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Abstract

This study discusses the problem of unemployment in Palestine; the
problem that represents one of the difficulties which face the Palestinian
society. The study aims at identifying the effective factors which affect
the rate of unemployment in Palestine from 1996 to 2012. It shows the
growth of unemployment rates in the Palestinian territories during the
period of the study increasingly and steadily, particulary after the
beginning of AL-AQSA Intifada, September 2000. This study depends on
some assumptions which show a relation between the independent
variables of the study which are the economic growth, total fixed capital
formation, development government expenditures, foreign aid, rate of
inflation, political stability, and the rate of unemployment in Palestine
which represents the relevant variable in the study.

The study concludes to a group of results. The most important results are
that; the Higher Education outputs are not suitable for the requirements of
business market, weakness of the Palestinian business market for
absorbing emplyment. In addition to the presence of the Israeli occupation
whose policy and practices are the most important reasons for the increase
of the unemployment problem in the Palestinian territories, the most
important results are shown in the presence of an inverse relationship
among the independent variables in the study which are the economic
growth, total fixed capital formation, development government
expenditure, the rate of unemployment and the presence of steady relation
among the other independent variables, that is foreign aid, rate of inflation
and the rate of unemployment in the Palestinian territories. These
variables totally show 77% of the change in the rate of unemployment in
the Palestinian territories, while the remaining rate 23% is connected with
other factors.

This study recommends reviewing the temporary and urgent relief
programs because the benefits of these programs are limited that they
don’t take part in the stability and continuity of work and the good
functioning of the aid. In addition, they encourage the little industries and
Business Incubators, adopting a real Partnership with the private sector
operation. Furthermore, there is a necessity for connecting the higher
education strategy with the employment policies in Palestine and
stimulating the universities for strategical planning through developing
the curriculum so that they suit the requirements of the labor market.
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:(Gujarati, 2004, p63-65) L L
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U= B0+ B1Log(G)+ B2log(I) + B3log(SD) + B4log(X) + B5S F + 6 Dum + €t
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:gj GIYEN
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1 8 Adsad o) ST ey 4 dlisd) JalSill e caisll (Approach
Al clan] Aad Claa PlA e dareiall z3all Alls 8 asladind 2y cJlal
ol b LadS of cus (Trace) ) slasls (Maximum) oolsal
.(673-670_= <2005 ¢izhac)isil
Clily Cay s Aibaay) Gadliall Llawy) &5 1 dtagl 4blaa) gunliall .z
@) CahatVly Slaad) Tavgll Gl DA e @iy ¢ oulill 7 3paill < yiia
Gilagell Bl ga o o 3gaill it o aiie JSI Al Sl dad Ji
sl Gl paial el dudedll e gl 4l
bl el g alasind e ool J€8 Al el :dasiinal) dvilaay) malnl) .z
05 A Al Ailasy) Ll 31 Gl (EVieWST) (ki) Slasy)
A dkay ol 7350l
zgaill bl paiilly hagl Julail) 3.5
(ubil) ¢z 3galll Cipiial Slasy) ciagl 1.3.5
calall e (it (e gt Al L) Caay Gy sbaasl) slanyl padiy
Mol Lol leall Cacagll (Bl vy LS clgae s lbilul) aan Gylas culll e
sl dlaill ey LS (202 <1999 (AilSe) Lyt s el aulies Slan siall ey
il Gals e Al e elacly Apaleai®y) lilall e 8 Aaled) bl
Aata gl (Il eyt s Al e gyl alasind DA (e Sllg ¢ cpaill e Falaial)
Ailany) CullL L dubal) il dudeas ahaind Galee Canld) iy L Lads
DAl a8 Clpaaiall e ety Akl dpda sl
bl 7z dgaill Cpiial Ldbanl) Ganliall aaf :1.5 285 Jgaa

Aad sl | Lad i | Glad) Glal) | alaall gl diall
31.2 11.8 4.9 22.4 (%)U
6797.5 | 3292.8 996.03 4560.2 ($ usle) G
2081.2 | 8417 280.2 1209.09 ($ Csile) |
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z 3sail) lpuiial dgta sl Abany) Ganleall sl Glua 20058 g Gald) Joaal
Lugl dad Clia DA e @lldy bl 48 Syt deph Caiay Gk bl
b Lady Auhall Charia e puatie JSI A STy Aad Jil ¢ (glanall Cilail g ¢ bl
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Ao yudinn DAl oY) dali) gVl il ) Sal) b s ale oladl s L
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el A Al Alad) eV aes g o)) e el e ci Loy i1 Jsdn aalp Julls
olen A5 35 2005 aled A8 sl Cangd cpn el el cpoll aaa
) Lidauldl) L sSall LS & (a5 <2006 ale alhie a3 Lol cllasy
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AuAl)  dgail ouladl) padilly Julasl) 2.3.5
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ol st Lag s (e Old oS3 B WS rdiadl) Jedhedd) OgSa JLEAS @il ]

Al JS) Jolall aaaty iadl) Judlad) € (e KB s gl) j3a jLas) L))

gl saagll Jia chlas) 3 (2.5) 6y dssall g @b e Telus i)
-(Philips Perron - PP) _laal alaaiuly uhall o puaia

Al cyaial (Unit Root Test) sasgll JLad) milii :(2.5) ad) Jga

Variables Phillips Perron Test
Level 1st Difference

U -1.94 -3.734*

(0.309) (0.005)

G 0.303 -3.272*

(0.976) (0.020)

I -2.093 -4.170*

(0.248) (0.001)

-2.741 -4,198*

DS (0.072) (0.001)

X -1.459 -3.957*

(0.547) (0.002)

F -2.915* -5.437%*

(0.048) (0.000)

P05 S5ue e il O pde (ad) *

(Unit Root) sasgll jaa laal il of (2.5) Galad) Jsaaldl PDla e gy

(Level) (ssiall tie 2ol esa 8 A8l e cilS Ll i Ayl @i 381
Ist ) chsiall 03¢l (d¥1 Aa)dll (e (358 ehal e ol A cadiaill e liuly
ol culSh cclyunall s3] (9l 80 saasll i chlas) ¢ha) sale) &35 (Difference

a5 ¢ %5 digine Grime vie IV ool aa il o3¢d (eSuy bl dsagl i
=P USR5 o W [PV R FR R PONIPE PR [P O VDN P WP O WO [ PO
il Jlall HLas) aladtind Lle W am pdige e 1 ¢ |~ (1) 581 &apall o
el Judlld)

Aiadl) el S sag ¥ Jaydll (g ganall e telidial) JalSl) HLA) il
Ayl dedlad) gaes o) e Bl as o At Audi IS JalS Raga aasiy
Gl Wil JalSall ¢puilaga Loal ehali Gald) 2 caall G e Al
Cilgaie 230 a3 Jal Gy 8ysSall charial) ( Ja¥) Alisha BLlSE A 39ag (1e
Likelihood) (adaall LKy Aly Ao (aine cpadilean) (bl aladind 25 Jalsl)
abiall Baed) Al ladly (Atrace) Trace test Y1 lasl Las (Ratio Test
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o sl laY) SIS o Gus ((Amax) Maximum Eigenvalues Test
sl

I il il (335 eljiiall JalSall Las) ehal
Gleaiad s ol aag ¥ 4l o wii ag Hoi =0 dpiall ol o

AN
JY e s JaolSs sag 4l de ai 4y Hiir> 0 alad) Laygll e
lalud) Cilgaial

Al cpiiial O guadlga Ay djidial JalSil) LA il 1(3.5) 48 Ja

Trace Statistic
Likelihood Ratio Si(g:;r;f:e(i/aglvjlou.((e)S Hypothesized

99.34 95.75 None*

73.17 69.81 At most 1*
50.75 47.85 At most 2*
32.79 29.79 At most 3*
17.74 15.49 At most 4*
6.87 3.84 At most 5*

%5 (sin tie dujheall Aujdll byl s *

bl AKY) Bl Apead) dadl) o) (3.5) M) dsall e ey
Y (il sl aea 2ie (Critical value) dajall el e ST (Likelihood Ratio)
+ @l fitie JalS an gy 4l it Malls Alad) Gacajdll Juiis djeeall Gaajill (b ys Ll
35 Ao dgag ey 1Sy cleaia 5 e LIS il JalSill cilgaia 2 o (1)
(1) 4 Gald) Sl aall chriall o da¥) Al

ClBe 35as Auiasl) Judld) (5 sSus (3aa5 o ST a2 aulall) 7 3gail) il il .
z3saill iy (V) gk Cagan cAuhall 2358 Clpiia G JaY) Alsha dljisie JalSs
b gl el aes JAh oobill) 2 3saill Vol s eha] & G ¢ ol
il sl e laydly Al chsiall cligpe Ao Jsaall @lldy oz 3l

(2) A aalall il
g ¢ A ol V) Ao cpa (Slay oulbidl) 2 3saill o Y eal il s Cum
OaaY Liall A gaal) Aall (e 8 Aaill o205 (DW = 0.98) il dad Lalids) DA
dL =) b LS (DW) LLady ddganl) dadl el dua (%5 AN giine xe (DW)
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) i e alaie) oS Y by RIS Ssas S5 ) ALl Fa @l Jods ¢ I
bl Gauliall 3l eaalles e 3 Y 4dly (Al s Jla 8

SV delea Pla (e sl 3 S Llsy¥) A 23] Gnld) bl @iy
DLoaYl Al of dadll oda yediig (DW =1.68) lodl ded cualy ¢ua ((AR(L)) S
Y Julby o(dy = 1.77) dlganl) dadll SaY) asl) jelam ol Ll V) ¢S OK8 i
OSer 4821 e aidaly (3) A8y Gald) Lkl closay are ) A dgas aSall aobii
s S Lla V) ASae e sl g S5 Ay (LM) lad) dais e slaeY)
Al zigal) Bagn o Tan peaaly e oysn 1day o Lad leaaias oy Cig
8 il gy (4.5) ady dsaalls czisadll (b chariall Gn Al oladl daa e
(4) o Gl kil b LS ay z3sal

bill) g 3gail) pals il 1(4.5) a8y Jgaa

Dependent Variable: U
Variable | Coefficient Std. Error t-Statistic Prob.
C -0.03 0.07 -0.42 0.6688
Log(G) -7.96 4.62 -1.72 0.0898
Log(l) -6.09 1.72 -3.53 0.0008
Log(SD) -8.32 0.97 -8.54 0.0000
Log(X) 3.83 0.91 4.18 0.0001
F 0.27 0.06 4.39 0.0000
R?=0.78, Adj.R?=0.77, DW=1.68, F=44.8, Prob.=0.000

Lgine ade it bl Z3gall aagll )l JBy) S 33 JalsyY) Al z0ke ae
Gypa b zdsaill s Jllis ¢(5) a8y Galall i) z3saill (pe s o3 GllA il 12
e LS Al

U= —0.03—7.96 Log(G) — 6.09log(I) — 8.321log(SD) + 3.83 log(X) + 0.27 F
JdEal) 7 3gaill Ll Auilaal) Bagadl anidi 3.3.5

Go Y a2l uanaly i) chariall G A i 8z deaill pladau) (8
(Gl Clanyall Byl g pd 3ia3 (52 JLia) DA e ol z3sall daia e S
p A il e ale IS AilasV) z 3l saga Gl
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Gl Gun (ol el e oLl (%5 (e U8 e Lgiee AN @IS 4 Al
g Mllig copiyla e (1) Dlas) 0¥ 2 o lesenids 5% A (Prob.= 0.0898)
(o A1) Al il aen A %5 e B i (Prob. = 222 = 0,0449)
Ailas) Al & z3sall
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Sample (adjusted): 1997Q1 2012Q4
Included observations: 64 after adjustments
Trend assumption: Linear deterministic trend
Series: U log(G) log(l) log(K) log(X) F

Lags interval (in first differences): 1 to 2
Unrestricted Cointegration Rank Test (Trace)

-

@kl

Hypothesized Trace 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None * 0.335681 99.34566 95.75366 0.0276
At most 1 * 0.295438 73.17009 69.81889 0.0263
At most 2 * 0.244783 50.75866 47.85613 0.0260
At most 3 * 0.209511 32.79062 29.79707 0.0219
At most 4 * 0.156226 17.74400 15.49471 0.0225
At most5 * 0.101815 6.872272 3.841466 0.0088
Trace test indicates 6 cointegrating eqn(s) at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values
k) zagaill ali il (2) a3, Fale
Dependent Variable: U
Method: Least Squares
Date: 03/11/14 Time: 14:32
Sample (adjusted): 1996Q2 2012Q4
Included observations: 67 after adjustments
Variable Coefficient Std. Error t-Statistic Prob.
0.232713 0.124565 1.868197 0.0665
log(G) -16.46183 5.720748 -2.877566 0.0055
log(l) -8.052580 2.272506 -3.543479 0.0008
log(SD) -1.762815 0.621973 -2.834232 0.0062
log(X) 1.371056 1.109237 1.236035 0.2212
F 0.388096 0.089596 4.331641 0.0001
R-squared 0.658899 Mean dependent var 0.004058
Adjusted R-squared 0.630940 S.D. dependent var 1.408965
S.E. of regression 0.855950 Akaike info criterion 2.612077
Sum squared resid 44.69171 Schwarz criterion 2.809512
Log likelihood -81.50457 Hannan-Quinn criter. 2.690202
F-statistic 23.56654 Durbin-Watson stat 0.983817
Prob(F-statistic) 0.000000
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Dependent Variable: U
Method: Least Squares
Date: 03/11/14 Time: 14:32
Sample (adjusted): 1996Q3 2012Q4
Included observations: 66 after adjustments
Convergence achieved after 8 iterations

Variable Coefficient Std. Error t-Statistic Prob.
C -0.058754 0.139399 -0.421484 0.6749
log(G) -7.968657 4.682489 -1.701799 0.0941
log(l) -6.098352 1.744714 -3.495331 0.0009
log(SD) -8.325132 0.982789 -8.470921 0.0000
log(X) 3.839451 0.931422 4.122139 0.0001
F 0.279720 0.064367 4.345669 0.0001
AR(1) 0.452962 0.048308 9.376519 0.0000
R-squared 0.866952 Mean dependent var 0.010559
Adjusted R-squared 0.853422 S.D. dependent var 1.418748
S.E. of regression 0.543175 Akaike info criterion 1.717235
Sum squared resid 17.40733 Schwarz criterion 1.949471
Log likelihood -49.66875 Hannan-Quinn criter. 1.809002
F-statistic 64.07491 Durbin-Watson stat 1.687593
Prob(F-statistic) 0.000000
Inverted AR Roots .45

A Bl Aiia zile d owbdl) 7 igall) juadi @il (4) a8 (3ala
Dependent Variable: U
Method: Least Squares
Date: 03/11/14 Time: 14:38
Sample (adjusted): 1996Q3 2012Q4
Included observations: 66 after adjustments

Variable Coefficient Std. Error t-Statistic Prob.
C -0.032141 0.074767 -0.429880 0.6688
log(G) -7.968659 4.620687 -1.724562 0.0898
log(l) -6.098352 1.727251 -3.530670 0.0008
log(SD) -8.325132 0.974367 -8.544145 0.0000
log(X) 3.839452 0.918147 4.181738 0.0001
F 0.279720 0.063670 4.393272 0.0000
R-squared 0.788928 Mean dependent var 0.018601
Adjusted R-squared 0.771338 S.D. dependent var 1.126403
S.E. of regression 0.538630 Akaike info criterion 1.686932
Sum squared resid 17.40733 Schwarz criterion 1.885991
Log likelihood -49.66875 Hannan-Quinn criter. 1.765590
F-statistic 44.85255 Durbin-Watson stat 1.687593

Prob(F-statistic) 0.000000
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Dependent Variable: U

Method: Least Squares

Sample (adjusted): 1996Q3 2012Q4
Included observations: 66 after adjustments

Variable Coefficient Std. Error t-Statistic Prob.
C -0.025203 0.023957 -1.052010 0.2971
log(G) -1.563091 1.212059 -1.289616 0.2022
log(l) -1.413756 0.441541 -3.201865 0.0022
log(SD) -2.118440 0.245152 -8.641337 0.0000
log(X) 0.897678 0.235355 3.814138 0.0003
F 0.282953 0.063573 4.450807 0.0000
Dum 0.048290 0.042314 1.141227 0.2584
R-squared 0.793486 Mean dependent var 0.004650
Adjusted R-squared 0.772485 S.D. dependent var 0.281601
S.E. of regression 0.134319 Akaike info criterion -1.077188
Sum squared resid 1.064460 Schwarz criterion -0.844952
Log likelihood 42.54722 Hannan-Quinn criter. -0.985421
F-statistic 37.78257 Durbin-Watson stat 1.701986

Prob(F-statistic) 0.000000

bl i ill (Jarque-Bera) Jkial gilii :(6) a8 3ale

20

Series: Residuals
M Sample 1996Q3 2012Q4

16 Observations 66
! Mean 2.36e-17
12 | Median -0.005271
Maximum 2.030599
Minimum -1.965829
s Std. Dev. 0.517499
Skewness 0.207132
Kurtosis 8.287226
49 Jarque-Bera  77.34753
Probability 0.000000

o [N e -~
2.0 -15 -1.0 -05 0.0 0.5 1.0 15 20

Jua Gl gﬁb.\ﬂ g..al.unl\ Bagial) JLIAY (1) Lol milis :(7) é} ala

Hypothesis Testing for RESID
Test of Hypothesis: Mean = 0.000000

Sample Mean = 2.36e-17
Sample Std. Dev. = 0.517499

Method
t-statistic

Probability
1.0000

Value
3.70E-16
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Heteroskedasticity Test: White

F-statistic 2.157777 Prob. F(5,60) 0.0707
Obs*R-squared 10.05901 Prob. Chi-Square(5) 0.0736
Scaled explained SS 30.29021 Prob. Chi-Square(5) 0.0000

3B (LM) L) il 1(9) o) Gala

Breusch-Godfrey Serial Correlation LM Test:

F-statistic 1.683046 Prob. F(2,58) 0.1948
Obs*R-squared 3.620274 Prob. Chi-Square(2) 0.1636

4wl LAY (granger Causality) _Lad) gl :(10) ad) (3ala

Pairwise Granger Causality Tests

Null Hypothesis: Obs F-Statistic Prob.
X1 does not Granger Cause Ul 65 0.53349 0.5893
U1 does not Granger Cause X1 0.02337 0.9769

(b)) g gal) o b Aariiunall duahall e cliby (11) pd; 3ale

Y % U G I X | %F SD

1996 | 2338 32928 | 1160.7 | 517 | 7.6 | 218.5

1997 | 20.3 3744 13106 | 520 | 7.6 500

1998 | 144 4197.7 | 1531.2 | 530 | 5.6 520

1999 | 1138 45349 | 2081.2 | 497 | 55 474

2000 | 14.1 4146.7 | 1386.7 | 510 | 2.8 469

2001 | 25.2 3810.8 | 9923 | 849 | 1.2 340

2002 | 31.3 3301.4 | 841.7 | 697 | 5.7 252

2003 | 25.6 3800.8 1063 | 620 | 4.4 395

2004 | 26.8 4198.4 | 1022.3 | 353 3 261

2005 | 23.5 4559.5 | 1265.7 | 636 | 4.1 287

2006 | 23.7 4322.3 | 1347.2 | 1019 | 3.8 281

2007 | 21.7 4554.1 | 11229 | 1322 | 1.9 310

2008 | 26.6 4878.3 | 1060.5 | 1763 | 9.9 215

2009 | 245 5239.3 | 1137.3 | 1402 | 2.8 | 185.9

2010 | 23.7 57245 | 1090.5 | 1277 | 3.7 | 2/5.1

2011 | 20.9 6421.4 | 1066.8 | 978 | 2.9 294

2012 23 6797.5 1074 | 932 | 2.8 211
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