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Examining the Increase in Unemployment in the
Transition to a Monthly Labour Force Survey

Noam Cohen, Luisa Burck and Itzchak Makovky

The Israeli Labour Force Survey (LFS) is the major household survey conducted by the
Israeli Central Bureau of Statistics (CBS) since 1954. The survey follows the development
of the labor force in Israel, the extent of unemployment and their trends. As of January
2012, the CBS made a transition to a monthly LFS from the quarterly system in order to
produce more reliable monthly estimates as requested by the decision makers, researchers
and others. Many changes and enhancements were introduced in the monthly survey;
larger sample size with greater dispersion, new interviewers, new estimation methods, and
the definition of the labor force participation was modified to meet the OECD standard.
In particular, the survey measures now the entire labor force instead of the civilian labor
force characteristics as in the quarterly survey. Following the changes, the number of
unemployed persons in Israel increased by 20%, and the unemployment rate, which stood
at 5.4% as measured at the end of 2011 rose significantly to about 6.7% at the beginning
of 2012. This estimator is of vast importance to decision makers in the government for
economic policy planning. This importance is reflected in the articles, mainly published
in the financial press, which have raised legitimate questions about the reasons for such
an increase in unemployment, but also included inaccuracies. It turned out that the sharp
rise in the number of unemployed persons in the Arab sector was the main contributor
to the difference observed as there was only a minor increase in the Jewish sector. In the
paper we claim that this finding supports the hypothesis that the source of the difference
stems from the problems in the field work related to data collection where there is a clear
separation between the two sectors rather than problems in the other procedures related
to sampling, estimation, programming, etc. In this paper, we present a scientific research
about the differences and lack of differences between the findings of the monthly and
quarterly labor force surveys with focus on unemployment.
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The Information Technology Industries: Employees,
Wages and Dealing with Shocks

Yoav Friedmann

This paper describes and analyzes developments in employment, wages and profitability
in the information technology industries during the past fifteen years, and the uniqueness
of the human capital among those working in these industries in Israel. Data on Bachelor’s
degree recipients by profession indicate the large amount of time — more than five years
— that passes from the time a positive shock in the industry is observed and demand for
workers increases until the end of the period of adjustment between labor supply and
demand. The increase in productivity and wages in the information technology industries
during the second half of the 1990s led to a sharp increase in the quality of the workforce
in these industries, which emphasized the uniqueness of the aggregate human capital
of those working in the information technology industries. Most of the electrical and
electronics engineers and those with degrees in computer sciences in the economy are
employed in the information technology industries, which are export-intensive industries.
It is therefore reasonable to assume that the exchange rate and global demand (which
affect the nominal product per employee in these industries) affect their wages. Contrary
to the opinion that there is a high return for entrepreneurs in information technology, it
seems that the high wages of those working in the industry, combined with the unique
human capital, constitute the “buffer” for absorbing negative shocks. For instance,
between 2001 and 2003, in response to the bursting of the dot-com bubble (and to a
certain extent in response to the Intifada as well), real wages per employee post in these
industries declined by close to 10 percent, while the proportion of those with academic
professions employed in the information technology industries increased. Between 2007
and 2009, in response to the appreciation of the shekel and the decline in global trade,
real wages in those industries declined by about 7 percent. It seems, therefore, that the
high wages in the information technology industries makes it easier for these industries to
absorb negative shocks.
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residing in rented rather than self-owned dwellings; such a trend did not develop among
other family types. We also show that parents of young children are characterized by high
employment rates and persistent employment. A comparison of government support for
young families in other OECD countries with those in Israel for 14 representative family
types — characterized by their structure and income composition — shows that it is higher
in these countries for all of these family types. A simulation of raising the average benefits
for young families in Israel to the level common in other OECD countries, while raising
income tax rates at older ages in a way that keeps the policy fiscally balanced — and the
individuals’ lifetime income level unchanged — indicates that welfare can be increased
substantially via consumption smoothing over the families’ life cycle.

Matriculation and Psychometric Examinations in
Mathematics and English, and the Relationship
between Them Over Time

Shlomo Yitzhaki, Taina Pudalov and Aviel Krentzler

The contribution of this study lies in the research method, which enables to see whether
two exams are examining the same abilities. The methodology can be described as
reincarnation of variants of “Abstract Measurement Theory,” and “Item Characteristics
Theory.” We examine the correlation between the scores of examinees on matriculation
and psychometric exams. If the correlation is monotonic throughout the set of the scores,
we can conclude that the exams test the same abilities. However, if the sign of the local
correlations change throughout the set of scores, we can conclude that the tests examine
different fields of knowledge, or that the characteristics needed for success in one exam
are different from those needed for success in the other exam.

Using this criterion, it can be concluded that the matriculation and psychometric
examinations test indistinguishable abilities, but there is a large random error. The
contributions of both exams to the total score for each student support the hypothesis that
the existence of two examinations does not have a substantial impact. This conclusion
applies all the more to the English exams, where the correlation between the matriculation
and psychometric scores is higher than in the mathematics exams.
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The Origins of Income Inequality in Israel — Trends
and Policies

Oren Danieli and Ofer Cornfeld

This paper analyzes the trends in the level and composition of income inequality in Israel
between the years 1987-2011. Individual income data shows a decline in the wage share
of the workers in the middle of the distribution, an increase in the prevalence of part-time
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