hits youth and women particularly hard. Most workers are informal, 

undermining worker protection and labor productivity. Wages have stagnated in the private sector but 

have increased in the public sector and for Palestinians working in Israel. The labor market is performing 

poorly because the private sector is creating few jobs and in the wrong places. Limited job creation is 

mainly due to the weak demand for labor in the private sector. And job creation in the private sector has 

been concentrated in low-productivity non-tradable services. The Palestinian economy is essentially an 

‘archipelago’ economy with poor economic links between ‘islands’.  The lack of competition between firms 

within the same sector across regions creates large productivity differences across regions. The private 

sector is creating few jobs and doing so in low-productivity activities mainly because of conflict and Israeli 

restrictions, but internal factors also play an important role.  

A dire picture of the labor market: Rampant joblessness and informality, 
stagnant wages, and geographic segmentation 

Labor force participation rates are dismally low, particularly for women. In 2017, over 2.8 million 

Palestinians were of working age, but fewer than 1.3 million were active in the labor force  (World Bank, 

2018a). Labor force participation (LFP) rates have historically been low and unable to break the 30 percent 

mark until 2013.1 This is mainly driven by the very low female labor force participation rate, which has 

been increasing slowly since 2002 but stood at just 11 percent in 2017—only Jordan and Iran have lower 

rates in the MENA region (Figure 1). The LFP rate of men is much higher than for women, yet it is still only 

slightly above 50 percent, and not much different from the rate in 1990.2 

Activity rates have reached critically low levels in some governorates with large cities. Participation rates 

across governorates range from 30 to 51 percent. The lowest levels of labor force participation are located 

in the governorates of Jerusalem (30 percent), Qalqiliya and Jericho (40 percent each), North Gaza (43 

percent), and the governorates of Ramallah and Al Bireh, Gaza, and Tulkarm (44 percent each). Some of 

these governorates host large cities such as Jerusalem, Ramallah, and Gaza (governorates with the same 

name), or Jabalia (in North Gaza). Still, some governorates with large cities such as Hebron show higher 

participation rates (Figure 2). 

 

                                                           
1 Labor force participation rate for ages 15-24 is the proportion of the population ages 15-24 that  either employed or actively 
looking for work. 
2 World Bank (2018) data in the World Development Indicators used in this text are estimates and projections by the International 
Labour Organization’s (ILOSTAT database) early release of the 2017 ILO Labor Force Estimates and Projections (retrieved in 
November 2017). The WDI figures used here contrast in magnitude with national estimates, but the trend is similar. In 2015, 
national estimates by the Palestinian Central Bureau of Statistics (PCBS) show that overall labor force participation stood at nearly 
46 percent, with male LFP just short of 72 percent and female LFP at just over 19 percent. 
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Figure 1. Labor Force Participation Rate, 1990-2017 

 

      Source: World Bank (2018b) World Development Indicators. 

Figure 2. Labor Force Participation Rate by Governorate, 2015 

 

Source: Own calculations based on PCBS (2016). 

Note: Maps were produced using a statistical software (GeoDa) for purely analytical objectives. The boundaries, colors, denominations, and any 

other information shown on maps do not imply, on the part of The World Bank Group, any judgment on the legal status of any territory, or any 

endorsement or acceptance of such boundaries. 

Unemployment is rising and it is now at the highest point in two decades. Between 1994 and 2017, 

unemployment grew at an annual average rate of 5.1 percent,3 but the unemployment rate has grown 

even faster since 2010: nearly 8 percent yearly, up from a 1.3 percent annual average between 2002 and 

2010 (World Bank 2018). The unemployment rate peaked at 32.4 percent in the second quarter of 2018, 

about 5 percentage points higher than its average in 2017 and the highest rate in two decades. The 

                                                           
3 And by the same token, employment expanded by only 4.2 percent. 
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increase is due to a strong jump in Gaza, where 53.7 percent of those in the labor force were unemployed 

in the second quarter of 2018.4 

Unemployment runs rampant for women and youth, particularly in Gaza. Between 2000 and 2015, while 

female LFP rates only rose by six percent, female unemployment rates increased drastically from 12 to 39 

percent (PCBS 2016). In contrast, males’ unemployment rate declined after 2008. This trend holds true in 

both the West Bank and Gaza, but in Gaza the gender unemployment gap became even larger following 

the blockade. By 2015, the unemployment rate among women  and men in Gaza reached 60 percent and 

36 percent, respectively. More than 41 percent of youth were unemployed in 2015, with young females 

being hit the hardest (61 percent). in the second quarter of 2018, unemployment amongst Gaza’s youth 

exceeded 70 percent, and was even higher among young females (78 percent). 

Many young people are inactive, especially young females. The share of young workers who are neither 

in employment, training, nor education (NEET) is already high but is also rising. In 2013, the NEET ratio in 

West Bank and Gaza for youth aged 15-24 was one of the highest in the world, and by 2015 it had further 

risen to about 30 percent. Once again, the share of NEETs in Gaza was higher than in the West Bank. As 

with LFP rates, the NEET has a strong gender dimension with women being worse off compared to men 

(Figure 3). NEET ratios are higher for the older cohort of the youth population who left compulsory 

secondary school (18-24) compared to the younger cohorts (aged 15-17).  

Figure 3. NEETs by gender, 2015 

 

Source: World Bank (2017) “West Bank Inclusive Diagnostic Note.” Washington, DC: World Bank. 

Large differences in unemployment rates across regions indicate a high degree of labor market 

fragmentation. Unemployment rates in the PT range from less than 11 percent to as high as 48 percent. 

Although the gap is enlarged by governorates in Gaza, some governorates in the West Bank can 

                                                           
4 Nevertheless, it is likely that high unemployment rates significantly reflect underemployment (i.e. some workers 
might be involved in occasional small and low-productivity activities), rather than being truly unemployed in strict 
sense. 
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experience unemployment rates twice as high as those in the lowest end. Spatially, higher unemployment 

rates concentrate in Gaza and, to a lesser degree, Bethlehem (Figure 4).  

Figure 4. Unemployment rates by governorate, 2015 

 

Source: Own calculations based on PCBS (2018). 

Note: Maps were produced using a statistical software (GeoDa) for purely analytical objectives. The boundaries, colors, denominations, and any 

other information shown on maps do not imply, on the part of The World Bank Group, any judgment on the legal status of any territory, or any 

endorsement or acceptance of such boundaries. 

The labor market is geographically fragmented. Using cluster analysis, five different labor markets 

realities emerge (see Box 1).5 Most of the West Bank (Jenin, Tubas, Tulkarm, Nablus, Salfit, Ramallah, 

Bethlehem, and Hebron) can be grouped in a cluster of governorates that are characterized by relatively 

high LFP and relatively moderate unemployment (relative to the Palestinian context). Another cluster 

includes two non-contiguous governorates (Jericho and Qalqilya) that face lower LFP and lower 

unemployment (Figure 5). Jerusalem seems to perform differently than any other governorate, with the 

lowest LFP and relatively moderate unemployment. Although Gazan governorates demonstrate much 

worse conditions than others in the West Bank, governorates within Gaza are themselves different in their 

unemployment situations. On the one hand, Gaza and North Gaza governorates experience very high 

levels of unemployment at high levels of LFP. On the other hand, the remaining three governorates (Deir 

El Balah, Khan Younis, and Rafah) suffer from extremely high unemployment rates but relatively lower 

LFP.   

 

 

 

                                                           
5 Cluster analysis refers to a multivariate statistical technique that aims at classifying subjects or objects on the basis of a set of 
measured variables into a number of different groups such that similar subjects are placed in the same group (see Box 1 for a 
fuller discussion).  
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Figure 5. Clusters of unemployment rates and LFP by governorate, 2015 

 

Source: Own calculations based on PCBS (2018). 

Note: Maps were produced using a statistical software (GeoDa) for purely analytical objectives. The boundaries, colors, denominations, and any 

other information shown on maps do not imply, on the part of The World Bank Group, any judgment on the legal status of any territory, or any 

endorsement or acceptance of such boundaries. 

Box 1. Cluster Analysis 

Cluster analysis is a technique that makes it possible to identify individuals similar to each other given a range of 

variables. Among the different tools within cluster analysis, K-Means Clustering was chosen, as a relatively small 

number of clusters were desired. An added advantage of the clustering approach used in this note, is that the 

researcher can use this tool when the number of clusters is known in advance. 

Two variables were also chosen as the parameters by which regions would be similar or different: labor force 

participation rates and unemployment rates. All variables were standardized before the cluster analysis was 

performed. In the case of the PT, five clusters in a hierarchical method were calculated. The results were the 

following clusters: (1) Jerusalem; (2) Jenin, Tulkarm, Tubas, Nablus, Safit, Ramallah, Bethlehem, and Hebron; (3) 

Qalqilya and Jericho; (4) Gaza and North Gaza; and (5) Deir El Balah, Khan Younis, and Rafah 

Job informality is persistently high, especially among young workers, undermining worker protection 

and labor productivity. In 2012, ILO indicators showed that informal employment 6   was around 60 

percent of non-agricultural employment (World Bank 2013). The 2016 Labor Force Survey conducted by 

PCBS shows that 62 percent of workers are informal (PCBS 2016). Sabra, Eltallar, and Alfar (2015) found 

that during the 1995-2012 period, the shadow economy—composed of informal activities—accounted for 

58 to 89 percent of GDP. Informal jobs are dominant in informal firms, but formal firms also hire 

informally. Job informality is exceptionally high among youth: ILO (2014) estimated that over 94 percent 

                                                           
6 Informal employment is defined as jobs without legal and social protection, whether carried out in formal sector enterprises, 

informal sector enterprises, or households, during a given reference period. The informal sector is broadly characterized as 
consisting of units engaged in the production of goods or services with the primary objective of generating employment and 
incomes to the persons concerned. These units typically operate at a low level of organization, with little or no division between 
labor and capital as factors of production and on a small scale. Labor relations - where they exist - are based mostly on casual 
employment, kinship, or personal and social relations rather than contractual arrangements with formal guarantees. 
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of workers aged 15 to 29 were employed informally. The situation is likely to be worse in Gaza today 

following the closing of borders.  

Wages have stagnated in the private sector but have increased in the public sector and for Palestinians 

working in Israel. Since 2010, real wages in the private sector have stagnated in the West Bank and 

declined in Gaza (after 2012) (Figure 6). Public sector wages have increased in the West Bank but did not 

change in Gaza. Overall, real wages in the West Bank increased from 2012, largely driven by increasing 

wages for Palestinians working in Israel and the settlements.  

A large public-sector wage premium drives the strong reliance on the public sector for employment, 

particularly in Gaza. Over 2010-2015, the public sector steadily accounted for one-third of total 

employment (Figure 7). This share is higher in Gaza (40 percent), where public jobs also play the role of 

safety net. One reason people are attracted to public-sector jobs is because those jobs pay better: the 

wage premium is over and above that which can be explained by differential skills and education levels of 

the public-sector workforce. Decomposing the gap between public and private monthly wages in 2015 

using LFS data demonstrates that a substantial part of the gap between these two cannot be explained by 

differences in workers’ skills: this unexplained wage premium in favor of public jobs is independent of 

personal attributes and human capital endowments.7 As such, it indicates an important distortion in the 

labor market, as it artificially limits job creation in the private sector.  

The large and growing wage gap between Palestinians working in the territories and those working in 

Israel and the settlements reflects a segmented labor market for Palestinians. Although the share of 

West Bank workers employed in Israel and the settlements has increased since 2012 to about 17 percent, 

it is yet far from the pre-Intifada level of 1999 (23 percent). And the flow of Gazan workers into Israel was 

stopped after the blockade in 2007. West Bank workers employed in Israel and the settlements are mostly 

employed in low-skill occupations in construction (more than half), agriculture, as well as low-tech 

industries and services, where the Israeli labor supply falls short of demand. The number of Palestinians 

working in Israel and the settlements is well below the demand for Palestinian labor in Israel and the 

settlements and the number of Palestinians willing to work there attracted by significantly higher wages. 

This is mainly due to the restrictions on work permits and security controls at checkpoints imposed by 

Israel for West Bank workers. The number of and conditions for issuing work permits often change from 

one year to the next, and the security controls at the checkpoints change even more frequently and 

unpredictably. These restrictions have resulted in more than one third of Palestinians working illegally in 

Israel and, particularly, the settlements.  

Given the high level of unemployment in the West Bank, employment in Israel and the settlements is 

only pushing up wages in domestic sectors with high labor demand, such as construction. While 

restrictions would prevent the equalization of wages across markets, employment in Israel and the 

settlements can theoretically push up wages in the West Bank. However, Agbahey et al (2018) show that 

even a significant increase in the number of West Bank workers in Israel and the settlements (from the 

level in 2011 to the pre-Intifada level in 1999, a 36 percent increase) would only drive up wages in the 

construction sector (by 15 percent). This is because 97% of new workers in Israel would come from the 

unemployment pool, and the increase in domestic labor demand resulting from higher household incomes 

                                                           
7  The difference in geometric means across national government and other monthly wages in 2015 was 41 percent. A 

decomposition analysis showed that 17 points out of 41 cannot be explained by differences in personal attributes and human 

capital endowments between public and private sector employees. The wage premium is even higher in Gaza. 
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would also come from that pool. In construction, however, the labor market is already tight, and so the 

combined effect of some construction workers leaving for Israel and the increase in labor demand would 

result in higher wages, as they would not be enough qualified candidates in the unemployment pool.  

Figure 6. Wages, public vs. private, West Bank, Gaza, Israel and Settlements, 2015 

West Bank Gaza 

 

Source: World Bank (2017) “West Bank Inclusive Diagnostic Note.” Washington, DC: World Bank. 

Figure 7. Structure of employment in the West Bank and Gaza regions during 2010-2015, % 
West Bank Gaza 

   

Source: LFS 2010-2015 from PCBS. 

Note: Employment shares are calculated for population 15+. 

Persistently low levels of employment and labor productivity are constraining economic growth. High 

job informality and low wages in the private sector are manifestations of low labor productivity. Between 

1994 and 2017, the Palestinian economy grew at an annual average rate of 3.6 percent, but only 0.6 

percent in per capita terms. This modest growth performance is the result of two forces acting in opposing 

directions. While demographic change and participation rates contributed positively to growth, negative 

productivity gains and employment rates slowed growth (Figure 8). The 1994-2002 period saw negative 

growth, mainly driven by losses in employment rates and productivity. Demographic change during that 

period was insufficient to compensate for losses in the rest of the components. This trend was reversed 

in the 2002-10 period, with the employment rate playing the most important role, followed by 
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demographic change and productivity. The experience during the most recent period (2010-17) mimics 

that for the entire period (1994-2017). 

Figure 8. Value added per capita growth decomposition, 1994-2017 and subperiods 

 

Source: World Bank (2018a) JobStructures Tool,8 World Bank. 

Beyond growth, the lack of good job opportunities is threatening social stability, particularly in Gaza. 

Job creation is not only important for economic growth, but also for poverty reduction and social stability. 

When employment prospects are dim, creating jobs may lower the risk of violence by helping redress 

community grievances and raising the opportunity cost of joining rebellions or criminal organizations. 

Over the period 2004-2011, labor earnings and a demographic dividend were the key factors behind the 

observed reduction in poverty in the West Bank (World Bank 2017a). In contrast, a weak labor market 

contributed to an increase in income poverty in Gaza over this period. Data from PCBS shows that the 

share of population below the poverty line has increased from 26 percent in 2011 to 29 percent in 2017. 

However, while the poverty rate in the West Bank declined from 18 to 14 percent during that period, it 

increased dramatically from 39 to 53 percent in Gaza.  And one-third of the poor in Gaza are living in deep 

poverty and cannot cover their most basic needs for food, clothing, and housing. 

 

The labor market is performing poorly because the private sector is 
creating few jobs and in the wrong places 

The private sector is creating few jobs. Between 1994 and 2017, 600,000 new jobs were created, mostly 

after 2002 (Figure 9). This is well below what is needed just to keep up with new labor market entrants. 

In 1994, the size of the labor force (LF) was only 478,000 people, but it grew at an annual average rate of 

                                                           
8 The JobStructures Tool is a WB tool that pools WDI data and other country data and decomposes GDP per capita into L-related 
components. 
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4.4 percent in the following 23 years. By 2017, the LF was nearly 1.3 million people. In other words, during 

the 1994-2017 period, the Palestine economy needed to create 821,000 new jobs for new entrants into 

the LF, but the market only created 574,000 jobs, a deficit of 247,000 jobs. In the past 23 years, one in 

every three new workers was never a waged employee. 

The weak demand for labor stems from low private investment, underpinned by low savings and low 

levels of Foreign Direct Investment (FDI). At around 15 percent of GDP, recent private investment levels 

have remained much lower than in other middle-income economies. Over the last decade, yearly FDI 

inflows have stood at around 1 percent of GDP while domestic savings rates remain negative (World Bank, 

2017a).  

Figure 9. Employment creation, 1994-2017 

 

Source: World Bank (2018a) JobStructures Tool, World Bank. 

 

Investment and job creation have been concentrated in low-productivity services. Over the period 1994-

2017, structural change contributed positively, albeit modestly compared to other MENA countries 

(World Bank 2015), to productivity growth (Figure 10).9 This is because the typical productivity-enhancing 

effect of moving labor away from less-productive agricultural activities into more-productive sectors of 

the economy was offset partially by the intersectoral reallocation of labor to low-productivity services. In 

most countries, structural change starts with the movement of labor from agriculture to manufacturing. 

In the PT, some industrialization has been visible since 2010, but the structural change in employment has 

largely involved the movement of labor into services (Figure 10).  

Thus, structural change is not leading to productivity gains. Within-sector labor reallocation from 1994 

to 2017 has actually reduced productivity levels, resulting in an overall negative impact from labor 

reallocation on productivity growth (World Bank 2015). Only one other MENA country, Egypt, experienced 

negative within-sector productivity growth. Since 2010, within-sector productivity gains in industry are 

noteworthy and, to a much lesser extent, also in agriculture, but those gains have been offset by within-

                                                           
9 Labor productivity growth can be decomposed into within-sector change and reallocations “across” sectors or structural 

change. 
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sector productivity losses in services –the sector towards which the reallocation of labor is directed. Retail 

trade is, by far, the sector with the highest rate of job growth (Figure 11).  

Figure 10. Productivity changes: within and between sector effects, 1994-2017 

 

Figure 11. Total employment by sector, 1994-2017 

 

Source: World Bank (2018a) JobStructures Tool, World Bank. 
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These trends mimic a structure of the economy where private-sector activity has lost steam and is 

increasingly focused on low value-added non-tradeable services. The manufacturing sector, a key driver 

of export-led growth, dropped its share of GDP from 19 percent in 1994 to 10 percent (World Bank 2017a). 

The share of agriculture in GDP fell even more sharply, while services lost share relative to GDP but gained 

relative to other private sector activities, particularly in retail and wholesale trade, where most service-

sector activity is concentrated. The loss in private sector activity was mirrored in a gain by public-sector 

services (e.g. health, education, social assistance, policing), which increased its GDP share from 19 to 30 

percent, mainly funded by donors’ budgetary support. The declining share of productive and tradeable 

sectors in the economy is undermining export performance: the share of exports in GDP remained low at 

around 18 percent during the past two decades. 

Allocative inefficiencies are the result of a productive structure centered around small, low-

productivity, and often informal firms geared towards the domestic market. The share of workers in 

micro firms (fewer than 10 workers) remained steady at around 60 percent (Figure 12). Only 25 percent 

of workers are employed in firms with 20 or more employees (medium and large firms)—in fact, only 

about 1 percent of establishments have 20 or more workers. This is important because micro and small 

firms are less productive than medium and large firms, although the differences are not large. Most micro 

and small firms operate in retail and wholesale trade (almost 60 percent) and only serve the domestic 

market. Micro and small firms are also prevalent in non-service sectors and in Gaza. Micro and small firms 

tend to be informal; in the PT, these informal firms employ about 1 in 5 informal workers and are mostly 

subsistence-type activities functioning within an isolated market (World Bank 2014b). The small scale and 

low productivity of most Palestinian firms limit their ability to compete in international markets.10  

Figure 12. Employment shares by firm size, 2010-16 

 

Source: Own calculations based on PCBS (2010, 2014, 2015, and 2016). 

                                                           
10 However, the high degree of informality may impinge on the quality of the firm-level data that underpins this 
analysis. 
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Most micro firms stay small or exit the market, and many exiting firms are new. Only 15 percent of micro 

firms grew between 2007 and 2013—although just 2 percent grew enough to become a small firm (10-19 

employees), while 44 percent exited by 2013 (World Bank 2015). Larger firms have lower exit rates but 

are even less likely to grow than micro firms. New firms (startups) enter the market each year, and in 

greater numbers than exiting firms, but they struggle to survive beyond one year. More generally, 

contrary to the situation in most countries in MENA and elsewhere, young Palestinian firms (up to five 

years old) struggle to stay in the market and grow and contribute little to job creation. In fact, their share 

in employment has declined (Figure 13). 

Israeli-imposed restrictions have generated what is essentially an ‘archipelago’ economy with poor 

economic links between ‘islands.’ Gaza is both geographically and economically disconnected from the 

West Bank. Area C is a contiguous land mass accounting for 61 percent of the Palestinian territory and 

most of its natural resources. Current restrictions preclude Palestinian businesses from investing there 

and severely limit access to fertile land, water, and mineral resources. Areas A and B are scattered around 

Area C and Israeli settlements and operate more like economic islands. Most firms in each region can only 

hope to reach economies of scale within their region.  

 

Such geographic segmentation of economic activity results in allocative inefficiencies. There are large 

productivity gaps between top performing firms and the average firm within most sectors (but particularly 

evident in garments), a source of inefficiency that may indicate lack of competition. This is partly explained 

by the lack of competition between firms within the same sector across regions, as illustrated by the large 

regional differences in productivity: relative to the West Bank, firms in East Jerusalem are 55 percent more 

productive, while Gaza firms are 15 percent less productive (World Bank 2014b).  

 

Figure 13. Employment shares by firm age, 2014-16 

 

Source: Own calculations based on PCBS (2014, 2015, and 2016). 
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Barriers to the movement of goods and factors of production have contributed to local specialization. 

A specialization index (SI) based on regional share of employment per industry relative to the national was 

applied to the Palestinian economy (see Appendix A for all calculations for all governorates and 

industries).11 The SI calculated at the level of governorates was the level of government for which data on 

industry employment was available. Some governorates in the East show strong specialization in crops, 

animals, and hunting (Figure 14 Panel A), while most of the Gaza governorates show significant 

specialization in fishing and aquaculture (Figure 15 Panel B), and some regions in the northwest display 

strong specialization in textiles (Figure 14 Panel C). Other industries show up at various degrees of 

specialization across the country (see Figure 14 Panels D, E, and F). Regions in the PT often present more 

than one industrial specialization (see Appendix B for a full mapping per industry). Some regional 

specialization may reflect inefficiencies arising from the lack of competition. But regional specialization 

also stems from history and tradition and, as discussed later in the report, can be an important source of 

opportunity for job creation. 

 

Regional specialization can be leveraged for job creation through the strengthening of value chains. A 

value chain represents an industry-level aggregation of value added by linking parts of the production 

process, from raw materials to delivered final goods. Regions across the world have focused on 

maximizing that value added. In North Lebanon, local specializations were used by Farole and Konishi 

(2017) to identify viable value chains. Such analysis of value chains is novel in that it maximizes jobs 

outcomes just as much as it seeks value creation. The analysis will highlight bottlenecks along the value 

chain. Policies can focus on the resolving those obstacles do that firms can exploit the opportunities and 

develop strategies to meet new levels of demand. For example, firms may choose to simply hire more 

workers to expand production using the same technology, but they can also choose to invest in newer 

technologies, leading to new hires, upskilling of current workers, or labor substitution. The outcome 

would depend on the relationship between economic unit’s size, the output-labor relationship, and the 

capital-labor ratio. This is the type of analysis that Farole and Konishi (2017) carried out for North Lebanon. 

  

                                                           

11 The Specialization Index was calculated for each governorate and economic activity using 𝑆𝐼𝑖𝑗 =  

𝐿𝑖𝑗
𝐿𝑗

⁄

𝐿𝑖
𝐿⁄

 , where i is industry, j 

is the region, and L stands for employment.  
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Figure 14. Specialization indices for a sample of industries 

A. Crops, animals and hunting     B. Fishing and aquaculture 

  
C. Textiles       D. Pharmaceuticals 

  
E. Construction of buildings     F. Wholesale trade 

 
Source: Own calculations based on PCBS (2017). 

 

Note: Maps were produced using a statistical software (GeoDa) for purely analytical objectives. The boundaries, colors, denominations, and any 

other information shown on maps do not imply, on the part of The World Bank Group, any judgment on the legal status of any territory, or any 

endorsement or acceptance of such boundaries. 
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The main constraints are external, but exacerbated by domestic factors 

The private sector is creating few jobs and doing so in low-productivity activities mainly because of 

external factors. These external factors include (i) Israeli-imposed restrictions on trade, mobility, and 

access to land and other natural resources; and (ii) repeated cycles of conflict. These factors are 

intertwined and generate a vicious cycle. The harmful effects of security restrictions lead to conflict, which 

further deters investment and aggravates the economic, social, and political situation in the PT. Most 

Palestinian businesses cite political instability as the top obstacle to their business operations (World 

Bank, 2014b). As a result, investment tends to be more concentrated in sectors that are more resilient to 

political risk, such as internal trade activities and residential constructions. 

Israeli-imposed restrictions on trade severely limit the prospects for export-led growth. This is 

particularly damaging for a small economy like the PT’s. These restrictions include administrative, 

logistical, and security measures that block or slow trade between the PT and other countries. For 

example, all Palestinian imports and exports suffer from long waits at Israeli-controlled commercial 

crossings (due to limited working hours, long inspections, and pervasive security checks, particularly for 

goods getting in and out of Gaza) and are required to be moved from/to a Palestinian truck to/from an 

Israeli truck (or a Jordanian one if the goods are going through the Allenby bridge). These restrictions 

generate significant transaction costs (Figure 15). Controls over the import of goods that can be used for 

civilian and military purposes (the so-called dual-use items) further impede the development of key 

economic sectors such as agriculture, manufacturing, and ICT, particularly in Gaza. 12  Additionally, 

restrictions on visas for foreign investors discourages foreign investment into productive activities for 

export; the issuance of visas for foreign investors to enter the PT is controlled by the GoI, which has been 

sparing in issuing such travel permits. Lack of easy access to investments discourages potential foreign 

investors from exploring business opportunities in the PT.  

Figure 15. Trade Costs in the Palestinian Territories Compared 

 
Source: World Bank (2017b) “West Bank and Gaza. Prospects for Growth and Jobs. A General Equilibrium Analysis.” 

Restrictions on access to resources, particularly those in Area C, and on movement of goods and people 

within the West Bank are also major limitations to economic activity. Area C represents 61 percent of 

the West Bank and is under Israeli civil and security control. Access to Area C is restricted for most kinds 

                                                           
12 The dual-use list for the West Bank includes six fertilizers, two pesticides, and 23 chemicals in their pure form in addition to 26 
types of materials, machinery, and equipment. Gaza has a more extensive dual-use list that covers many more items including 
reinforcing steel, cement, aggregates, insulating panels, and timber for furniture manufacture, among others. In fact, traders 
report that nearly any item can be deemed “dual use” at the entry to Gaza, even if it has been imported previously by the same 
importer with no special controls.  
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of economic activity by Palestinians. Part of the economic significance of Area C lies in the fact that it is 

the only contiguous territory in the West Bank, while Areas A and B represent 227 isolated islands. 

Restricted access to Area C thus limits the movement of goods and people within the West Bank and 

impedes the development of connective infrastructure. Also, Area C accounts for most of the natural 

resources in the West Bank, including water, a critical resource in any area of the Middle East. Lack of 

access to these resources severely constrains the development of key sectors for the Palestinian economy, 

such as agriculture, stone and mineral processing, cosmetics, construction, tourism, and 

telecommunications. The lack of access to Area C also affects the security situation of large parts of the 

West Bank, where Palestinian policy cannot operate effectively, resulting in a negative impact on 

investment. 

Gaza’s economy has been suffering for years now due to a blockade that was imposed in 2007. After 

the takeover of Gaza by Hamas, the GoI imposed a land, air, and water blockade on the strip prohibiting 

the movement of goods and people from/to it. The blockade had an immediate negative impact on Gaza’s 

economy, which shrank by an annual average of 10 percent between 2006 and 2008, while per capita 

incomes declined by an annual average of 14 percent over the same period. Exports out of Gaza are 

extremely low: the monthly average of truckloads leaving Gaza in 2016 represented 17 percent of what it 

used to be before the blockade, and exports to East Jerusalem and the West Bank are mostly not allowed. 

The GoI allows imports of consumer products and some construction material for donor-supervised 

projects, but the inflow of materials remains much below the needs. Gaza has close to 2 million 

inhabitants that are not allowed to leave the Strip without special exit permits that Israel has been limiting, 

mostly to humanitarian cases. The isolation of Gazans has been exacerbated by additional constraints 

imposed by Egypt on the Rafah crossing. Years of blockade have undermined the living conditions in Gaza 

and fragmented the economic and social fabric of the PT. 

Internal factors further constrain the ability of the Palestinian economy to generate more jobs in 

productive sectors. Business regulations are spatially fragmented and burdensome and create an unequal 

playing field for firms across the PT (World Bank 2014b). The de jure legal and regulatory environment 

and de facto administrative practices and competitive environment for Palestinian firms differ between 

the Gaza Strip, parts of the West Bank under PA security and administrative control (Areas A and B), and 

West Bank areas where security and administration of land and resources are under full Israeli control 

(Area C and East Jerusalem). Delayed land registration reforms in Areas A and B have resulted in a small 

portion of land being registered and titled, preventing real estate from being developed, sold, and 

collateralized. Business elites are able to navigate better through complex and burdensome business 

regulations, while many small firms prefer to be informal.13 Limited competition and contestability of 

markets further renders the state susceptible to capture by vested interests. All this generates an unequal 

playing field for firms across the PT.  

Poor governance also undermines the environment for private-sector development. According to the 

Worldwide Governance Indicators, since 2010 the PT’s governance performance has worsened in key 

areas like rule of law, government effectiveness, control of corruption, and regulatory quality. There are 

major weaknesses in the rule of law, including well-functioning and fair courts and clearly defined and 

enforced property rights. Furthermore, significant distortions arise from an economy dominated by 

                                                           
13 More than half of formal small enterprises cite competition from the informal sector as a severe obstacle to business (World 

Bank, 2014b). 
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consumption of public services, a large and ineffective civil service, an unsustainable public-sector wage 

bill, weak institutions, and lack of transparency and accountability. These distortions are compounded by 

further distortions in the labor market (public-sector wage premium), a non-transparent and archaic legal 

and regulatory framework, and public finances that are neither adequately oriented to inclusive growth 

nor financially sustainable (World Bank 2017b). 

Other key internal constraints are the limited access to finance for startups and small firms and 

inadequate infrastructure. Access to finance does not appear to be a binding constraint for medium and 

large firms, but it is for small firms. Only 4 percent of small firms have loans or lines of credit, and report 

15 percent of loan applications being rejected, with collateral requirements set for them at 200 percent 

of loan value (World Bank 2014b). Inadequate infrastructure in land, energy, water, and transport 

constrains private investment, private sector activity, and social progress. Infrastructure investment, 

operation, and maintenance have become entangled in the dysfunctional intergovernmental fiscal 

transfers between the PA and municipalities, with the result that these critical sectors lack creditworthy 

players who can attract private investment. 

Relaxing Israeli-imposed restrictions would have a large impact on economic growth and job creation. 

The removal of the Israeli restrictions on Area C could bring about a cumulative growth for the West Bank 

economy equal to 33 percent by 2025 (World Bank 2017b) (Figure 16). As for Gaza, lifting the blockade 

would open it up for critical trade needed to rebuild its infrastructure and economy, and could lead to 

additional cumulative growth in the range of 32 percent by 2025. Similarly, relaxing the dual-use list alone 

would bring about additional cumulative growth of 6 percent to the West Bank economy by 2025, with a 

bigger impact of about 11 percent in Gaza. Unemployment rates would also fall significantly following the 

relaxation of Israeli restrictions (Figure 17). 

Relaxing the restrictions on Palestinian employment in Israel would significantly reduce unemployment. 

The relaxation of restrictions Palestinian employment in Israel would reduce the unemployment of 

Palestinians both directly and indirectly through the increase in domestic labor demand resulting from 

higher household incomes. Agbahey et al (2018) estimate that a 36 percent increase in the number of 

West Bank workers in Israel and the settlements (from the level in 2011 to the pre-Intifada level in 1999) 

would reduce the number of unemployed people in the West Bank by 45 percent. About 46 percent of 

those would people who find employment in Israel, mostly low-skill workers, while 54 percent would be 

people who find employment in the domestic labor market, mostly high-skill workers (including women). 

The latter is explained by the higher domestic labor demand resulting from higher household incomes 

(from employment in Israel).  

There is also much to be gained from PA actions, particularly reforms to improve the business climate 

and fiscal reforms. On the business climate front, improving Doing Business indicators and accelerating 

land registration to fully release this factor of production into the economy are key reform areas. On the 

fiscal side, rationalizing employment in the public sector, making tax collection more effective and 

efficient, removing price distortions (notably in energy and water), and providing adequate infrastructure 

are all areas that need improvement. Such reforms would significantly reinforce the positive impact of 

relaxing Israeli restrictions, generating additional cumulative growth in the range of 24 percent for the 

West Bank and 30 percent in Gaza by 2025 (World Bank 2017b) and significant reductions in 

unemployment.  
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Figure 16. Projected GDP to 2025 under various scenarios 

 
Source: World Bank (2017b) “West Bank and Gaza. Prospects for Growth and Jobs. A General Equilibrium Analysis.” 

 

Figure 17. Projected unemployment rate under various scenarios, 2016-25 

 
Source: World Bank (2017b) “West Bank and Gaza. Prospects for Growth and Jobs. A General Equilibrium Analysis.” 

 

Creating more and better jobs for Palestinians 

Any long-term sustainable solution to the jobs challenge in the PT must involve the relaxation of Israeli-

imposed restrictions on economic activity in the Palestinian Territories, particularly trade restrictions… 

This includes restrictions on trade, mobility, and access to land and other natural resources that limit and 

distort economic activity in the PT. Being a small economy, restrictions on trade are particularly damaging. 

Based on its size, income and proximity to large markets such as Israel, Italy and the Gulf States, 

Palestinian exports could be twice their current levels (World Bank 2017c). To start moving toward 

realizing this potential, some key measures, mostly in the hands of or require collaboration with Israeli 

authorities, are needed: reducing the burden of existing restrictions within the Customs Union (especially 

the revision of the special goods and dual-items goods lists and processes), improving trade logistics 

infrastructure and processes through border crossings (e.g. containerization), as well as fostering the 

capacity and transparency of trade-related institutions (World Bank 2017c). Beyond these measures, and 

looking longer term, Israel should also be open to a reformed trade regime with the PT, where the 
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Palestinian Authority (PA) would have effective control over its customs territory. This would allow the 

Palestinian economy to integrate better with the rest of the world, without losing its many ties with Israel. 

…but also restriction on the employment of Palestinians in Israel. The relation of restrictions on 

employment of Palestinians in Israel is by no means a first best solution from a state-building perspective, 

but it would help reduce unemployment and improve household welfare more directly, and thus faster, 

than the relaxation of restrictions on economic activity in the PT. In practice this would mean an increase 

in the number of work permits issued by Israel, but also ensuring the flow of Palestinian workers into 

Israel is stable, predictable, and coordinated with the Palestinian Authority (PA), and the easing of security 

restrictions at checkpoints. 

However, there are opportunities to create more and better jobs in the PT within the limits imposed by 

Israeli restrictions. There is no magic bullet, but this report argues that such opportunities do exist and 

provides policy options to exploit them. The discussion is organized around four policy areas that the PA 

has some control over, while recognizing that even there Israel still plays an important role in many cases.  

5. Boosting technology-based services. The previous analysis showed that the jobs challenge in the 

PT is mainly a labor demand issue. Given the small size of the economy and the restrictions on 

physical trade, the best option to create more and better jobs in the PT is to boost tradable 

services, particularly those based on digital technologies, such as information and communication 

technology (ICT) services, whose global demand is rapidly growing.  Doing so requires 

improvements in business regulations and competition, entrepreneurship financing, skills as well 

as supporting services and infrastructure.  

6. Exploiting local specialization in traditional sectors by strengthening value chains. It will take 

time for technology-based services to deliver quality jobs for a large number of Palestinians, as 

they currently account for a small share of output and employment. This is why parallel efforts 

are needed to bring firms in traditional sectors closer to the production possibility frontier, so 

they can deliver more and better jobs. Some of the above reforms, particularly in business 

regulations and competition, will help. But the PT could also exploit better the potential of the 

existing local specialization in goods and services. This requires identifying and addressing 

constraints through the value chain in the local economies. 

7. Connecting youth to jobs and removing barriers to female employment. The PT’s biggest asset 

is its large talent pool of young people. To tap into this great asset, more and better job 

opportunities need to be created, particularly digital jobs. But dedicated efforts are also needed 

to better connect youth to job opportunities and to remove barriers to female employment. 

8. Building a partnership for job creation. The PA cannot do it alone, nor should it. While the PA has 

regulatory power, it has a very limited fiscal space. The PA needs to reach out to the private sector 

and civil society to create a National Alliance for Jobs to develop and implement solutions within 

an integrated jobs strategy. Development partners should support this partnership and provide 

financial support to the initiatives that come out of it. 

Boosting technology-based services 

Moving toward a technology-based economic model could generate enormous opportunities for 

Palestinian youth.  Technological change is accelerating, as automation of previously unimagined tasks 

and the increasing use of artificial intelligence and digital technologies stand to revolutionize activities in 
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all economic sectors. While automation can be disruptive for workers in occupations that are more 

intensive in routine tasks, new technologies also generate new job opportunities for workers with skills 

that complement technology, including cognitive and socio-emotional skills. Recent work shows that 

countries that invest more in these skills and ensure a supportive environment for firms to do business, 

innovate, and adopt new technology stand to gain the most from technological changes, while those who 

do not risk falling behind (Ridao-Cano and Bodewig 2018).  

But technological change is not exogenous to national policies. Policies that shape opportunities for 

people and firms to thrive also influence the adoption of new technology by firms: competition and labor 

policies, support for firms’ technology adoption, and the skills of the workforce. The small size of the 

economy, the Israeli-imposed restrictions on physical trade, and the large pool of talented youth make 

new technologies particularly beneficial for the PT. This paper argues that job opportunities for Palestinian 

youth would be greatly expanded by embracing and supporting the adoption of new technologies, and by 

undertaking policy reforms to seize the benefits of technological change for all youth.  

Digital technologies provide a great opportunity to boost trade in services in the Palestinian Territories. 

Data-based and technology-enabled services, such as ICT and business services, can get around physical-

transport restrictions and provide the Palestinian economy with a wider market, thus increasing 

employment opportunities. The WTO (2015) points out that in the past 20 years, trade in services has 

become the most dynamic segment of world trade, thanks in large part to new digital technologies. 

Tradable services can be divided into four types : (1) services supplied from one country to another (e.g. 

Palestinian ICT firms and online freelancers providing services to clients in other countries), (2) consumers 

using services in another country (e.g. international tourism), (3) foreign firms setting up operations in 

another country to provide services there (e.g. banking), and (4) individuals travelling to provide services 

in another country (e.g. IT consultants). Although there is room to grow tourism, the most promising form 

of trade in services for the PT are services provided by Palestinian firms and online freelancers to clients 

in other countries. 

Tourism has growth potential in the West Bank, but ongoing conflicts create a hard ceiling. During the 

first half of 2017, nearly 3.3 million tourists visited the West Bank, including 1.4 million international 

visitors (PCBS and MOTA 2017).14 However, the vast majority of those visits were day trips originating 

from Israel—only 260,000 hotel guests stayed in the West Bank. The entire tourism sector represents only 

5 percent of jobs, most of them in food and beverage services. Establishing international tourist circuits 

across the border with Jordan, Lebanon, Egypt, and Israel may be the easiest way to tap into travelers that 

are tempted to go to the Palestinian Territories. Increased cooperation with international tour operators 

and authorities in those countries could help increase the number and spending per capita of visitors. The 

increased use of digital technologies can also help boost the sector. However, it will continue to be hard 

to sell the West Bank as a tourist destination for as long as tourists perceive it to be unsafe. 

The incipient but rapidly growing ICT sector holds the promise. Entrepreneurship culture is growing in 

the PT, with the startup business ecosystem focused on ICT. The tech startup ecosystem is an early stage 

ecosystem, but it is still far from maturity (Mulas et al. 2018). On average, each year, 19 more startups are 

created than in the previous year, resulting in a 34 percent compounded growth rate in startup creation 

since 2009. The growing global demand for ICT services, the digitally-based trading of these services, and 

                                                           
14 These figures exclude the Governorate of Jerusalem. 
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the good talent pool among Palestinian youth make early investors focus on digital entrepreneurs. A few 

high-growth companies, such as the online accommodation booking website ‘Yamsafer,’ are 

demonstrating that this is a potential career path for youth. The growth of this sector is, however, 

constrained by burdensome business regulations, insufficient financing, and inadequate supporting 

services and infrastructure. Options to address those constraints are discussed below. 

Online freelancing also offers a great opportunity for Palestinian youth, particularly in Gaza. Digital 

technologies have enabled large projects awarded to firms in some part of the world to be broken down 

into small parts and tasks, which are outsourced to firms and individuals in other parts of the world. Tasks 

can be complex (e.g. software development, graphic design, media production, content development, 

website design, e-marketing, translation) or simple (e.g. labelling photos or videos, describing products, 

data gathering, answering calls), providing opportunities for high-skill and low-skill youth alike.  The global 

online freelancing business is growing, and there are more than 120 platforms for online freelancing, 

including a small but growing number of platforms serving the Arab world. Social media platforms are also 

an important marketing channels for freelancers. A recent study found a small but growing number of 

online freelancers in the PT, particularly in Gaza (Palestinian Market Development Programme 2016). 

Beyond individual online freelancers, there are also some small outsourcing firms that provide services to 

other countries, such as cloud-based call centers. The study concluded that online freelancing has great 

potential in the PT, particularly in ICT, and identified some key constraints: level of freelancing and 

technical skills, awareness about online freelancing, limited skills training and mentorship opportunities, 

restrictions to online payments, and limited access to high-speed internet (especially in Gaza).  

A Big Bang regulatory reform 

A ‘Big Bang’ regulatory reform is needed to signal to the business community that the Palestinian 

Territories are open for business. Given the external constraints, the PT cannot afford to be ranked 116 

out of 190 countries in the Doing Business (DB) ranking (2019 Doing Business Report). Business regulations 

are a big deterrent to entrepreneurship. In the PT, the process of registering a business is complicated, 

lengthy, and unclear. There is no automated business registration system and lawyers provide 

inconsistent information to entrepreneurs. Registration categories are confusing, and entrepreneurs 

often register their businesses under incorrect categories or choose to register in foreign countries. As a 

result, many businesses choose to operate informally. While there have been some important recent 

reforms, such as the streamlining of municipal business licensing and the registration of business property, 

the reform process has been slow, piecemeal, uncertain, and with limited input from the private sector. 

This approach has done little to gain the trust of the business community regarding the government’s 

regulatory reform efforts. A Big Bang regulatory reform would send a clear signal to the business 

community that the PT are open for business. The following are some guiding principles for this Big Bang 

reform: 

1. It should be broad-ranging but prioritize reforms that particularly support the digital economy. 

For example, the growth of the ICT sector is particularly constrained by burdensome regulations 

to start a business—the PT rank 171 out of 190 countries in this dimension, the worst among all 

DB dimensions. Business entry will be greatly enhanced by the adoption and implementation of 

the new Companies Law. Other key regulatory reform areas for the ICT sector include digital 

payments and telecommunications (discussed below). Although some reforms will be prioritized, 
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it is important to lay out a comprehensive reform agenda at the onset, including clear timelines, 

in order to send a powerful signal to the business community. 

2. It should also include reforms to ensure a level playing field for businesses, particularly the 

adoption and implementation of the draft Competition Law.  

3. It should also harmonize business regulations across the PT.  

4. It should actively involve the private sector. This could be done by reviving the dormant dialogue 

between the private sector and the government. Putting a Big Bang regulatory reform in the 

agenda of the government will most certainly bring businesses to the negotiating table and open 

the door to dialogue around other key topics, such as PPPs for infrastructure and business 

financing. An open dialogue with broad participation from the private sector is also likely to dilute 

some of the influence of business elites and lead to a more leveled playing field.  

There is evidence that this type of reform works; for example, Australia and Japan used Big Bang 

regulatory reforms to deregulate different sectors, while other countries have placed more focus on 

reforms that empower entrepreneurs. A Big Bang regulatory reform implies policy changes of an 

extensive magnitude, so large that the net effect is transformative for the whole economy (Atlantic 

Council 2016).  

Entrepreneurship financing 

More financing needs to be made available to promising startups and small firms. Access to finance does 

not appear to be a binding constraint for medium and large firms, but it is for small firms and startups. 

Financing for startups and SMEs is increasingly available from institutional investors like the Bank of 

Palestine, the IBTIKAR Fund, and the Palestinian Investment Fund. There is also a nascent but active 

ecosystem of venture capital firms (e.g. Ibtikar, Sadara Ventures, Siraj Fund Management Company) and 

angel investors. But all this funding remains limited and hard to access, particularly for startups at an early 

stage. On the other side of the market, financiers often complain about weak demand and the low quality 

of projects. 

Business angel investing has the potential to emerge as an effective form of capital to bridge the equity 

gap for Palestinian early-stage enterprises. Angel investing involves high net worth individuals, typically 

successful entrepreneurs, industrialists, corporate/business executives, and investors investing their own 

capital into startup and early-stage businesses. Angel investors play a key role in bridging the ‘equity gap’ 

between the entrepreneurs’ financial resources (their own funds plus those of friends and family) and 

growth financing from venture capitalists, private equity, or debt finance, and often provide non-capital 

strategic value to entrepreneurs. But angel investment needs to be better organized by supporting the 

development of new angel groups/networks in the PT while potentially linking in regional ecosystems 

and the Palestinian diaspora. Catalytic grants, including donor-funded, could also be provided to startup 

and early-stage enterprises that help stimulate private investment by first-time angels. 

Remittances could be tapped into more effectively to help finance productive investments. According 

to Saad (2015), remittances from outside of the PT come to about US$2.3 billion, making the PT the 

world’s seventh-largest recipient of remittances relative to GDP. Ninety percent of remittances in the PT 

stem from workers’ compensation in Israel. According to Saad (2015), an increase in remittances of US$ 

1 would increase consumption by US$ 0.55, investment by US$ 0.25 and income by US$ 1.23, as the impact 

of remittances on investment could have a multiplier effect through production and jobs. The PT can 
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choose to provide incentives to invest a larger proportion of remittances. Mexico’s 3X1 Program was 

established in 2002 precisely to provide that type of incentive to investment. Although in the case of 

Mexico, the investment was channeled to communal work with higher social return, the approach can be 

adapted to other investments. In Mexico, recipients of remittances in Mexico could choose to use part of 

their funds for social investments (towards a 25 percent of the costs), while the state or municipal 

government would match that amount and the federal government would complete the investment (50 

percent). This may be a model worth exploring for the PT. 

Supporting services for entrepreneurs and online freelancers 

There are quite a few incubators and accelerators available to support startups in the PT, but efforts 

are needed to improve the quality of these services. Incubators and accelerators support startups 

selected through a competitive process by providing: (i) intensive mentorship and networking; (ii) a 

platform for collaborative work among startups through cohort or classes of startups; (iii) office space and 

administrative support; and (iv) small amounts of seed investment. There are about 20 such institutions 

providing support to Palestinian startups, some located in the PT (heavily supported by donor funding) 

and some abroad—a large number for the small size and limited maturity of the entrepreneurship 

ecosystem. A recent report found that many of these incubators and accelerators provide modest quality 

support to entrepreneurs (Mulas et al. 2018). They are not producing the quantity of startups that might 

be expected, and the quality of startups they produce is often not enough for investors to finance these 

projects. A big part of the problem is the low capacity of domestic institutions, which are unable to provide 

quality services and network connections. Going forward, some of the donor funding going into these 

institutions could be used to increase the capacity of their managers and mentors, to attract mentors with 

startup and practical entrepreneurship and business experience (including from abroad), and to better 

connect these institutions with international accelerator programs. 

Support to online freelancing exists but it is limited. There are a few not-for-profit organizations 

providing support to young Palestinians to access digital jobs, particularly online freelancing 

opportunities, including Work without Borders, Gaza Sky Geeks, Gaza Gateway, and Palestinian 

Information Technology Association (PITA). Most of these organizations have some international 

connection and do outsourcing work themselves. Most graduates from these programs end up as 

independent freelancers, employees, or entrepreneurs. Programs are mostly specialized in ICT, including 

coding. Support programs typically include some initial training (technical and business skills), followed by 

incubation support for a specified period that typically includes co-working space, IT support (computer, 

internet), payments, mentorship, and networking. Although the quality of these services tends to be good, 

the number of people benefiting from these programs is very small, and programs are too narrowly 

focused on a few areas and do not always follow best practices. Although some support is financed by the 

organizations themselves, most of the support is financed by donors. 

More public support, including donor funding, is needed to increase the coverage, scope, and quality of 

programs supporting online freelancing. Given the high social returns to investing in this type of jobs in 

the PT, there is a clear case for increasing public support, including donor funding, to attract more service 

providers, increase the coverage of these programs, and expand the types online freelancing skills that 

are supported. One way to go about it is to use public money/donor funding to finance this support from 

existing service providers, focusing on unemployed youth, as in the Gaza Emergency Cash for Work and 

Self-Employment Support Project. Another complementary option is to support the establishment of 
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social enterprises through catalytic grants. Social enterprises are not-for-profit companies that invest 

profits from the regular ‘business arm’ into the ‘social arm’ of the enterprise. In this case, the social arm 

would be support to unemployed youth to become online freelancers. The advantage of this model, 

particularly given the tight fiscal space of the PA, is that public money is only used for the initial 

‘investment,’ while subsequent support to unemployed youth is financed by the private sector, thus 

supporting a sustainable private sector solution to a social challenge. The Digital Jobs Africa initiative, 

supported by the Rockefeller Foundation, has successfully led to the establishment of sustainable social 

enterprises that provide outsourcing services to global clients and support to vulnerable youth.   

Equipping youth with relevant skills for the digital economy 

Educational attainment is high, but the education system does not equip youth with the skills needed 

to succeed in a digital economy. As discussed earlier, there are limited job opportunities in the private 

sector and those tend to be concentrated in low-to-medium skill occupations. But even when high-skill 

job opportunities come up, and despite the large pool of college-educated labor, employers complain 

about how hard it is to find candidates with the right skills, particularly for ICT-related jobs (World Bank, 

2014). Inadequate skills are also perceived to be an impediment to entrepreneurship activity (Palestine 

Economic Policy Research Institute 2013). The skills shortage is explained by three main factors: (1) the 

low levels of foundational cognitive and socio-emotional skills acquired through basic education; (2) the 

mismatch between the fields of study in vocational and higher education that students choose and the 

fields of occupation that are demanded in the labor market (particularly among female students); and (3) 

the inadequate quality of the vocational and higher education programs to equip students with job-

relevant technical skills (including digital skills). 

Ongoing efforts to improve the quality of preschool and basic education need to be accelerated, 

focusing on improving teaching practices. The first objective to equip youth with relevant skills for the 

digital economy is to ensure they all have foundational cognitive and socio-emotional skills. These skills 

are formed through preschool, primary, and secondary education. The quality of teaching has been 

identified as a key driver of student learning in the PT (World Bank 2014c). The government has 

undertaken important reforms in pre- and in-service teacher education as well as in the curriculum; for 

example, the Teacher Education Improvement Project (TEIP) has developed a successful training model 

to improve the competencies, skills, and classroom practices of primary school teachers. With donor 

support, the government could implement this model throughout the PT.  

Making more informed choices about fields of study. A study by the Palestine Economic Policy Research 

Institute found that the choice of field of study is disconnected from labor market considerations and 

mostly based on personal preferences (El-Jafari and Lafi 2004). In the case of women, these preferences 

are also shaped by social norms that dictate that women should work on occupations that are compatible 

with household responsibilities and are safe, such as teaching—55 percent of working college-educated 

women are employed in the education sector, and preferences are constrained by legislation and 

regulations that limit the occupations women have access to (World Bank 2018c). Providing better 

information about the career paths and labor market implications of different fields of study will not 

resolve all these challenges, but it will lead to more informed choices. This information could be provided 

through career counselors in schools and digital platforms and could include the projected demand for 

different skills generated by the Skills Forecasting Model, a new tool developed by UNESCO in partnership 
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with the Palestine Economic Policy Research Institute, the Ministry of Labor, and the Ministry of Education 

and Higher Education.  

Improving the job market relevance of higher education programs. This comes down to improving the 

linkages with the private sector. One way to do that is by expanding initiatives like the ongoing Education 

to Work Transition Project, which supports partnerships between higher education institutions and 

employers to make higher education study programs more relevant to the needs of the labor market. 

Another option is to promote dual study programs, such as the one supported by German Development 

Cooperation (GIZ), where higher education students combine classroom instructions with on-the-job 

training in firms.   

Strengthening the skills training system. Education reforms will take some time to yield results, while 

there is a need to start addressing the skills gap in the short term. Also, new technologies will require 

continuous upgrading of skills. Thus, a strong private sector-led skills training system is needed. The 

current system is very fragmented, including some poor-quality public training and a multiplicity of donor-

funded initiatives, and has weak quality assurance. The Government could focus on building a credible 

quality assurance system and financing (with donor support) of training for vulnerable youth. Otherwise, 

skills training should be demand-driven and privately provided. One way to support this is through skills-

focused Development Impact Bonds (Finance for Jobs Project), which aim to leverage investment into 

skills training by reimbursing (with a return) that investment against the achievement of job targets. 

Another option is to establish a skills training fund (a la Chile Califica), a publicly-funded (with donor 

support) but privately driven autonomous institution to support demand-driven skills training, where 

coalitions of employers and training providers in key sectors like IT would seek support, on a competitive 

basis, to provide on-demand and competency-based training.  

Supporting infrastructure 

Improving the quality of and access to broadband internet. A fast, reliable, and affordable broadband 

internet is required to support the digital economy. Mobile and fixed broadband penetration have been 

growing fast but they are still relatively low: The mobile subscriber penetration stood at 50 percent in 

2017 (63 percent in MENA), while about 40 percent of households had access to broadband internet (45 

percent in MENA). However, the speed and reliability of broadband internet is very low. All fixed 

broadband relies on old technology (copper wires) as opposed to the faster and more reliable fiber optic. 

And 3G mobile networks were only introduced in 2018 (in the West Bank) and suffer from insufficient 

mobile spectrum, while faster and more reliable networks already exist in the market (4G and 5G). 

Addressing the low quality of broadband internet requires, first and foremost, reaching out to Israeli 

authorities to allow the operation of 4G technology and to release more mobile spectrum. But it also 

requires institutional and regulatory reform to improve competition and oversight in the telecom industry. 

The creation of an independent telecom regulator should be a top domestic priority, with the setting up 

of a regulatory framework in line with international best practices.   

Setting up a secure online payment system. The digital economy requires a secure online payment 

system, which is currently underdeveloped in the PT. The Palestine Monetary Authority (PMA) has been 

modernizing the National Payment System (NPS). But these efforts need to be accelerated to expand 

mobile payment methods. A key priority is the establishment of a National Payments Company (NPC) to 

institutionalize the interoperability of all electronic payment modalities. The recently adopted E-
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Transactions Law and Cyber Security Law need to be implemented, including critical regulations 

establishing rules for all participants in the electronic payments system. 

Ensuring a reliable supply of electricity. This requires the finalization of the long-term Power Purchase 

Agreement (PPA) with the Israeli Electricity Company (IEC), which is expected to reduce the overall cost 

of electricity to Palestinian consumers and improve the quality and reliability of power supply. But it also 

requires institutional and regulatory reforms as well as public-private partnerships (PPPs) to address the 

significant investment needs. Key institutional and regulatory reforms that have yet to be fully 

implemented include Palestine Electricity Transmission Limited (PETL)’s role as the bulk provider; the 

consolidation of remaining local distributors into existing or new Distribution Companies (DISCOs) to 

improve the efficiency and quality of service; and strengthening the regulator’s (PERC) ability to monitor 

sector performance, approve tariffs, license and regulate DISCOs, and protect consumer interests. More 

investment in renewable energy is needed, particularly solar PV systems. Despite the potentially high 

returns, private investment in this sector has been limited due to issues related to land ownership, grid 

availability, and off-taker confidence. Public investments in enabling infrastructure services are crucial to 

attract private sector interest in renewable energy, including simplified licensing, securing land titles, site 

preparation, and facilitating grid readiness. 

Exploiting the potential of local specializations 

The Palestinian Territories could do more to exploit local specializations. Spatial fragmentation and trade 

restrictions limit the economies of scale of local firms in traditional sectors. Spatial fragmentation, along 

with other factors, have resulted in some degree of local specialization in certain goods or services. Figure 

15 (and Appendix B) provides a categorization of strong, moderate and above-average specializations in 

each governorate. These local specializations are supported through a value chain of producers and 

service providers. But bottlenecks in the value chains prevent the full realization of the local specialization 

potential in terms of scale, productivity, and job creation. The analyses in Appendices A and B at the 

governorate and the 2-digit industry levels can be used as the basis for identifying value chains that would 

need to be strengthened. The PA could partner with local governments and the private sector to expand 

the analysis to identify local specializations and bottlenecks along the value chain—using existing jobs in 

value chain methodology (see Box 2), and to develop solutions.    

Building partnerships to analyze local value chains and to develop solutions to strengthen them. 

Strengthening local specializations requires, first and foremost, a mapping of the linkages across the value 

chain at the industry and regional levels. It is also important that such mapping be done using a jobs lens 

(see Box 2). A local jobs value chain mapping could use the region-specific specializations identified in this 

report and provide a map of the industry in the region, showing the commercial links and employment 

levels across the value chain. Such mapping would be the basis for identifying bottlenecks that hamper 

further economies of scale in the region-specific industry. To be most effective, this analysis and the 

subsequent development of solutions to strengthen value chains should be done in partnership between 

the PA, local governments, private sector, civil society, and think tanks/universities. 
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Box 2. Jobs in Value Chain Analysis: Overview and Methodology 

Value chains include a range of activities that enable firms to produce and bring a product or service to the 

market. These activities range from the design, production, and marketing of products, to logistics, 

distribution, and support. A given value chain can be said to be global when some of these activities take 

place across national borders. In a Global Value Chain (GVC) a firm, or group of firms, organizes and manages 

a network of activities spread across multiple countries, which is designed to take advantage of specific 

places’ comparative advantage.  

Policymakers in developing countries are increasingly interested in joining GVCs to attract investment, 

increase exports, and create jobs. However, reaping the benefits of GVC integration does not come 

automatically, and the dynamics shaping the emergence and development of GVCs may also represent a 

threat to sustainable, quality employment, particularly for those without portable skills or who face labor 

market segmentation. GVC integration is also likely to have distributional impacts, both through employment 

effects, as well as through effects on wages and working conditions. 

The impacts on jobs can be thought of in four dimensions: (i) the number of jobs; (ii) the returns to jobs, 

including both job-specific wages and upgrading potential; (iii) the distributional impacts of jobs and wage 

effects; and (iv) the working conditions prevalent in GVC-linked jobs. 

Understanding those impacts on jobs requires estimating how investments and other interventions in the 

value chain will impact jobs (level, quality, inclusiveness), including investments at the sector or value chain 

level as well as investments on specific firms in the value chain. The World Bank has developed a Jobs in 

Value Chain Analysis that estimates those impacts employing surveys to firms and producers. The approach 

involves six phases (background research, value chain mapping, structured surveys, semi-structured 

interviews/focus groups, analysis, and reports). The activities in each phase range from selecting a VC, 

developing a sampling strategy, conducting quantitative surveys, implementing qualitative surveys, and 

developing jobs growth scenarios among others (see chart below). 

 

Source: Based on Farole, T., Sanchez Puerta, M. L., Sole Canut, A. and A. Rizvi (2018), “Jobs in Value Chains Survey 

Toolkit.” World Bank, Washington, DC; and Farole, T. (2016), “Do global value chains create jobs?,” IZA World of Labor 

2016: 291. 
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Connecting youth and women to jobs 

The Palestinian Territories’ large youth talent pool represents its biggest asset, but efforts are needed 

to tap into it by connecting youth to jobs and removing barriers to female employment. Palestinian 

young people are well-educated, creative, and tech savvy—they are active on social media and are heavy 

users of mobile phones. But the lack of job opportunities is making youth increasingly frustrated, risking 

the possibility of turning this great asset into a liability. To avoid that, more and better job opportunities 

need to be generated in the private sector, particularly digital jobs—the previous sections provided some 

policy options to do that. But dedicated efforts are also needed to help connect youth to these jobs 

opportunities and to reduce barriers to female employment. Priority policy areas for connecting youth to 

jobs include skill readiness, information, and targeted employment support. Priority policy areas to 

increase access of women to jobs include removing administrative barriers to employment, improving 

safety in the workplace, employment support programs tailored to women’s needs, and increased access 

to child care services (World Bank 2018c).  

Connecting youth to jobs 

Developing digital platforms to help connect youth to job opportunities. Digital platforms can help 

connect youth to job opportunities through job-matching. For example, Souktel has been developing 

mobile solutions to match youth with jobs in many MENA countries, including for the financial sector in 

the PT. Digital platforms can also provide online jobs search assistance, career guidance, and e-learning. 

One example of that is the Palestine Ta3mal Youth Employability Portal, an initiative co-founded by 

Silatech and Microsoft, and Ta3mal. Digital platforms can also be used to connect the self-employed to 

clients. For example, Silatech and the Talal Abu-Ghazaleh Organization (TAG-Org) developed Khadamati, 

a portal that connects craftsmen with customers in the PT. There are also multiple global and regional 

platforms that connect online freelancer to clients, such as Upwork. Some of these platforms specialize in 

low-skill digital tasks (also called microwork), such as Samasource. The government should focus on 

supporting vulnerable youth (in partnership with social enterprises and NGOs) and facilitating private 

sector-led digital platforms to serve the needs of high-skill youth. 

Supporting vulnerable youth. In addition to serving the needs of the general youth population, digital 

platforms can be used to refer vulnerable youth to jobs and employment support services that fit their 

profiles and preferences. This could be complemented by job counselors that use the information from 

the platform to provide advice, work out a plan with job seekers, and follow up with them. Again, given 

the tight fiscal space, the Ministry of Labor (MOL) could consider partnering with social enterprises and 

NGOs to develop such a platform and to provide job counseling services for vulnerable youth. Referral 

services should have adequate capacity and quality to serve the special needs of vulnerable youth. MOL 

is responsible for ensuring quality, but provision of services should be left to the private sector, including 

social enterprises and NGOs. Services can either be financed directly by the government (with donor 

support) or by the social enterprises and NGOs. Good targeting is essential: vulnerable youth includes 

youth that are either unemployed or working informally, but given limited resources, support can focus 

on less educated youth (e.g. high school dropouts) and give preferential access to youth in poor families.  

Focusing on high impact support services for vulnerable youth. It is important to pick support services 

that have a demonstrated high impact on jobs, like online freelancing support, rather than traditional 

vocational training. In Gaza, where job opportunities are very limited and social needs are daunting, cash 
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for work can have a high social impact. There are some cash for work initiatives in Gaza,15 but given the 

rapidly deteriorating situation and the increasing frustration among youth, this support should be 

significantly expanded with the help of donors.  

Increasing access of women to jobs 

Women need dedicated policies to improve their access to jobs. It is not just that female labor force 

participation is dismally low, but also that the unemployment rate among high-educated women (47 

percent) is more than double than that for high-educated men. Women only earn between 68 and 76 

percent of what men, with the same education qualifications and experience, make. The above policy 

options to connect youth to jobs will particularly benefit young women, in some cases disproportionally. 

For example, informing the choice of field study is likely to benefit young women more, given the high 

concentration of female students in education, health, and social studies, and the low concentration in 

science, technology, engineering, and math (STEM) fields, particularly in key STEM fields like ICT studies 

(only 3 percent of students are females). Information would need to be accompanied by awareness-raising 

campaigns to change norms, and the setting of specific targets to increase the participation of female 

students in STEM fields. Likewise, online freelancing support is likely to benefit women more because this 

type of work can be more easily combined with household responsibilities. However, women face 

constraints in the labor market that are specific to them, requiring specific policies. 

Removing administrative barriers to female employment and improving their safety in the workplace. 

There are some laws and regulations that restrict women’s access to jobs, particularly in certain sectors 

and occupations. For example, married women may not be able to get a job without permission from their 

husbands and may not be free to travel to work (or be limited to work in the same district where they 

live); in addition, women are restricted from working during night shifts. Under current regulations, 

parental leave and benefits are restricted to women, which effectively discourages employers from hiring 

them. Labor laws and regulations need to be revised to make them gender neutral and explicitly prohibit 

discrimination in the hiring, promotion, and pay of women versus men. Another priority is to introduce 

legislation and a code of conduct against sexual harassment in the workforce and to allow women to 

prosecute claims in court. All these legislative changes need to be accompanied by strong enforcement 

and awareness raising, including among employers and husbands/fathers. Although not specific to 

women, the removal of existing regulatory barriers to formalize home-based businesses would mainly 

benefit women.  

Employment support tailored to women’s needs.  Online freelancing support programs for vulnerable 

youth can be designed to cater to the needs of young women and ensure that at least 50 percent of 

beneficiaries are females. For example, these programs can focus on online freelancing tasks that are 

adequate to the skill profile of young females. At the same time, skills training programs can be made 

more relevant for women by including social-emotional skills (such as the ability to engage with and 

cooperate with others) and on-the-job training—particularly beneficial for women, as it helps to change 

employers’ perceptions about working women. Employment support could target unemployed young 

female graduates more. This is because (i) compared to men, female graduates are more likely to be 

unemployed than young females with less education; (ii) their education qualifications are more in tune 

                                                           
15 UNRWA’s Job Creation Program, Gaza Emergency Cash for Work and Self-Employment Support Project, Municipal 
Development Program. 
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with the digital economy; and (iii) increasing the employment of female graduates will have a 

demonstration effect on female employment more generally.  

Access to safe transportation and affordable child care. Access to safe and affordable transportation is 

an important consideration for women to work. Female-only minibuses along popular routes after dark 

could be a viable option. Several countries, such as the Arab Republic of Egypt, Japan, and Mexico, provide 

public transportation for women only. Child care, too, is important in increasing the number of women in 

work. Options to increase access to child care services include simplifying the licensing of nurseries; 

enabling community nurseries run by mothers (mothers would receive training and subsidies to provide 

care to children in their homes, as in Colombia’s Hogares Comunitarios); and incentivizing employer-

funded child care (e.g. through subsidized vouchers), particularly in areas where many employers are 

clustered.  

Women are active entrepreneurs in the PT, but the number is still small and they face more constraints 

than their male counterparts. While the number of female employers is still small—1.7 percent of college 

educated women are employers, compared with 4.7 percent of college educated men (World Bank 2018c) 

- over 20 percent of entrepreneurs are women (Mulas et al. 2018). The lower percentage of female 

entrepreneurs (compared to men) is partly due to the lower share of women with education degrees 

relevant to entrepreneurship, including STEM and business, but female entrepreneurs also face more 

constraints than their male counterparts. Current female entrepreneurs tend to have less management 

experience and to be less educated than male entrepreneurs (Mulas et al. 2018), and women tend to have 

less access to credit than men.  

Supporting female entrepreneurship. One successful example is Gaza Sky Geeks, a seed accelerator that 

was founded in 2011 to provide mentorship and support to start-ups in Gaza, particularly female-led 

startups. About half of the founders of the startup companies that Gaza Sky Geeks mentors are women, 

but the goal is to reach 80 percent (Stuart 2016). Moreover, the organization has been supporting efforts 

to introduce young women to coding and web development skills. Another promising example is a joint 

project by the Bank of Palestine and the International Finance Cooperation (IFC) to boost access to finance 

for women entrepreneurs and advance the potential of women-led businesses. The ‘Mini MBA program,’ 

a six-month course that started in October 2015, aims to develop the business and leadership skills of 

established women entrepreneurs and offers a range of financial products for women, from collateral-

free and gold loans to financial literacy programs and online knowledge toolkits. 

Social enterprises and community networks can promote teleworking and home-based work for 

mothers. In Malaysia, eHomemakers is a community network set up for women who wish to balance work 

life and home responsibilities, by providing its online members with a platform to generate income and 

cultivate entrepreneurship though home-based ICT activities. Examples of such projects include selling 

online hand-made baskets from recycled paper. In 2010, it had 17,000 members, of which 70 percent are 

women. It also provides training for women on the use of ICT to set-up tele-trading sites from home 

(World Bank, June 2017).  A similar program could be tested among Palestinian women to determine its 

success as an employment mechanism. 

Communication efforts are also needed to change norms that restrict women’s access to the labor 

market.  The most powerful way to change perceptions (of men, women, and employers) about women’s 

participation in the labor force is to get more women into the labor force. The above policy options can 

help with that. But these policies need to be complemented by media campaigns. The PA could set and 
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communicate clear targets for female employment as well as legislative changes and programs to support 

these targets. This could be accompanied by targeted campaigns to gradually change “hearts and minds.” 

In Spain, a national campaign called ”Being a Mother Is a Plus” gained significant traction among the 

public. It highlighted the story of a hard-working and highly ambitious mother named Laura, who has the 

resumé needed to successfully rise to a managerial position, but still faces significant challenges as she 

reattempts to enter the labor market: employers are reluctant to hire her because of her care 

responsibilities at home.  

Building a partnership for job creation 

A partnership between government, private sector, and civil society is needed to develop solutions to 

create more and better jobs. The jobs challenge in the PT is daunting. Any long-term sustainable solution 

must involve the removal of Israeli-imposed restrictions, but this report shows that there are good 

opportunities to create more and better jobs within the limits of those restrictions. It also provides policy 

options to exploit those opportunities, building on the wealth of knowledge on what has worked and what 

has not in the PT and focusing on practical solutions to address the jobs challenge in a more integrated 

way. But the PA cannot do it alone, nor should it. While the PA has regulatory power, it has a very limited 

fiscal space. The PA needs to reach out to the private sector and civil society (including knowledge 

institutions) to create a National Alliance for Jobs to develop and implement solutions within an integrated 

National Jobs Strategy. International evidence shows that countries where governments actively engaged 

with the private sector and civil society around a comprehensive jobs strategy were able to successfully 

develop and implement comprehensive jobs strategies that ultimately resulted in more and better jobs 

(Box 3). 

Development partners should support this partnership and provide financial support to the initiatives 

that come out of it. For example, the World Bank, in partnership with local think tanks and development 

partners, has supported some of these efforts by helping to convene stakeholders, inform the dialogue 

with relevant knowledge, and frame jobs strategies as well as by providing technical assistance and 

capacity building (Box 3). The World Bank, and other development partners, should also provide financial 

support to the implementation of a national jobs strategy. Development partners have supported many 

job-related initiatives over the years. Some of these initiatives have had limited success, leading to some 

donor fatigue. But there are also many successful initiatives. This report builds on these experiences. The 

report also argues that, to be successful, these initiatives should be part of an integral plan to address the 

jobs challenge, a plan that should come out of the National Alliance for Jobs. 

This report aims to inform the work of the National Alliance for Jobs to develop and implement a 

National Jobs Strategy for a by Palestinians. It does so by (i) providing a diagnostic of the jobs challenge, 

so as to help the stakeholders in the National Alliance for Jobs reach out an agreement about the problem; 

and (ii) identifying key policy options to address it that are fully or partially under the control of 

Palestinians. Some of these options can be implemented in the short run, other would require more time 

(see Table 2). The purpose of these recommendations is not to be prescriptive or to preempt the work of 

the National Alliance for Jobs but rather to inform this work. 
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Box 3. National platforms for job creation 

In the late 1980s, Ireland was experiencing high unemployment, low productivity, and conflictive 

industrial relations. The government revamped the social partnership with businesses and unions to reach 

consensus on broad job reforms that included pro-business reforms to ease business regulations, boost 

trade and foreign investment, and moderate wage increases, but also added pro-worker reforms to 

reduce personal income tax rates and expand skills development. As a result, unit labor costs fell, 

productivity rose faster than wages, and unemployment dropped significantly. South Korea faced similar 

challenges in the late 1990s. The government worked with business and unions on a grand bargain that 

included pro-business reforms to reduce hiring and firing costs and moderate wage increases, but also 

implemented pro-worker reforms to increase business compliance with the minimum wage, expand skills 

development, and introduce unemployment insurance. 

The World Bank has spearheaded similar efforts in developing countries like the Philippines and Indonesia. 

In the Philippines, the new Aquino administration laid out an ambitious jobs reform agenda and reached 

out to businesses, unions, and civil society to build consensus around it. The World Bank informed the 

jobs strategy with a comprehensive diagnostic of the situation and key policy recommendations. It also 

used its convening power to help build consensus among stakeholders. In Indonesia, the World Bank 

worked with the new Jokowi administration to develop a comprehensive jobs strategy (through studies, 

hands-on technical support, and capacity building) and to build consensus around it. Although the strategy 

is still in the making, significant progress has been made in areas like minimum wages and skills 

development, and a healthy dialogue with stakeholders has been created through the Employment Policy 

Forum. 
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Table 2: Policy options to create more and better jobs for and by Palestinians 

POLICY AREAS CHALLENGES SHORT-TERM POLICY 
OPTIONS 

MEDIUM- AND LONG-
TERM POLICY OPTIONS 

BOOSTING TECHNOLOGY-
BASED SERVICES 

Burdensome (particularly for 
startups) and  fragmented 
business regulations; lack of 
level-playing field 

Adoption and implementation 
of the Companies Law and the 
Competition Law 
 
Set up a forum with the 
private sector to discuss, agree 
and review the 
implementation of a Big Bang 
regulatory reform program 
 

Implement the Big Bang 
regulatory reform program 
 
Harmonization of business 
regulations across the PT 

Limited access to finance for 
startups and small firms 
 

Develop a framework to 
increase the access of 
entrepreneurs and small 
companies to finance 
 
Support the development of 
angel networks in the PT with 
links with regional ecosystems 

Catalytic grants for startup and 
early-stage enterprises to 
leverage first-time angels 
 
Introduce incentives to channel 
some remittances into 
productive investments 

Inadequate supporting 
services for ICT 
entrepreneurs and online 
freelancers 
 

Increase the capacity of 
managers and mentors in 
existing incubators; attract 
experienced mentors; 
connect incubators with 
international peers   
 
Use public money/donor 
funding to purchase online 
freelancing support for 
unemployed youth from 
existing providers (particularly 
in Gaza) 

Facilitate entry of new quality 
incubators/accelerators 
 
Facilitate entry of new providers 
of online freelancing support 
 
Support the establishment of 
social enterprises that provide 
online freelancing support to 
vulnerable youth  

Inadequate skills for the 
digital economy 
 
 

Use digital platforms and 
career counselors to provide 
better information to high 
school students (especially 
female students) about career 
paths, including STEM fields  
 
Scale up ongoing initiatives 
that promote partnerships 
between higher education 
institutions and employers to 
make the curriculum of study 
programs more relevant for 
the labor market and to 
combine classroom 
instructions with on-the-job 
training in firms (dual study 
programs) 
 
Scale up ongoing initiatives to 
leverage private investment in 
digital skills training through 
Development Impact Bonds 

Accelerate efforts to improve 
teaching practices in preschool 
and basic education  
 
Strengthen quality assurance 
system for skills training 
 
Consider establishing a skills 
training fund to support 
demand-driven and 
competency-based skills 
training, particularly digital skills 
 
 

Inadequate supporting 
infrastructure for the digital 
economy  

• Broadband internet 
 
 
 

 
 
 
Creation of an independent 
telecom regulator 
 
 

 
 
 
Regulatory reform to improve 
competition and oversight in the 
telecom industry 
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POLICY AREAS CHALLENGES SHORT-TERM POLICY 
OPTIONS 

MEDIUM- AND LONG-
TERM POLICY OPTIONS 

• Online payment system Establishment of a National 
Payments Company (NPC); 
implementation of the E-
Transactions Law and Cyber 
Security Law 

Expand mobile payment 
methods 

EXPLOITING LOCAL 
SPECIALIZATION IN 
TRADITIONAL SECTORS  

The potential of existing 
local specialization in goods 
and services is not well 
exploited due to constraints 
in the value chains to 
produce them 
 
 

Identify key value chains in 
selected local economies  
 
Conduct value chain (VC) 
analysis to identify key 
constraints and options and 
options to address them.  

Implement solutions to 
constraints identified through 
the VC analysis, e.g. investment 
in producer organizations; 
technical and financial assistance 
to improve product quality/ 
productivity; expand access to 
finance through risk sharing 
facilities, connect; smallholder 
producers to buyers in value 
chains; investment in logistics 

CONNECTING YOUTH TO 
JOBS AND REMOVING 
BARRIERS TO FEMALE 
EMPLOYMENT 

Limited knowledge about job 
opportunities and 
employment support 
services 

Develop a digital platform to 
refer vulnerable youth to jobs 
and employment support 
services 
 
Develop plan to strengthen 
Ministry of Labor job 
counselors to provide advice 
to job seekers (based on the 
referral recommendations 
from the digital platform), as 
well as to work out a plan and 
follow up with job seekers  

Implement plans to strengthen 
job counselors 
 
Facilitate facilitating private 
sector-led digital platforms to 
serve the needs of high-skill 
youth 

Inadequate support to 
vulnerable youth, including 
young females 

Use public money/donor 
funding to purchase high 
impact support services for 
vulnerable youth, especially 
online freelancing support and 
cash-for-work opportunities in 
Gaza, and ensuring that at 
least half of the beneficiaries 
are women 

Expand the supply of high 
impact support services for 
vulnerable youth; tailor these 
programs to the needs of 
women (e.g. socio-emotional 
and on-the-job skills training) 
and target them 

Barriers to female 
employment, particularly 
legislation that limits 
women’s choices in careers, 
sectors, and occupations; 
sexual harassment in the 
workplace 

Make Minister of Labor-level 
regulations and directives 
gender neutral 
 
 
 
 
Removal existing regulatory 
barriers to formalize home-
based businesses 
 
 
 
Introduce and enforce Code of 
Conduct against sexual 
harassment in the workplace 

Revise Labor Law and 
regulations to make them 
gender neutral and to explicitly 
prohibit discrimination in the 
hiring, promotion, and pay of 
women versus men 
 
Support establishment of social 
enterprises and community 
networks that promote 
teleworking and working from 
home 
 
Introduce legislation against 
sexual harassment in the 
workplace, including to allow 
women to prosecute claims in 
court 

Limited access to safe 
transportation and 
affordable child care 

Introduce Code of Conduct for 
women to feel safe to use 
public transportation 
 
Simplify the licensing of 
nurseries 
 

Consider public transportation 
for women only 
 
Incentivize employer-funded 
child care (e.g. through 
subsidized vouchers), 
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POLICY AREAS CHALLENGES SHORT-TERM POLICY 
OPTIONS 

MEDIUM- AND LONG-
TERM POLICY OPTIONS 

Enable community nurseries 
run by mothers 

particularly in areas where many 
employers are clustered 
 

Female entrepreneurs face 
more constraints than their 
male counterparts in terms 
of access to finance, skills 
and experience 

Scale up ongoing initiatives to 
provide dedicated support to 
female-led startups, e.g. Gaza 
Sky Geeks, Bank of Palestine’s 
Mini MBA program, Business 
Women’s Forum 

 

Social norms restrict 
women’s access to the labor 
market 
 

Set and communicate clear 
targets for female employment 
as well as legislative reforms 
and programs to support these 
targets 
 
A targeted communication 
campaign (using, for example, 
role models) to gradually 
change perceptions about 
women’s work 

Awareness raising, including 
among employers and 
husbands/fathers, about 
legislative reforms to remove 
barriers to female employment 

BUILDING A PARTNERSHIP 
FOR JOB CREATION 

The jobs challenge in the PT 
is daunting  
 
The PA has some regulatory 
power but a very limited 
fiscal space 
 
Limited collaboration 
between the PA, businesses 
and civil society 
 
Donor ‘fatigue’ and declining 
support 
 
 

Set up a National Alliance for 
Jobs (NA4J), a partnership 
between the PA, businesses 
and civil society for job 
creation 

• Agree on the diagnostic of 
the jobs challenge 

• Identify priorities and 
sequence of reforms to 
create more and better jobs 
(National Jobs Strategy, NJS) 

• Communicate the NJS to the 
public 

 
Development partners support 
the establishment of the NA4 
and the development of the 
NJS, and commit financial 
resources to its 
implementation 

Implementation and review of 
the NJS (and communication of 
progress to the public) 
 
Development partners provide 
financial support to the 
implementation of the NJS 
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Appendix A: Specialization indices by economic activity 

 

  

Jenin Tubas Tulkarem Nablus Qalqilia Salfeet Ramallah Jericho Jerosalem Bethlahim Hebron GS-North Gaza CityDeir AlBalahKhan Younis Rafah

Crop, animal and hunting 1.679342 3.362266 1.257995 0.655296 1.21414 0.458296 0.357553 2.734247 0.092867 0.462537 0.855683 0.675241 0.17823 0.70792 1.3569472 1.168511366

Forestry and logging 0 0 10.55587 0 0 8.449427 0 0 0 0 0 0 0 0 0 0

Fishing and acquaculture 0 0 0 0 0 0 0.522363 0 0 0 0 2.480981 5.931445 3.102679 0.5061485 2.312875068

Mining of coal and lignite 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Extraction of crude petroleum and natural gas 0 0 0 0 0 25.34828 0 0 0 0 0 0 0 0 0 0

Mining of metal ores 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Other mining and quarrying 0.429926 0.243839 0.457624 1.16531 0.44632 1.758262 3.091907 0 1.945868 0.352919 2.807129 0.550692 0.137143 0.573906 0.2808685 0.10695376

Minning support service activities 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Manufacturing of food products 0.850113 1.551659 1.579431 1.582151 2.118074 0.695339 1.062964 0.561185 1.713957 0.837411 0.74226 0.653346 0.872706 0.767545 0.3837136 0.346066095

Manufacture of beverages 0.604693 0 1.544761 0 0.470814 0 0.815396 10.19323 6.84218 0.744572 0.382088 1.161825 0.578678 0 0 0

Manufacture of tobacco 5.784893 0 2.814898 3.425859 0.428964 0.281648 0 0.357199 0.623399 0 0 0 0 0 0 0

Manufacture of textiles 1.470735 0.714984 2.415325 1.205974 1.635878 1.718528 1.133263 0.544879 1.42642 0 1.327592 0.269123 0.402132 0.673123 0 0.940830536

Manufacture of wearing apparel 0.853572 0.396095 0.991161 1.596012 1.812522 1.269397 1.255634 0.603716 1.00973 1.146571 1.532237 0.869702 0.686897 0.435055 0.2788173 0.347474189

Manufacture of leather 0 0 0 0.506784 0 0 0.142869 0 0 0 7.297219 0 0.202784 0 0 0

Manufacture of wood and cork, except furniture 0 0 0.706866 0.105882 0.344703 0.452648 0 0.287035 0.751418 6.950447 0.769292 0.283541 1.800617 1.950255 0.4338416 0.495616086

Manufacture of paper 0.413207 0 1.58338 1.581166 3.217226 0 1.114375 1.071596 6.545685 0 1.044373 0 1.186289 0 0 0

Printing and reproduction of recorded media 0.885443 0 0.848239 1.270579 0 0 2.686439 1.148138 4.007562 1.090266 0.699357 0.567081 1.694698 0.354592 0.2892277 0.991232172

Manufacture of coke and refined petroleum 6.611306 0 0 1.581166 3.860672 0 0 0 0 1.017582 0.522186 0 0 0 0 0

Manufacture of chemicals 0 0 0.989613 1.235286 1.20646 6.865159 0.696484 2.678989 0 1.907966 0 0.330797 1.482861 0.827381 1.012297 0

Manufacture of pharmaceuticals 0 0 2.065278 3.093585 0.839276 0 6.540896 0 0 1.990921 0.340556 0 0 0 0 0

Manufacture of rubber and plastics 0.185018 0 0.236325 1.946958 0.432165 3.783326 1.247435 0.479819 0.418701 0.68345 3.214953 0.592473 0.177058 0.148188 0.2417426 0

Manufacture of other non-metallic minerals 1.485846 0.325049 0.488028 1.096527 0.661074 0.47745 0.114491 0.440382 0.720538 3.920478 1.783838 0.543777 0.670334 0.306018 0.5269491 0.348515421

Manufacture of basic metals 0 1.037313 0 1.360839 0.316448 4.986547 6.850665 1.054028 3.679074 0 0.385219 0 0 0 0 0

Manufacture of metal products, except machinery 0.688678 0.737787 1.531252 1.342039 2.621444 1.19961 0.378337 1.984436 0.115444 0.942205 1.305466 0.849455 0.927551 0.24515 0.3665932 0.609152281

Manufacture of computer, electronic and optical 0 0 0 0 0 0 0 0 0 7.631863 0 7.939139 0 0 0 0

Manufacture of electrical equipment 0 0 0 0 1.80969 0 6.790722 0 0 1.907966 1.223874 0.496196 0.741431 1.241071 0.5061485 0.578218767

Manufacture of machinery and equipment 0 5.27301 1.979225 1.482343 0 0 0 4.018483 3.506617 1.907966 0.979099 0 0 0 0 0

Manufacture of motor vehicles 0 0 0 9.486993 3.860672 0 0 0 0 0 0 0 0 0 0 0

Manufacture of other transport equipment 0 0 15.8338 0 0 0 0 0 0 0 0 0 0 0 0 0

Manufacture of furniture 0.709008 0.194576 0.584273 2.100441 1.673907 4.115588 0.9869 0.118627 0.724615 1.013827 1.257294 0.556619 0.941152 0.293094 0.2091832 0.238968642

Other manufacturing 0 0 0 0.359356 4.094652 0.76813 4.052272 0 0.850089 1.387611 2.136217 0.48116 0 0 0.9816214 0

Repair and installation of machinery and equipment 1.304863 0.555054 0.833358 0 1.523949 0 0.87977 1.691993 1.47647 0.401677 0.824505 2.089247 2.185269 0.522556 1.278691 0.486921067

Electricity, gas, steam and air conditioning 0.953554 0.270411 0 1.064246 0 0.649956 0.857211 1.648609 1.078959 2.348266 0.10042 1.832109 0.456265 2.800366 1.4535547 1.897743646

Water collection, treatment and supply 0 0 0.376995 0.564702 0 0 1.193973 0 0.667927 0.363422 0 3.024434 2.259598 1.418367 2.3138218 3.964928688

Sewarage 2.066033 0 0 0 0 0 0 16.07393 4.675489 0 1.305466 0 0 0 0 0

Waste collection, treatment and disposal 0.659372 0 0.842223 0.126157 1.642839 0 0.177826 1.025996 0.596871 0 1.166586 3.378357 1.009608 0.422492 1.7230588 2.95260647

Remediation activ. and other waste management 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Construction of buildings 1.361455 0.506735 0.899142 1.147023 0.921502 1.819065 1.288224 0.611863 2.188217 1.566854 1.637433 0.431017 0.370137 0.309784 0.2476259 0.334843692

Civil engineering 1.735468 0.984295 1.161145 0.790583 1.158201 1.520897 1.448687 0 0.561059 0.712307 0.208875 1.058552 0.158172 0.661905 1.7276536 2.83712675

Specialised construction 0.949212 0.881745 1.192778 1.14857 2.00544 1.353447 1.279963 0.133062 1.927478 1.320413 1.322757 0.690074 0.471373 0.24657 0.5229084 0.359950756

Wholesale and retail trade and repair of motor vehicles 1.167642 0.898113 1.205412 1.53016 0.896672 0.39249 1.294113 0.414811 1.62888 1.004452 1.091538 0.594155 0.994952 0.512442 1.1285479 0.477496788

Wholesale trade, except motor vehicles 0.825334 1.156483 1.653661 1.470732 0.604805 0.463285 1.025632 1.342992 1.501528 1.03618 1.186167 0.621865 1.130536 0.725849 0.6766267 0.217398179

Retail trade except for motor vehicles 1.111424 0.515294 0.90511 1.018232 1.048498 0.75155 0.796926 0.73202 1.117859 0.963034 1.103577 1.03947 1.283083 0.777142 1.1294699 1.149854398

Land transport and transport via pipelines 0.876762 0.723746 0.87596 1.112795 0.865136 0.745538 0.819393 0.7204 1.493013 0.652022 0.921505 1.445501 1.387327 0.973389 1.1682532 1.06249723

Water transport 0 0 0 0 0 0 0 0 0 0 0 0 11.86289 0 0 0

Air transport 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Warehousing and support activ for transportation 0 0 0.102154 0.076508 0.622689 0.981224 0 0 0.361973 0.196951 0.101068 1.741488 2.449113 1.152995 2.8213698 6.08808405

Postal and courier activities 0 0 0.75399 0.564702 0 0 7.163839 0 1.335854 0 0.74598 1.512217 #VALUE! 0.945578 1.5425479 1.762190528

Accomodation 0.321979 0 0 0.616039 0.250693 1.316794 2.17086 7.932591 4.73621 2.775223 0.610348 0 0.46219 0 0.2103474 0

Food and beverage services 0.987609 1.071986 1.457232 0.94479 0.928046 0.348191 1.12509 1.368934 1.040425 1.257999 0.839228 0.52346 1.368795 1.118328 0.8009383 0.838734915

Publishing activities 0 0 0 3.557622 0.965168 1.267414 0.835781 1.607393 1.402647 0 0 3.175655 1.779433 0 0.8098376 0.925150027

Motion picture, video & TV prog., sound & music 0 0 1.979225 0 0 0 0 0 0 1.907966 0 1.984785 4.448583 4.964286 0 0

Broadcasting 0.35931 0.611363 0.458951 1.203061 0 0.367366 1.695788 0.931822 0 0.442427 1.021669 2.991559 1.719259 2.302277 0.9389422 0

Telecommunications 0.309905 1.054602 1.319483 1.778811 0.643445 0.633707 2.64664 0 0.233774 1.017582 1.044373 0.926233 1.779433 0.330952 0.2699459 0.462575014

Computer programming 1.770886 2.259861 3.95845 2.541159 0.689406 0.905296 1.79096 0 0 0 0 0.567081 0.423675 0 0 0.660821448

Information service activities 0 0 4.318309 0 0 0 4.558806 0 0 0 0 1.44348 2.156889 3.61039 0 0

Financial service activities except insurance and pension 0.761778 0.824828 0.353828 1.258749 0.75488 2.6906 3.641951 1.975567 0.783602 1.108539 0.30631 0.532233 0.927824 0.554669 0.7238772 0.413474873

Insurance, reinsurance and pension except social security 0.317851 1.081643 0 1.824422 0.989916 2.599824 3.428846 1.648609 0.719306 1.956888 1.004204 0.814271 0.304177 0 0 0

Auxiliary to financial services 1.106803 0 1.413732 1.270579 0.689406 0 2.089453 0 0.500945 1.635399 0.559485 0.283541 1.906536 0 2.3138218 0.660821448

Real estate 1.430331 0 1.522481 0.684158 0 0.487467 3.214543 3.709369 1.618439 0 0.301261 0.916054 1.140662 0 2.1803321 0.355826934

Legal and accounting services 1.347413 0.305682 0.573688 0.945262 1.119035 0.734733 2.180299 1.397733 0.609846 1.990921 0.90815 0.46024 0.687704 0.863354 0.9389422 0.804478285

Head officies and management consultancy 0 0 0 0 0 0 0 32.14787 0 0 0 0 #VALUE! 0 0 0

Architectural and engineering activities 0.898275 0.917045 1.376852 3.781048 0.559518 0.367366 1.695788 0.931822 0 1.327281 0.567594 0 0.515778 0 1.1736777 0.536318856

Scientific research and development 1.549525 0 0 1.482343 0 0 4.178906 0 3.506617 1.907966 1.958199 0 #VALUE! 0 0 0

Advertising and market research 0 0 0.452394 0.338821 1.103049 1.448473 6.686249 0 0 0 0.223794 0.90733 2.033638 1.702041 0 1.585971475

Other profesional, scientific and technical activities 1.936906 0.329563 0.247403 0.741171 0 0 3.134179 0 1.314981 1.907966 0.979099 0.248098 1.297503 0.930804 1.2653713 0.289109384

Veterinary activities 0 0 0 0 0 0 5.571874 0 0 0 0 0 #VALUE! 0 0 12.3353337

Rental and leasing activities 0 0 0 1.923039 1.565137 0 1.807094 0 0 0.412533 0 1.287428 2.24433 2.683398 2.1887504 1.500243287

Employment activities 0 0 0 0 0 0 1.519602 0 0 0 0.712072 2.886959 3.235333 3.61039 1.4724321 1.682090959

Travel agency, tour operator, reserv services 0.885443 0 2.261971 0 0.689406 0 1.193973 2.296276 0 4.361065 1.118971 0.567081 #VALUE! 0 1.7353664 0.660821448

Security and investigation activities 0 0 0 3.773236 0 2.304389 4.558806 2.922533 1.275133 1.387611 0.712072 0 #VALUE! 0 0 0

Services to buildings and landscape 0 0.907185 2.894351 2.167727 1.245378 0.545124 1.797379 1.037028 4.826312 1.148883 0.252671 0 0.765348 0 0.3483173 0

Office administrative and support 0.774762 0 1.979225 2.223514 3.61938 0 4.178906 0 1.753309 0 0 0.992392 0.741431 0 0 0

Public administration and defence; social security 0.702832 0.832122 0.755594 0.750801 0.556345 1.083874 0.983272 1.298674 0.271715 0.551701 0.408941 1.744247 1.661869 1.970234 1.4501699 1.577978549

Education 0.841452 0.889497 0.933014 0.770715 0.546427 0.893267 0.844955 0.70573 0.664454 0.921467 0.895952 1.39428 1.154764 1.950153 1.2257508 1.341494263

Human health activities 0.399487 0.638529 0.664896 0.71801 0.414721 0.816888 0.816193 0.376733 0.575304 1.52041 0.772571 1.44207 1.55237 1.764648 1.5026284 1.825002983

Residential care activities 0 0 0.659742 0 0.804307 0 1.392969 0 3.506617 4.45192 0.979099 0 3.460009 0 0 0

Social work activities 0.178363 0.910448 0.911298 0.682517 0.416619 1.641256 2.044357 0.462559 0.605459 0.439244 1.352425 0.913858 1.024134 1.714286 0.8156638 1.863611566

Creative, art and entretainment activities 1.199632 0 0.510768 0 0 4.088432 0.539214 0 1.809867 5.908539 0.252671 0.512202 1.530695 0 0.5224759 0

Libraries, archives, museums and other cultural activities 0 0 0 0 12.86891 0 3.714583 0 0 0 0.87031 0 0 0 0 0

Gambling and betting activities 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Sports activities; amusement and recreation 0.723866 0.615826 3.467256 1.384962 0.704502 0.555072 0.976095 0 2.457192 0.334242 0.628911 0.811299 0.692723 1.014599 0.5911224 1.350583981

Activities of membership organisations 0.567765 0.483024 0.805791 0.663848 0.392944 0.451496 0.510401 0.818012 0.142763 0.621424 0.657716 1.939332 1.962055 1.465285 2.2667211 1.836175627

Repair of computers and personal and household goods 0.981366 0.175767 0.725716 0.395291 1.849905 0.211236 1.044726 0.267899 0.701323 0.381593 0.456913 0.992392 2.520864 1.075595 2.2270535 1.541916712

Other personal services 0.876745 0.870202 0.93323 1.001819 1.327343 1.145404 1.970407 0.56843 0.826707 1.169519 0.66171 0.748681 0.908944 0.819253 1.0819049 1.345011827

Domestic personnel 0 1.506574 4.523943 0.423526 0.689406 2.715887 0 0 0 1.090266 0.279743 1.134163 1.694698 1.418367 1.1569109 0

Undifferentiated goods; private household for own use 6.198099 0 0 0 0 0 0 0 0 7.631863 0 0 0 0 0 0

Activities of extraterritorial organisations 0.267819 0.130198 1.172874 0.622218 0.238313 0.938825 0.567506 0.396887 0.952415 0.188441 0.265928 1.764253 2.270059 3.799824 1.5996793 1.427700659
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Appendix B: Mapping Specialization 
Figure B1. Specialization index in crops, animals and hunting 

  

Source: Own calculations based on PCBS (2017) 

 

Figure B2. Specialization index in forestry and logging 

 

Source: Own calculations based on PCBS (2017) 
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Figure B3. Specialization index in fishing and aquaculture 

 

Source: Own calculations based on PCBS (2017) 

 

Figure B4. Specialization index for extraction of crude petroleum and natural gas 

 

Source: Own calculations based on PCBS (2017) 

 



 

-55- 
 

Figure B5. Specialization index for other mining and quarrying 

 

Source: Own calculations based on PCBS (2017) 

 

Figure B6. Specialization index for manufacturing of food products 

 

Source: Own calculations based on PCBS (2017) 

 



 

-56- 
 

Figure B7. Specialization index for manufacturing of beverages 

  

Source: Own calculations based on PCBS (2017) 

 

Figure B8. Specialization index for manufacturing of tobacco 

  

Source: Own calculations based on PCBS (2017) 
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Figure B9. Specialization index for manufacturing of textiles 

   

Source: Own calculations based on PCBS (2017) 

 

Figure B10. Specialization index for manufacturing of apparel 

  

Source: Own calculations based on PCBS (2017) 
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Figure B11. Specialization index for manufacturing of leather 

   

Source: Own calculations based on PCBS (2017) 

 

Figure B12. Specialization index for manufacturing of wood 

    

Source: Own calculations based on PCBS (2017) 
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Figure B13. Specialization index for manufacturing of paper 

  

Source: Own calculations based on PCBS (2017) 

 

Figure B14. Specialization index for printing and reproduction of recorded media 

  

Source: Own calculations based on PCBS (2017) 
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Figure B15. Specialization index for manufacture of coke and refined petroleum 

 

  

Source: Own calculations based on PCBS (2017) 

 

Figure B16. Specialization index for manufacture of chemicals 

  

Source: Own calculations based on PCBS (2017) 
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Figure B17. Specialization index for manufacture of pharmaceuticals 

  

Source: Own calculations based on PCBS (2017) 

 

Figure B18. Specialization index for manufacture of rubber and plastics 

  

Source: Own calculations based on PCBS (2017) 
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Figure B19. Specialization index for manufacture of non-metallic minerals 

  

Source: Own calculations based on PCBS (2017) 

 

Figure B20. Specialization index for manufacture of metal products excluding machinery 

  

Source: Own calculations based on PCBS (2017) 



 

-63- 
 

Figure B21. Specialization index for manufacture of computers, electronics and optical 

  

Source: Own calculations based on PCBS (2017) 

 

Figure B22. Specialization index for manufacture of basic metals 

  

Source: Own calculations based on PCBS (2017) 
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Figure B23. Specialization index for manufacture of electric equipment 

 

Source: Own calculations based on PCBS (2017) 

 

Figure B24. Specialization index for manufacture of machinery and equipment 

  
Source: Own calculations based on PCBS (2017) 
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Figure B25. Specialization index for manufacture of motor vehicles 

  

Source: Own calculations based on PCBS (2017) 

 

 

 

 

Figure B26. Specialization index for manufacture of other transport equipment 

  

Source: Own calculations based on PCBS (2017) 
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Figure B27. Specialization index for other manufacturing 

 

Source: Own calculations based on PCBS (2017) 

Figure B28. Specialization index for repair and installation of machinery and equipment 

  

Source: Own calculations based on PCBS (2017) 
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Figure B29. Specialization index for construction of buildings 

 

Source: Own calculations based on PCBS (2017) 

 

Figure B30. Specialization index for wholesale and retail trade and repair of motor vehicles 

  

Source: Own calculations based on PCBS (2017) 



 

-68- 
 

Figure B31. Specialization index for retail trade (except motor vehicles) 

  

Source: Own calculations based on PCBS (2017) 

 

Figure B32. Specialization index for wholesale trade (except motor vehicles) 

 

Source: Own calculations based on PCBS (2017) 
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Figure B33. Specialization index for land transport and transport via pipelines 

 

Source: Own calculations based on PCBS (2017) 

 

Figure B34. Specialization index for water transport 

 

Source: Own calculations based on PCBS (2017) 
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Figure B35. Specialization index for warehousing and support activities for transportation 

 

Source: Own calculations based on PCBS (2017) 

 

Figure B36. Specialization index for warehousing and support activities for transportation 

 

Source: Own calculations based on PCBS (2017) 
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Figure B37. Specialization index for food and beverage services 

  

Source: Own calculations based on PCBS (2017) 

 

Figure B38. Specialization index for publishing activities 

 

Source: Own calculations based on PCBS (2017) 


