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Summary of Findings 

Share of Public Expenditure in Gross Domestic Product 

1. In the aftermath of the recent war in Lebanon, the plans for a 
long-term cutback in the defense budget in favor of social 
expenditure were shelved. Most of the planned increase in 
government spending will be earmarked for defense. 
2. It is important to emphasize that the public sector is not a 
“burden.” It generates important public goods, such as essential 
education and health care services. The current size of Israel’s 
public sector should not pose an obstacle to growth; the rates of 
public expenditure and taxation are in line with those in other 
developed countries. 
3. Economic growth does not in and of itself narrow disparities 
and reduce poverty. Israel’s growth in the past two years has 
benefited mainly the strong social strata; at the same time, the 
real income and consumption levels of the weak populations 
have declined. The poverty that has become common among 
working households was not created by a bloated social service 
system. By comparing the effect of welfare system size on 
poverty and disparities in developed countries, one may see 
clearly that a larger welfare system reduces poverty and narrows 
economic disparities. 
4. It is proposed to increase public social expenditure by raising 
the maximum allowable annual rate of increase in basic budget 
expenditure from 1.7 percent to 3 percent in each of the years 
2007–2010 while simultaneously stopping proposed tax cuts 
(see model proposed in Chapter One). 
5. The state budget is an immensely powerful tool for reducing 
social gaps and poverty since the tax system charges the affluent 
at higher rates than the poor, whereas social expenditure – for 
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education, health care, and benefits – focuses more on the lower 
income deciles. 

Government Expenditure for Social Services 

1. After three consecutive years of growth, it is clear that 
Israel’s pro-growth macro-economic policy is not improving the 
welfare of weaker population groups. The benefits of this 
growth are unevenly distributed, as are the improvements in 
employment and, in turn, in income. Thus, the real income of 
well educated wage earners has increased while that of the 
medium and the poorly educated has remained unaffected or 
even declined. 
2. The total number of poor households increased in 2005 by 4.2 
percent but the number of working-poor households (those that 
have employed heads of household) grew by 10.5 percent and 
the number of poor families headed by wage-earners increased 
by 15.6 percent. Consequently, creating jobs and joining the 
labor force, especially in salaried employment, are not enough to 
lift households out of poverty. 
3. In the 1990s, per capita private consumption increased by 31 
percent and average per capita government social spending grew 
by 24 percent. Since then, in 2000-2005, per capita private 
consumption increased by another 9 percent whereas average 
per capita government social spending declined by 13 percent. 
This trend continued again in 2006 and is not expected to turn 
around in 2007. 
4. In the 2006 and in the 2007 budget, the social outlays grew 
but per capita social expenditure still remained very far behind 
where it had been before the cutbacks began. 
5. The share of national expenditure on education and health 
care in Gross Domestic Product (GDP) has been declining since 
2002. The share of the government funding for education and 
health care has been decreasing and household expenditure has 
been rising. This development – the “privatization” of public 
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service funding – may cause a widening of inequality in the 
consumption of education and health care services. 
6. Government health care expenditure has held steady in real 
terms for the past decade. Due to a combination of stability in 
expenditure, population growth, and increases in the relative 
price of health services, it is estimated that the delivery of 
government funded health care services to the public has eroded 
by 25-30 percent since 1997. 
7. Investments in the physical infrastructure of the education and 
health care systems have been insignificant in recent years and 
are trending downward. A low and declining level of investment 
suggests that the physical infrastructures in both systems may be 
declining, and may result in inferior quality service in the near 
future. 
8. In recent years the expenditure trend in social transfer 
payments to the public by means of the National Insurance 
Institute has declined but the rates of the cutbacks have varied 
from one service to the next. The cumulative decrease up to the 
beginning of 2007 was especially great in unemployment 
compensation (48 percent), child allowances (40 percent), and 
income-maintenance benefits (31 percent). As a result of 
cutbacks, the disparity between the average benefit levels and 
the general standard of living has widened and the social safety 
net that transfer payments are supposed to provide for weak 
population groups has frayed. 

The Education System 

1. The demographic makeup of Israel’s student population has 
changed in two significant ways: a steady increase in the share 
of students in the Arab school networks (from 22 percent to 27 
percent at the primary and lower secondary school levels in the 
past decade) and a growing share of haredi (ultra-Orthodox) 
educational settings in the Jewish system from preschool to 
upper-secondary. (The proportions range from 35 percent to 19 
percent of enrollment, respectively.) Although both school 
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systems have a high percentage of students characterized by low 
socio-economic status, their budgets were not increased despite 
government proclamations of a policy of affirmative action. 
2. Several obvious trends are observed in regard to the 
population of teachers: increases in average age, rising average 
seniority, and higher proportions of academic degree holders at 
all levels of the system. One result of these trends is that 
teachers’ average wages have been rising. 
3. In the next few years, the education system expects to face 
large-scale retirement of teachers. It is difficult to draw up 
meaningful forecasts for supply and demand of teaching 
professionals. Accordingly, national planners must insure an 
appropriate number of student teachers, along with incentives 
for teachers to expand their workload, and defer their retirement. 
4. Comparisons of the changes in Israel’s per pupil expenditure 
with the OECD average shows that Israel is lagging behind: 
during the past decade, national per pupil expenditure increased 
by only 2 percent in Israel and 33 percent on average in the 
OECD countries. 
5. Israel’s relative decline is especially distinct at the post-
primary level, where its per pupil expenditure fell from 96 
percent of the OECD average in 1995 to only 86 percent in 
2003. These data should be kept in mind in discussions of Israeli 
students' achievements on international tests, which in most 
cases are conducted among the same age groups on which 
spending has decreased. 
6. A comparison of the sums budgeted for education with final 
expenditure data during the past decade shows an 
underutilization of the NIS 25 billion budget in the hundreds of 
millions of NIS each year and more than NIS 1 billion in certain 
years. 
7. The budget proposal in its current form does not allow for an 
intelligent discussion of the government's education policy. 
There is good reason to consider an alternative structure that 
would facilitate better monitoring of inputs in relation to 
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potential outputs as well as actual implementation of proposed 
programs.  

The Health Care System 

1. Israel’s national average per capita health care expenditure 
(standardized for age) approximates the European average and 
actually exceeds it by several percent. The share of health care 
expenditure in GDP also resembles the OECD average, at 
around 8.5 percent. 
2. The proportion of government funding in total health care 
expenditure has been trending down and stands today at 65 
percent, as against an OECD average of 70-80 percent. 
Households cover 22 percent of total health care expenditure in 
direct out of pocket expenses for medicines and services, a level 
that most OECD countries consider unacceptable. 
3. These developments are definite factors in the growing 
inequality in the consumption of medical services. Data from the 
Household Expenditure Survey (Central Bureau of Statistics) 
point to disparities in households’ private consumption of health 
services on the basis of income quintiles. Even after 
standardization for household size, the highest quintile spends 
three times more in direct health outlays than the lowest income 
quintile.  
4. Israel’s average infant mortality rate per thousand live births 
is still higher than the European average – 4.6 as against 4.0. 
Israel’s average actually combines two separate rates: the rate 
among Arabs is 8.0 per thousand; the rate among Jews is 3.2 per 
thousand. The rates still differ greatly although the gaps have 
been narrowing steadily over the years. 
5. Israel has 3.5 doctors per thousand population, one of the 
highest ratios in the world. However, the forecasts show a 
decline in the years to come, mainly due to an expected decrease 
in immigrant doctors. 
6. The proportion of nurses per thousand population has hardly 
changed in the past decade (5.2) and is low by the standards of 
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other developed countries (7-10). The proportion of registered 
nurses among them, however, has risen. 
7. The debate over health care services in the aftermath of the 
recent war in Lebanon revealed and underscored the 
significance of the disparities in health and health care services 
between and within different parts of the country. In evaluating 
the working of the health care services during the recent crisis, 
two main problems stood out: one relating to the organization of 
services and another regarding groups of service recipients with 
special health needs. 

Personal Social Services 

1. The share of expenditure for personal social services in total 
government outlays for in-kind social services has been 
climbing steadily since the beginning of the decade and is now 
at 9 percent. The upward trend has been gradual – from 5.8 
percent in 1995 to 7.7 percent in 2001 and 9.0 percent in the 
past two years. 
2. In recent years, many local authorities have been reducing 
their participation in welfare budgeting significantly. This 
coupled with an increase in the number of individuals and 
households that apply for assistance to the welfare services, has 
led to a drop in the average per client and per household 
expenditure. The reduced quantity of resources available is 
especially notable in community services for children, 
adolescents, and families. Due to the cutbacks, staff, programs 
and services have been downsized or eliminated, especially in 
socially and economically weak localities. 
3. Nearly half of government expenditure for personal social 
services in 2006, NIS 2.6 billion, was channeled to services for 
the elderly. About 94 percent of this expenditure was earmarked 
for the provision of services to some 120,000 seniors under the 
Long-Term Care Insurance Law. The number of recipients has 
multiplied six-fold since the law went into effect. 
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4. Institutional services represent 64 percent of the total 
expenditure on services for children, less than in recent years 
(71 percent in 2000). The change reflects the policy of the 
Ministry of Social Affairs to locate these services in the 
community, i.e., to place fewer children in away-from-home 
settings and to develop community services instead. Indeed, the 
number of children who live away from home has been cut back 
to around 8,500 in recent years, and among them a larger share 
are in foster care as opposed to residential settings. 
5. The recent war in Lebanon highlighted many personal social 
service problems and needs among residents who did not 
evacuate their homes. Prominent among them were weak 
population groups with special needs, such as seniors and other 
persons with disabilities. Some of these citizens were left 
without nursing care, mainly due to the departure of family 
members or caregivers, and found it difficult to obtain essential 
medicines, food, and other necessities. 

The Social Security System 

1. Public expenditure on social security programs added up to 
NIS 44.5 billion, 42 percent of total social spending. This 
expenditure item has been drastically reduced in recent years 
due to government policies that aim to cut total public 
expenditure and encourage benefit recipients to join the labor 
force. 
2. The ability of programs in the National Insurance system to 
attain two of its major goals – reducing poverty and 
redistributing income – has been badly damaged. Regarding the 
third goal – encouraging benefit recipients to return to the labor 
force – some progress has been made. 
3. Average per capita benefits continued to erode in 2005; since 
2001, the cumulative real decrease is 18 percent. The cumulative 
decline was steepest in child allowances, which fell to around 50 
percent of their 2001 level. 
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4. Some 27 percent of recipients of old-age benefits also receive 
income supplements. Although the incidence of poverty among 
seniors declined slightly in 2005, the fact that about one-fourth 
of Israel’s elderly are poor points to the very limited success of 
the social security system in coping with the problem. 
5. The lack of a compulsory pension law and the fact that most 
employees are not covered by collective agreements are also 
clearly reflected in the incidence of poverty among the elderly. 
Beyond the necessity to guarantee the level of benefits, due to 
the income differences between elderly who receive pension 
benefits and those who do not, there is a clear need for 
legislating compulsory cumulative pensions, to insure that upon 
retirement, all salaried employees would receive their 
accumulated pension benefits.  
6. An average of 170,000 persons with disabilities received 
monthly disability benefits in 2005. This is the third largest 
group of recipients of National Insurance benefits – 4.5 percent 
of the relevant population group (aged 18+) and 6.8 percent of 
total benefit recipients in 2005. The growth rate of the recipient 
population slowed in the years 2003-2004 relative to 2000–2002 
but increased again by 5 percent in 2005 and is expected to 
increase by 4 percent in 2006, outpacing the absolute increase in 
the recipients of other benefits. 
7. The disparities that exist in benefits for persons who suffer a 
disability due to different circumstances (civilians versus 
soldiers, for example) are so large that one wonders whether 
they are acceptable. It may be time to rethink the social security 
system for the entire population of persons with disabilities. 

The 2006 Social Survey 

1. The most noteworthy finding in the Center’s social survey is 
the public’s strong conviction that the government must spend 
much more on social goals than it is spending today. Even after 
the Second War in Lebanon, 88 percent of respondents believe 
that the social service budgets should be increased. Thus, 
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despite recent developments in the security, economic, and 
political domains, the public still believes it more important to 
tackle social issues than to deal with the defense issues. There is 
almost no difference between income groups in their attitude on 
this issue. 
2. The Taub Index of Social Confidence, which is a more 
comprehensive indicator of the public’s sense of social 
confidence, shows an improvement between 2004 and 2006. 
Confidence increased for all population groups, even though the 
level of confidence varied widely among them. 
3. The survey findings show that respondents felt that their 
standard of living has risen in the past three years. There was 
wide variance among the population groups and the reported 
improvement was much greater among those who were at higher 
socio-economic levels. 
4. In the field of health care, a troubling phenomenon recurred: 
refraining from using essential medical services due to the 
required individual co-payment. The proportion of respondents 
who said they had to forgo a medical service that they needed at 
least once during the past year has been over 20 percent for the 
past few years. The share of elderly and immigrants who gave 
this response was even larger – about one-fourth among these 
groups.  
5. According to the survey findings, 13 percent of the public 
reported having suffered severe economic damage as a result of 
the recent war in Lebanon. Predictably, the effects were much 
worse on residents of the North; 48 percent of people who lived 
in the “shelter zone” and 28 percent of residents in the wider 
“protected-space zone” reported having been badly affected. It 
was also found that the Arabs suffered greater economic damage 
than Jews did and that the self-employed paid a higher price 
than salaried employees. 

 



   
 

The Share of Public Expenditure in GDP in 
View of the Need to Increase Defense 

Spending∗

Zvi Sussman 

Professor Zvi Sussman, 1930–2006 

Professor Zvi Sussman prepared this study at the Taub 
Center in the summer of 2006 and finished its main draft 
before he fell ill. Despite his illness, he continued to work 
on the draft and completed the final version in the hospital 
in the last days of his life. The article reflects his 
indefatigable spirit and deep concern about the strength of 
Israel’s economy and society and culminates his series of 
contributions to the economy and economic research in 
Israel.  

May his memory be blessed. 

The basic guidelines of the new government, presented in May 
2006, stipulated a budget policy that would halt the cutbacks in 
social expenditure in the 2007 budget. The cutbacks to be 
stopped followed those made in 2000–2006, which triggered a 
considerable decline in per capita expenditure on education, 
health care, and, especially, social transfer payments.1 The 
funding for the extra social expenditure was to come from two 
sources2:  

                                            
∗ I thank Rei Kramer for helping immensely in the preparation of the 

manuscript. 
1 Achdut et al., 2006. 
2 Basic Guidelines, 2006. 
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a. raising the ceiling to the increase in total government 
expenditure, starting with the 2007 budget, from 1 percent to 
1.7 percent (matching the expected rate of population 
increase); 

b. considering a long-term cutback in the defense budget starting 
in 2007 and earmarking the savings, if any, for social aims. 

However, the planned changes in the 2007 budget, following 
these principles had no effect on the focal point of the policy: 
reducing the share of general government in the economy. The 
intention was to hold the increase in public expenditure to a rate 
slower than expected growth in business sector and household 
private consumption, estimated at more than 4 percent per year. 
Concurrently to this decrease, the share of government 
expenditure, the tax cuts that had been approved as part of the 
tax reform that began in 2003 were supposed to continue. The 
reform was intended to reduce tax revenue in 2010 by NIS 13 
billion relative to the level that would have prevailed had its 
implementation been suspended in 2007.3  

1. The State Budget in View of the Recent War in     
Lebanon 

The need to increase the defense budget immediately in order to 
cover war-related expenses and war damage to northern Israel 
led to the formulation of a new budget proposal for 2007 (in 
addition to the immediate transfer of NIS 1.7 billion from 
civilian budget lines to defense in the 2006 budget). According 
to the 2007 budget, some of the war damage will be paid for by 
a one-time increase in the expenditure ceiling so that the special 
expenditure may be made outside the basic budget framework. 

                                            
3 State Revenues Administration, 2006. 
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The principles of the post-Lebanon War budget for 2007 may be 
summarized as follows: 
1. The basic budget will continue to grow in coming years at the 

annual rate of 1.7 percent in real terms. 
2. The government will continue in 2007 and subsequent years 

to cut taxes in accordance with the approved reform. 
3. The limit on the rate of increase in general government 

expenditure will be raised on a one-time basis by 2.1 
percentage points in the 2007 budget,4 bringing the adjusted 
maximum increase in 2007 to 3.8 percent (the original 1.7 
percent increase plus 1.6 percent in war expenses and 0.5 
percent for the disengagement). In 2008, the original 1.7 
percent expenditure ceiling is to be raised by another 
percentage point, making it 2.7 percent; this will allow the 
expenditure of an extra NIS 2.2 billion to cover war-related 
and rehabilitation expenses. 

4. The total special expenses (for the war and the 
disengagement) will be financed by raising the 2007 deficit – 
on the basis of a 3.8 percent GDP growth forecast – to a 
maximum of 2.9 percent of GDP instead of 2 percent as had 
been originally planned. 

5. Beyond the special funding for war expenses by non-
recurrent increases in the budget and deficit ceilings, the 
basic budget for 2007 was to grow by NIS 3.9 billion (1.7 
percent). Of this sum, NIS 1.7 billion was allocated to the 
defense budget as a supplement beyond the funding of the 
special war expenses. The remaining NIS 2.2 billion was 
earmarked for an increase in civilian expenditure (mainly for 

                                            
4 This is a 1.6 percent increase to cover the special expenses brought on by 

the war in Lebanon of NIS 3.5 billion – NIS 2.7 billion for the defense 
budget and NIS 800 million to rehabilitate the North – and 0.5 percent to 
cover NIS 1.1 billion in expenses for the disengagement from the Gaza 
Strip and northern Samaria. 
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health care, education, personal social services, and social 
transfer payments). This amounts to a 1.3 percent increase in 
civilian budget expenditure, 0.4 percentage point less than 
the expected rate of population growth in 2007. Changes in 
the structure of social expenditure included reductions in 
expenditure items that stem from coalition agreements and 
non-adjustment of benefits, a measure that would save 
NIS 1.1 billion. 

Improvements that the public had been promised in the social 
service lines were not carried out in the 2007 budget and, 
evidently, will not be made in the coming years’ budgets either. 
The failure stems from two factors. First, there was an 
expectation of financing an increase in civilian expenditure, in 
general, and in social expenditure, in particular, that would be 
faster than the increase in the budget ceiling (1.7 percent per 
year) by gradually reducing the “regular” defense budget. This 
will not happen in 2007; per capita social expenditure will 
continue to decline and will probably continue to do so in the 
years to come. Second, even in the longer term, when it 
becomes possible to hold per capita government social 
expenditure to a constant level within the limit of the 1.7 percent 
spending increase, this leaves no resources for improvements in 
the publicly funded social service, education, and health care 
systems. Therefore, the services will continue to lag behind the 
rise in the average personal standard of living. 

Below an alternative government budget policy for future 
years is presented. It does not replace the plan that would 
finance the special expenditures by means of a one-time increase 
in the budget deficit. Instead, it offers the possibility of 
increasing public social expenditure by raising the basic budget 
expenditure ceiling from 1.7 percent to 3.0 percent in each of the 
years 2007–2010. To prevent the increase in social spending 
from endangering financial stability, the proposal halts the 
ongoing tax cuts that had been planned for the coming years. 
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Thus, raising the basic budget ceiling to 3 percent will have no 
significant effect on the size of the budget deficit or the time 
necessary to attain the deficit and public debt targets at accepted 
European Union levels relative to the Ministry of Finance’s 
planned trajectory and subject to the 1.7 percent limit. The 
alternative will not cause the budget deficit to overrun the 3 
percent of GDP limit in any year, since the increase in 
expenditure will be covered by the increase in tax revenues that 
will become possible by holding the tax rates at their 2006 level 
– a level obtained following a number of tax cuts. 

It is important to emphasize that the main consideration in 
this alternative is to increase social expenditure as much as 
possible without jeopardizing fiscal stability or diverging from 
norms of accepted macro-economic policy. The intent is to 
implement a policy that will allow the state to increase social 
expenditure according to its priorities as long as the supplement 
is covered by taxes and not by a budget deficit that would 
undermine financial stability. The trajectory proposed by the 
Finance Ministry is quite different: its combination of 
downscaling general government expenditure while continuing 
to reduce per capita social spending and implement tax cuts has 
become an aim unto itself and exceeds what is necessary to 
maintain domestic financial stability. 

The alternative trajectory (see Appendix) will make it 
possible to increase government expenditure by NIS 3.5 billion 
in 2007 and another NIS 7.3 billion in 2008. If the path is 
followed until 2010, budget outlays will be NIS 15 billion 
higher that year under the proposed alternative than according to 
the trajectory proposed by the Ministry of Finance. If the 
proposed alternative is adopted, business sector growth will be 
slightly less vigorous than the maximum rate that would be 
attained if the strategy of reducing the government’s share in the 
economy were applied. The advantage of this alternative, 
however, is that it will allow a higher level of public spending 
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on education and health care services even if a limited increase 
in the defense budget becomes necessary in subsequent years. It 
will allow Israel to expand its social service system in order to 
decrease significantly the poverty rates and disparities that have 
been widening in recent years. Indeed, the resumption of 
business sector growth in the past two years proves a point that 
studies on previous periods of growth have established: growth 
is not a substitute for a high level of social expenditure, since 
precisely during the recent two years of rapid growth, poverty 
intensified and the disparities widened significantly. 

2. Financial Stabilization while Cutting Social 
Expenditure and Lowering Taxation of the 
Affluent 

The strategy of reducing the share of general government in the 
economy was conceived in the early 1980s, when public 
expenditure attained heights that were unprecedented in Israel 
and that deviated from levels that characterize developed 
countries. As Table 1 shows, in 1966 the share of public 
expenditure was 34 percent of GDP, slightly below the 36 
percent average in ten small Western European countries. State 
revenues covered all public expenditure and the state budget 
was in balance. 

The rapid increase in government expenditure began after the 
Six-Day War, partly due to steep growth in defense outlays but 
also due to a rise in social transfer payments to households and 
subsidies to businesses (Table 2). Despite tax hikes, revenues 
did not suffice to pay for the increase in expenditure. Thus, the 
state went over from a balanced budget to deficits in the range 
of 10-15 percent, covered largely by loans from the public and 
from abroad. The rapid increase in the public debt raised the 
burden of interest payments to a high of more than 11 percent of 
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GDP. Overall, the share of public expenditure rose between 
1966 and 1980 by 42 percent of GDP and peaked at 76 percent 
of GDP. The upturn was divided among defense (which 
contributed 16 percent of GDP to the increase), transfer 
payments and subsidies (19 percent), and interest payments (10 
percent). 

Table 1. Government Expenditure, Revenues, and Deficit, 
               1966–2005 (Percent of GDP) 

 Year Government expenditure Revenues Deficit 
 Defense Transfers 

and 
subsidies 

Interest Total   

1966 6.8 9.4 1.3 33.8 33.4 0.4 
1980 23.2 28.3 10.1 75.9 61.1 –14.8 
2005 8.0 13.5 5.6 49.1 46.4 2.7 

      
Change in period (%) 
       
1966–1980      16.4 18.9 8.8 42.0 27.7 15.2 
1980–2005    –13.4 –7.4 –5.0 –24.9 –15.6 –9.3 

Source: Bank of Israel (2005), Appendix to Annual Report, Tables A2(1), (2), 
columns “Transfer Payments,” “Direct Subsidies,” and “Credit Benefits.” 
The changes between 1980 and 2005 and the proportions in 2005 are 
according to the new classification of government expenditure. The 
difference is 0.9 percent of GDP in total revenues, 1.9 percent of GDP in 
expenditure, and 2.8 percent in the deficit. 

The central feature of the 1985 Economic Stabilization Policy 
was an unprecedented budget cut that aimed to restore budget 
equilibrium and lower the public debt. The deficits that had 
accumulated over the previous fifteen years brought the public 
debt to dangerous levels. At about the time of the Six-Day War, 
however, the public debt (net) stood at 60 percent of GDP, a rate 
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considered sound under the rules that the European Union 
countries had established. 

Table 2. Budget Deficit and Public Debt, 1966–2005 

Year Budget deficit (–) / 
surplus (+) 

Public debt 

1965  1.8 60.1 
1970 –12.2 78.4 
1975 –21.0 125.1 
1980 –14.8 152.3 
1985  1.0 161.0 
1990 –4.8 119.2 
1995 –4.2 87.6 
2000 –2.0 82.9 
2005 –2.7 86.4 

Source: Table 1. 
* To permit comparison with the 1960s and the 1970s, the debt is expressed 

in net terms. The gross debt, the accepted parameter in international 
comparisons, was 101.9 percent of GDP in 2005.  

The debt rose to 95 percent of GDP by the eve of the Yom 
Kippur War and peaked at 161 percent in 1985, when the 
Stabilization Plan went into effect. Although the Stabilization 
Plan had additional components, its fiscal equilibrium 
provisions were considered crucial in restraining the surging 
inflation. The budget deficit was slashed mainly by reducing 
expenditure but initially there was also large scale assistance 
from the United States Government. The two measures totally 
eliminated the deficit in 1985 and 1986. Even after the special 
assistance was discontinued, the government managed to hold 
the deficit to less than 5 percent and cut it to 2 percent in 2000. 
The deficit decline was reflected in a decrease in the gross 
public debt to 91 percent in 2000. The economic crisis in 2001 
caused the deficit to spike again to 6.7 percent in 2003; the gross 
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debt that year surged to 107 percent of GDP. To cope with the 
worsening fiscal equilibrium, budget cuts were made in the 
second half of 2002 and still deeper ones in 2003. They focused 
on child allowances and income-maintenance benefits but also 
affected in-kind social services (foremost education and health 
care). The combination of budget cuts and the resumption of 
economic growth restored de facto budget equilibrium; in 2005, 
the deficit receded to 2.7 percent and the gross debt to 102 
percent of GDP. 

In Israel’s economic history, periods of external shocks 
(wars, adverse developments in international markets) that 
impair economic activity and instability are recurrent 
phenomena. The fiscal stabilization measures that came in 
response were based mainly on cutting expenditure but were 
sometimes accompanied by tax hikes. Financial stabilization 
was usually attended by declarations about the importance of 
reducing the government’s share in the economy as a long-term 
goal. Ultimately, however, after the non-recurrent spending cuts 
under the 1985 Stabilization Plan, the share of general 
government in the economy remained more-or-less constant on 
both the expenditure side and the revenue side. 

Importantly, the most recent round of fiscal stabilization 
differed from preceding ones in that it was accompanied by 
sizable tax cuts. The cutback in expenditure was deeper than the 
extent needed to restore financial stability; it was also meant to 
pay for the tax cuts. According to the Ministry of Finance 
programs, in 2003-2010 cutbacks in income tax and corporate 
tax were supposed to result in a cumulative tax loss of NIS 127 
billion!5 Factoring in the reduction in Value Added Tax and 
National Insurance contributions, and the introduction of tax 
withholding on capital gains, the net revenue loss occasioned by 

                                            
5 State Revenues Administration, 2006. 
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the planned changes in tax rates in 2003–2010 was estimated at 
NIS 67 billion. 

The state budget is an immensely powerful tool for the 
narrowing of disparities and poverty. This is because the tax 
system is progressive – i.e., it takes relatively more from those 
who can afford it – while social expenditure, for education, 
health care, and benefits, focuses more on the lower income 
deciles. In 2001, before the spending and tax cuts began, the 
budget narrowed economic income disparities at the rate of 49 
percent. An average household in the lowest income decile (the 
bracket of the poorer half of all the poor) gained, in net terms, 
the equivalent of NIS 5,000 per month in education services, 
health care, and benefits, whereas a household in the upper 
decile paid, also in net terms (after subtraction of the value of 
services) around NIS 8,800. In the 2002–2005 period, due to the 
combined outcome of the cutbacks in social spending and taxes, 
the value of the budget subsidy for a lowest-decile household 
declined by NIS 480 while the burden on an upper-decile 
household fell by NIS 1,160.6 Concurrently, the contribution of 
the budget to the narrowing of economic gaps decreased by 7 
percent. Examination of the 2006 budget shows that these trends 
were intended to continue that year and definitely worsened in 
the second half of 2006 because the increase in defense outlays 
entailed cutbacks in other areas of expenditure. Some of this was 
inevitable due to concerns about fiscal instability that would 
bring on a financial crisis. However, part of the adverse effect of 
the budget on economic disparities and poverty stemmed from 
the effect of the tax cuts on the disparities and the need to 
counterbalance the cuts by decreasing expenditures that were 
supposed to reach the lower income deciles.  

                                            
6 Achdut et al., 2006. 
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3. Criticism of the Finance Ministry’s Strategy for 
Downsizing the Public Sector  

Four basic assumptions underlie the Finance Ministry strategy 
for downsizing the share of government in the economy – the 
strategy under which the tax cuts since 2003 have been made: 
a. The public sector is a “burden” to the public, in general, and 

the business sector, in particular. Former Finance Minister 
Benjamin Netanyahu expressed this philosophy in his parable 
about the skinny man (the business sector) who carries a fat 
man (the public sector) on his back. A bulky public sector, 
especially a big welfare system, causes many forms of 
economic harm with little benefit, if any, to the public. 

b. Limiting the increase in public expenditure is an important 
way of spurring growth.7 By cutting expenditure and 
lowering taxes, one can raise the growth rate. On the one 
hand, spending cuts free up inputs for the business sector 
which will use them more efficiently and facilitate faster 
growth. On the other hand, lowering tax rates increases labor 
input, primarily among those with high-level and human 
capital skills, by creating an incentive. Similarly, cutting 
corporate tax encourages investment by making it more 
profitable.8  

c. Faster growth is the most effective way to narrow disparities 
and fight poverty. It creates more jobs and brings into the 
labor cycle more potential breadwinners whose families are 
below the poverty line due to low income. Cutting benefits 
for households that have working-age breadwinners who 
elect to remain unemployed and receive social transfer 
payments, will force them to go to work and, thereby, 

                                            
7 Ministry of Finance, 2006. 
8 Ministry of Finance, 2003. 
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increase the labor force participation rate of less-skilled 
workers. 

d. Child allowances allow large families to lead idle lives, 
encourage parents to have lots of children, and bring families 
into poverty. Cutting these allowances will help to increase 
labor supply. Any saving achieved on account of welfare 
payments will allow a greater budget cut and, therefore, a 
greater tax cut as well, thereby encouraging even more 
growth without prejudicing financial stability. 

The assumptions behind this strategy were adopted without 
thorough examination, even though they immediately affected 
the welfare of large parts of the public. They became the main 
plank in government policy for future years without being based 
on thorough research and, worse still, in total disregard of facts 
relating to the Israeli economy that do not support them. Thus, 
the policy applied not only lacks a basis in research but also 
overlooks studies that do not reinforce its assumptions. 

a. The public sector is not a “burden”; it generates  
     important public goods. 

The main criticism of the small government strategy focuses on 
its view of the public sector as a “burden” on the business 
sector, disregarding highly important "outputs" that government 
generates. 

One of the most important "outputs" of the public sector is its 
contribution to the narrowing of social inequality and poverty. 
Israel’s levels of income disparity and poverty, in terms of 
household economic income, give this country a dishonorable 
place among developed countries, especially with regards to 
child poverty.9 The state budget, by taxing the upper income 

                                            
9 National Insurance Institute, 2005, 2006. 
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deciles more heavily than the lower ones, and by focusing 
allowances and benefits, as well as education and health care 
services on the lower income deciles, is an immensely powerful 
tool for the narrowing of inequality and poverty. The social 
spending cuts in recent years have lessened the beneficial 
influence of the budget on inequality and poverty, creating a 
trend that should be reversed to the extent possible.10 An 
aggressive policy to reduce poverty and inequality is not only 
something that the public demands11; it would also contribute to 
a higher growth rate in the longer term.12  

The budget pays for crucial education and health care 
services that the public would not consume adequately if it had 
to pay for them solely from personal income. There are several 
reasons for this. First, members of weak population groups 
cannot afford these services privately. Second, household 
expenditure on education and health care has favorable effects 
on the public at large; the individual household does not take 
this into account in its resource allocation. Third, some of the 
public’s expenditure on education and health care has positive 
long-term effects.13 Individuals do not properly value the future 
importance of their current expenditure on education and health 
care. Thus, in the 1995–2005 decade, real per capita public 
expenditure on education stagnated and average per capita 
public expenditure on health care edged upward by only 1 
percent. Concurrently, per capita private expenditure excluding 
private consumption of education and health care services 
increased by 15 percent in real terms.14 This trend has been 

                                            
10 Achdut et al., 2006.  
11 Taub Center, 2003. 
12 Iradian, 2005. 
13 In regard to education: Barro, 2001; in regard to health care: Kessler, 

Stang, 2006. 
14 CBS, 2006.  
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worsening in recent years: in 2002–2005, public funding of 
education and health care services declined by 5 percent in real 
terms.15  

b. Israel’s public sector in its current size does not  
    significantly harm growth. 

Many findings indicate that public sector doesn't significantly 
harm business sector growth so long as it does not exceed the 
accepted levels that characterize many developed countries. This 
is stated above all in regard to public funding of education and 
health care services, which amount to an investment in the 
human capital of the potential labor force. The positive 
contribution is not revealed in studies on the short-term effects 
of government spending but is striking in the long-term 
analyses.16 The same should be said about expenditure on the 
social welfare system. It is important to bear in mind in this 
context that when government expenditure narrows disparities 
and poverty, it creates a more stable society that offers a more 
favorable investment climate. Also, the negative effects of taxes 
on business sector growth are not acute, especially in respect of 
personal income tax and VAT. 

Indeed, as Table 3 shows, different countries determine their 
public expenditure and tax rates at different levels in accordance 
with their social priorities. Israel’s tax rates and level of public 
expenditure do not exceed those of developed Western 
European countries of similar size. In this context, the findings 
of two important studies are worth mentioning. One study, 
recently published,17 shows that the large income tax cut in the 
United States in 1986 had only a negligible long-term effect on 

                                            
15 Achdut et al., 2006.  
16 Romero-Avila, D., 2006. 
17 Li, Sarte, 2004. 
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growth – a loss of 0.12-0.34 percent per year – but widened 
inequality significantly. (The Gini index for inequality rose 
between 20 and 24 percent.) This outcome, in the opinion of the 
authors of the study, casts doubt on the ability of tax cuts to 
affect meaningfully the prospects of American economic growth 
in the long run. The second recent study shows that a level of 
social transfer payments that Israel’s Finance Ministry described 
as very harmful does not negatively affect economic growth in 
an average developed country: “Raising social transfers [. . .] 
has no negative effect on GDP of an average OECD country.” 18

The Bank of Israel’s researchers concur: “Israel’s tax burden 
is not high by the standards of [a selection of developed 
countries]. As the process [of cutting the tax burden] moves 
ahead, Israel will have a lower level [of taxation] than most 
developed countries, especially since most developed countries 
have stopped their tax-cutting processes and several European 
countries intend to raise their rates.”19

Another study20 also shows that while there is some negative 
effect of the level of taxation on the growth rate, the positive 
long-term effect of a higher level of government expenditure on 
growth is even greater. Finally, a new study of the components 
of a quality pro-growth macro-economic policy found that the 
anti-growth variable is not necessarily the size of the public 
sector but the budget deficit/GDP ratio (along with the inflation 
rate and administrative intervention in the foreign currency 
market).21

A correct macro-economic policy and the maintenance of 
financial stability are important cards that the government can 
play if it wishes to influence the growth rate favorably. Such a 

                                            
18 Lindert, P. H., 2004. 
19 Bank of Israel, Annual Report 2005, March 2006, pp. 202–203 (Hebrew). 
20  Romero-Avila, D., 2006. 
21 Sirimaneetham, V., Temple, J., 2006. 
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policy, however, should not be based on reducing the public 
sector and cutting taxes below their current levels. 

The choice of downsizing government as a central strategic 
goal of economic policy is evidently a broader reflection of the 
inability or unwillingness of Israel’s political echelon to 
integrate professional assessments into its decision making. In 
any event, many social researchers feel that the policy is 
inadequately grounded in research. “The frequent changes in 
social policy in recent years,” Prof. John Gal notes, “are typified 
less by reliance on empirical findings and conclusions, derived 
at systematically and based on studies, than on ideological, 
political, and budget related motives.”22  

 
Table 3. Are Israel’s Levels of Taxes and Public Expenditure  
               Too High? 

a. Tax Burden, Ten Small European Countries and Israel,  
      2005* (Percent of GDP) 

Ireland 30.2 
Greece 35.7 
Portugal 37.1 
Israel 38.3 
Netherlands 39.3 
Austria 42.9 
Finland 44.3 
Norway 44.9 
Belgium 45.6 
Denmark 49.6 
Sweden 50.7 

 

                                            
22 Gal, J., 2004. 
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b. Public Sector Expenditure,* Ten Small European 
Countries and Israel, 2005** (Percent of GDP) 

Ireland 35.8 
Norway 36.1 
Portugal 47.6 
Greece 47.7 
Belgium 49.1 
Austria 49.5 
Israel 50.8 
Finland 50.9 
Denmark 54.0 
Sweden 57.2 

* Central govern*ment, municipal authorities, and National Insurance 
**  Europe – 2004, Israel – 2005 

c. Growth does not narrow disparities and reduce poverty. 

A society’s level of welfare is determined not only by per capita 
product but also by the distribution of the product among 
households and the size of the disparities between poor and rich 
households. A country’s level of social welfare is also 
determined by the share of the population that lives under what 
the country accepts as the poverty line. Therefore, without 
ignoring the importance of growth, a policy of narrowing gaps 
and fighting poverty even if it reduces somewhat the average 
growth rate of the business sector should not be ruled out ab 
initio. It goes without saying that the existence of large low-
income population groups directly impairs the welfare of 
members of these groups. It is important to emphasize, though, 
that the welfare of the better-off is also impaired by the 
existence of overly large disparities and poverty. What is more, 
the affluent are willing to support a policy that aims to narrow 
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disparities and poverty levels that seem too great to them.23 
Finally, many studies show that there is an economic price to 
large disparities and high poverty levels mainly because of their 
negative impact on investment, productivity and growth,24 but 
also because they result in increased public expenditure on 
health care, law and order, and crime fighting. However, the 
claim that growth in itself will narrow disparities and reduce 
poverty – and that, therefore, it is a preferred substitute for a 
large social service system – is utterly unfounded in research.25  

In this context, data on the effect of the 6 percent per capita 
GDP growth in the past two years (2003–2005) are instructive.26 
Only the strong population groups benefited from the renewed 
growth; the weak ones not only failed to gain but actually lost 
real income and consumption in absolute terms. The most 
comprehensive measure of change in income distribution – the 
Gini Index – points to a 5 percent increase in net household 
income disparity per standard person in 2003–2005, placing 
Israel among the “leading” Western countries in the size of 
income disparities. During this time, net per capita income in the 
lowest income decile, to which 200,000 people belong, declined 
by 1 percent while that in the highest decile (to which the same 
number of households belongs) rose by an unusually high 15 
percent! Changes in per capita consumption followed the same 
trend, decreasing during these years by 3.5 percent in the lowest 
decile while rising by 6.5 percent in the uppermost decile. 

The widening of disparities and the decrease in per capita 
income and consumption in the lowest income decile originate 
in two factors: a decline in the real wages of unskilled and 
poorly skilled workers, in the midst of the growth process, and a 

                                            
23 Taub Center, 2005. 
24 Shai et al., 2000. 
25 Sussman, 2005; Brander, Strawczynski, 2005. 
26 CBS, 2006. 
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budget policy that cut benefits and concurrently reduced taxes 
for the well-off. Evidence of the fact that the weaker workers 
did not benefit from the growth can be seen in the 2.5 percent 
decline in the real wage of poorly skilled male workers in 2003–
2005 and a 7.1 percent increase in the wages of workers in 
academic occupations during the same period. 

d. It is not the social welfare system that created the most  
   frequent kind of poverty, that among working households. 

The cutting of social benefits stems from the belief that Israel’s 
high poverty rates are the result of an excessively generous and 
oversized welfare system. Thus, the poverty problem in Israel 
has been portrayed as one of potential breadwinners who would 
rather live off benefits than go out to work. If so, they may 
emerge from poverty only by being forced to enter the labor 
market. This view totally disregards the findings of many 
studies that point to a completely different reality: 
1. By the standards of developed countries, Israel’s welfare 

system is anything but oversized and its levels of benefits for 
households with working-age adults, in terms of percent of 
GDP, are in no way excessive.27 Furthermore, while Israel 
has been downsizing its welfare system in recent years, there 
has been a rise in the extent of income redistribution in many 
developed countries. A study on redistribution changes in 
thirteen such countries found that the extent of redistribution 
increased in eleven of them.28  

2. Comparison of the effect of welfare system size on poverty 
and disparities in developed countries shows clearly that a 

                                            
27 National Insurance, 2005. 
28 Kenworthy, 2004. National Insurance, 2004, 2006; Kenworthy, 2004. 
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larger welfare system reduces poverty and economic 
disparities.29

3. Most poverty in Israel occurs in low wage working 
households. In 2004/05, about half of all poor individuals, 
measured both by household economic income and by net 
household income after taxes and transfers, had a working 
head of household. For every 100 poor households, as 
defined by economic income in which the adults did not 
work, there were 133 working poor households. For every 
hundred poor persons in households with no working head of 
household, there were 163 poor individuals in working 
households. Furthermore, in 2002-2004/05, the number of 
poor persons (in terms of economic income) among the 
working population increased by 153,000 while the number 
of poor in all other types of households – of elderly and non-
working persons – decreased by 20,000.30 To address the 
problem of working poor households, in which most poor 
children are also concentrated, is of the utmost importance. 
The highest priority should be given to increasing the social 
budgets in order to finance the introduction of a negative 
income tax, a method of subsidizing low wage workers, 
parents, and children that has been implemented successfully 
in several Western countries. 

In contrast to common rhetoric, there was an increase among 
many developed countries in the use of transfer payments and 
taxes to narrow inequality in the economic income of working-
age households (as measured by the Gini index) in the 1980s 
and 1990s (ten of eleven countries examined by Kenworthy and 
Pontusson, 2005). They did so in response to the increase in 
economic income inequality and, as a rule, the higher the 

                                            
29 National Insurance, 2004, 2006; Kenworthy, 2004. 
30 National Insurance, 2006. 
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increase in economic inequality in a country, the higher the rate 
of redistribution by the government. 

4. An Alternative Trajectory: Increase Government    
Expenditure by 3 Percent per Year instead of 1.7 
Percent as in the Finance Ministry Policy 

The recent war in Lebanon found the country in a state of 
macro-economic recovery and financial stability that had been 
attained by reducing budget expenditure for social goals, 
foremost education, health care, and social transfer allowances. 
The cutbacks, however, were steeper than those required to 
restore financial stability; they also were enough to finance, 
during the same period, far-reaching income tax cuts that 
benefited mainly the higher income deciles. As a result of this 
policy, the Israeli economy had attained record levels of income 
disparity and poverty before war broke out. Even raising the 
target rate of the annual increase in public expenditure from 1 
percent to 1.7 percent was not enough to insure the appropriate 
increase in social service expenditure. The need to increase 
defense spending in the aftermath of the war will result in an 
even larger gap in future years between the delivery of publicly 
funded social services and the expected trajectory of private 
consumption. 

The following assumptions underlie the alternative 
trajectory: 
a. The population will increase by 1.7 percent per year, much as 

it has in recent years. 
b. The labor force will grow by 2 percent per year. 
c. The business sector will grow at an average long-term rate of 

4.3 percent per year due to a 1.5 percent rise in total 
productivity, a 2 percent increase in labor supply, and 
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investment at a level that is sufficient to maintain a constant 
capital/output ratio. 

d. A 3 percent increase in public sector expenditure, if the 
public sector product rises by 3.2 percent. Total Gross 
Domestic Product will increase at the rate of 4.1 percent per 
year. The fiscal policy will lower the budget deficit 
progressively each year so that it will be less than 1 percent 
of GDP in 2010, aided by domestic revenues and foreign aid 
at the 2005 level of NIS 15 billion per year. 

e. The policy of gradually lowering the public debt/GDP ratio 
will continue until the ratio declines to 91 percent in 2010, 
with a goal of 70 percent in 2015. The decrease will be 
attained in two ways: holding the debt more or less constant 
in absolute terms (in the absence of a budget deficit) and 
through economic growth. 

The alternative path will make it possible to increase publicly 
funded social service expenditure at a rate exceeding that of 
population increase. The continuation of tax cuts will be 
suspended but the convergence toward a balanced budget will 
continue and the public debt will continue to decline, although 
these fiscal targets will be attained more slowly than they would 
under the Finance Ministry’s trajectory (see below). A year-to-
year breakdown of the trajectory up to 2010 appears in the 
Appendix that follows. 

Table 4. Public Expenditure, Deficit, and Public Debt: 
Alternative Trajectory  

 2006 2007 2010 
Added expenditure (NIS 

billions) relative to 
Finance Ministry path 

– 3.5 15.4 

Deficit as percent of GDP 2.3 3.0 0.7 
Debt as percent of GDP 100.2 98.9 91.2 
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Appendix  
Alternative Trajectory – Suspension of Tax Reform and Raising  
of Expenditure Ceiling Relative to Finance Ministry Policy, 
2007–2010 

 2005 2006 2007 2008 

  Finance 
Ministry 
trajec-
tory 

Finance 
Ministry 
trajec-
tory 
 

Alter-
native 
trajec-
tory 

Increase Finance 
Ministry 
trajec-
tory 

Alter-
native 
trajec-
tory 

Increase 

Budget expenditure        
NIS billions 271.9 274.6 279.3 282.8 3.5 284.0 291.3 7.3 
% of GDP 49.1 47.6 46.5 47.1 0.6 45.4 46.6 1.2 
War funding   4.6 4.6 0.0 2.2 2.2 0.0 

Domestic revenue        
NIS billions 238.4 242.5 249.5 252.4 2.9 256.1 262.7 6.6 
% of GDP 43.0 42.0 41.6 42.0 0.4 41.0 42.0 1.0 

Total revenue        
NIS billions 257.0 261.4 268.5 271.4 2.9 275.3 281.9 6.6 
Deficit 
NIS billions 

 
14.9 

 
13.2 

 
15.4 

 
16.0 

 
0.6 

 
10.9 

 
11.6 

 
2.7 

% of GDP 2.7 2.3 2.6 2.7 0.1 1.7 1.9 0.2 

Public debt         
NIS billions 564.6 577.8 593.2 593.8 0.6 604.1 605.4 1.3 
% of GDP 101.9 100.2 98.8 98.9 0.1 96.7 96.9 0.2 

GDP NIS 
billions 

 
554.0 

 
576.7 

  
600.4 

   
625.0 

 

 
Business sector product and 
public sector (annual avg. % 
increase) 

Business sector Public sector 

Finance Ministry trajectory 4.7 1.8 
Alternative trajectory 4.3 3.2 
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 2009 2010 
 Finance 

Ministry 
trajec-
tory 

Ater-
native 
trajec-
tory 

Increase Finance 
Ministry 
trajec-
tory 

Ater-
native 
trajec-
tory 

Increase 

Budget 
expenditure 

      

NIS billions 288.8 300.1 11.3 293.7 309.1 15.4 
% of GDP 44.4 46.1 1.7 43.4 45.6 2.2 
       
Domestic 
revenue 

      

NIS billions 264.0 273.5 9.5 272.2 284.7 12.5 
% of GDP 40.6 42.0 1.2 40.2 42.0 1.8 
       
Total 
revenue 
NIS billions 

 
 

283.3 

 
 

292.8 

 
 

9.5 

 
 

291.7 

 
 

304.2 

 
 

12.5 
       
Deficit       
NIS billions 5.5 7.3 9.5 2.0 4.9 2.9 
% of GDP 0.8 1.1 0.3 0.3 0.7 0.4 
       
Public debt       
NIS billions 609.6 612.7 3.1 611.6 617.6 6.0 
% of GDP 93.7 94.2 0.5 90.3 91.2 0.9 
       
GDP 650.6   677.3   

 
Differences between the trajectories: 
Alternative trajectory: 3.0 percent annual increase in budget expenditure; 4.1 

percent annual increase in GDP and domestic revenue. 
Finance Ministry trajectory: 1.7 percent annual increase in budget 

expenditure; 4.1 percent annual increase in GDP, 4.1 percent annual 
increase in domestic revenue, less NIS 2.9 billion in 2007, NIS 6.6 billion 
in 2008, NIS 9.5 billion in 2009, and NIS 12.5 billion in 2010, all relative 
to 2006. 
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Government Expenditure on Social 
Services  

After three years of economic recovery and growth, there seems 
to be an increasing awareness that economic growth alone 
cannot narrow Israel’s poverty levels and economic disparities 
in any significant way. In the meantime, the hostilities in the 
North in the summer of 2006 may slow down the rapid 
economic growth and create political and security realities that 
require a rethinking of priorities in resource allocation. Under 
these new conditions, the problem of coping with Israel's socio-
economic issues has become even more complicated and 
difficult.  

The challenge of crafting the desired policy for the 
improvement of the welfare of weak population groups suffers, 
among other things, from difficulties in identifying, measuring 
and, particularly, in comparing cost-benefit ratios among 
different public social outlays. The goal of this survey is to 
contribute to the debate over the government’s socio-economic 
policy by improving its factual base. It describes long-term 
developments in a way that is consistent with previous surveys, 
gauges the main trends in government expenditure on social 
services, and attempts – to the extent possible – to assess the 
effectiveness of the expenditure. 

1. State Budget – Deviations from Planned 
Expenditure 

The state budget reflects the policies and priorities of the 
government. A discrepancy between the budget program and the 
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final expenditure data published at the end of the fiscal year may 
indicate that the policies were either changed or not 
implemented. 

The last year for which there is final expenditure data is 
2005. According to the reports of the Accountant General of the 
Ministry of Finance, total government expenditure that year was 
3 percent lower than the original budget and 9 percent under the 
final budget. These deviations were slightly smaller than in 
2004. Most of the deviations from the original plans, the reports 
explain, were the result of imprecise budgeting and large budget 
reserves that were released too late to be fully used. Further, 
previous year's budget surpluses were transferred and added to 
current year's budget at a late stage which precluded the full 
utilization of these sums. 

Actual government expenditure on social services was no 
exception; it, too, fell short of the budget. According to data 
analyzed by the Taub Center (Table 1), social expenditure in the 
2005 current budget was supposed to come to NIS 93.2 billion; 
various mid-year changes increased the sum to NIS 94.4 billion. 
Utilization, however, was NIS 92.4 billion – NIS 2 billion (more 
than 2 percent) under the adjusted budget. The 2006 state budget 
was not approved until June; until then, government expenditure 
was based on the previous year’s budget. Thus, there was 
massive underutilization in the first half of the year – 7 percent 
in total expenditure and more than 20 percent in social spending. 

Since the discussion of this issue focuses on actual 
expenditure data, the base year for the analysis is 2005. The 
main deviations occurred in expenditure on in-kind services, 
especially education, immigrant absorption, and employment, 
whereas expenditure on income-maintenance held to the budget. 
In comparison with previous years, the rates of deviation 
between budget and actual expenditure in 2005 were not 
exceptional in regard to both the overall expenditure on social 
services and the main expenditure headings (Table 2). There had 
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been some improvement in 2004; the deviations then were 
smaller than in 2003. In 2005, however, they widened again, 
although not at the rates observed in 2003. 

Table 1. Social Expenditure, Current Budget, 2005 – Actual  
               Expenditure versus Budget (NIS billions and 
percent) 
Type of 
expenditure 

Budget 
proposal 

Adjusted 
budget 

Final 
expenditure 

Deviation 
from*: 

    Adjusted   Proposed 
budget        budget  

Total 93.2 94.4 92.4 –1.0 –2.2 
Income- 
maintenance 

 
39.0 

 
39.0 

 
38.9 

 
–0.2 

 
–0.1 

In-kind 
 services 

 
54.2 

 
55.5 

 
53.5 

 
–1.4 

 
–3.6 

Thereof:      
  Education 29.8 30.4 29.4 –1.5 –3.5 
  Health care 16.6 16.7 16.5 –0.4 –1.2 

Personal social 
services 

5.3 5.5 5.4 +0.2 –1.9 

Other services** 2.4 2.8 2.2 –9.2 –22.7 

* Rates of deviation calculated before rounding  
** "Other services" includes mainly immigrant absorption and employment 

Table 2. Social Expenditure, Current Budget, 2003-2005 – 
              Actual Expenditure versus Budget (Percent) 
 Deviation of expenditure from: 
 Proposed budget Adjusted budget 
 2003 2004 2005 2003 2004 2005 
Total –6.0 –2.3 –1.0 –3.2 –1.5 –2.2 
Income- 
maintenance 

–6.1 –4.6 –0.2 –2.2 0.0 –0.1 

In-kind services –5.9 –0.6 –1.4 –4.0 –2.6 –3.6 
Thereof:       
  Education –5.4 –1.0 –1.5 –2.3 –3.0 –3.5 
  Health care –5.6 +1.2 –0.4 –3.8 0.0 –1.2 
  Personal social        
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services –5.5 +0.6 +0.2 –3.7 +0.4 –1.9 
  Other services –16.0 –8.9 –9.2 –25.0 –18.3 –22.7 

2. Economic Developments – Distribution of the 
Benefits of Recent Growth  

At the time of writing it seems the war that erupted in the 
summer of 2006 may have slowed down the economic growth 
process that began in the second half of 2003 and was gathering 
momentum, although it is too early to assess the extent of the 
slow down. It is feared that the recovery and the emergence 
from the severe recession may be adversely affected. It is 
appropriate to ask whether the approach adopted by Israel’s 
economic policymakers in 2002 – reliance on the resumption of 
business sector growth to narrow unemployment and its 
attendant woes –is sufficient. 

Consistent with their overall economic policy, the 
policymakers took measures that assured stability and held the 
growth of the public sector in check. In particular, they held to 
policies of low inflation and budget deficit targets and avoided 
direct steps that would ease the economic plight of weak 
population groups. In fact, some of the measures actually made 
the weak even worse off: the budget deficit target was met 
largely by means of massive cutbacks in social spending, 
foremost in transfer payments. After three consecutive years of 
economic growth, the results are steadily coming into view. 
Regarding the distribution of the fruits of this growth, it would 
seem that a pro-growth macro-economic policy is not enough to 
advance the well-being of society’s weaker strata. 

The expansion of economic activity accelerated in 2005 and 
the first half of 2006. GDP increased by 5.2 percent and the 
business sector product increased by 6.7 percent in 2005, and by 
5.9 percent and 7.4 percent (in annual terms), respectively, in 
the first half of 2006. The war in Lebanon dealt a temporary 
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blow to economic activity although it is too early to assess its 
overall effects on economic growth. 

The growth was accompanied by an absolute and relative 
increase in the economically active population. The labor force 
participation rate rose from 54.5 percent in 2003 to 55.9 percent 
in mid-2006; at the same time, the unemployment rate fell from 
10.7 percent to 8.9 percent. Without belittling the significance of 
the improvement that occurred, it is doubtful that it fulfills the 
expectations that accompanied the resumption of growth. 

Figure 1. Government Expenditure and Per Capita GDP 
Annual average percent change
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About one-fifth of the addition to Israeli employment rates 

during the relevant years was due to the replacement of foreign 
workers with local workers; this had nothing to do with the 
expansion of economic activity. A tough enforcement policy 
reduced the number of non-Palestinian foreign workers by 11 
percent in 2003 and another 9 percent in 2004. The distinction is 
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important in estimating the contribution of economic growth to 
employment, mainly because the opportunities of replacing 
foreign workers with Israelis are limited. Indeed, in 2005, 
despite the declared policy, the number of foreign workers 
increased by 3 percent. 

Table 3. Economic Developments – Positive and Negative              
Indicators (Percent) 

 2003 2004 2005 2006 
(est.) 

Economic growth     
• GDP 1.5 4.8 5.2 4.5 
• Business sector product 2.2 6.8 6.7 5.6 
Employment     
• Labor force participation  54.5 54.9 55.2 55.9* 
• Unemployment rate 10.7 10.4 9.0 8.9* 
• Increase in number of 

Israeli employed 
 

2.0 
 

3.0 
 

3.9 
 

3.5* 
Increase in income and 

standard of living 
    

• Real wage per employee 
post 

 
–3.0 

 
2.5 

 
1.2 

 
1.2** 

• Per capita private 
consumption 

 
–1.0 

 
3.7 

 
1.6 

 
2.8 

Widening of economic gaps 
and increase in poverty 

    

• Unemployment rate:     
 High education level 5.9 5.3 4.4  
 Low education level 16.6 16.1 15.0  

• Change in household 
gross income: 

    

 Top decile  2.5 3.4  
 Bottom decile  –2.6 3.5  
• Gini index of disposable 

income distribution 
 

0.3685 
 

0.3799 
 

.3878 
 

• Incidence of poverty 
among households 

 
19.3 

 
20.3 

 
20.6 

 

• Poverty gap 30.5 33.3 33.1  
* Second quarter (increase in Israeli employed, annualized) 
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** First quarter of 2006 against year earlier period 
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Most population groups benefited from the improvement in 
employment but all groups did not benefit equally. Those who 
gained the most were of higher educational levels: in 2005, the 
unemployment rate among the well educated (16+ years of 
study) was 4.4 percent as against 15 percent among those with 
only a minimum level of education (up to 8 years). As further 
evidence, 80 percent of new workers in 2005 had post-
secondary schooling, even though their share among all Israeli 
employed was 50 percent. 

As employment increased, so did income levels. In 2005 and 
the first few months of 2006, real wages per salaried position 
continued to rise, although more slowly than in 2004 – by 1.2 
percent as against 2.5 percent. Obviously, a differential 
improvement in employment leads to differential rises in 
income. Whereas the real income of high education salaried 
workers increased (in 2005), that of salaried workers with 
medium and low education levels actually declined. When the 
wage increases in 2005 are ranked by industries, a similar 
picture is obtained: industries that have a high proportion of 
employees with high education gave larger wage increases than 
industries with a low proportion of such employees. 

The expansion of economic activity encouraged people to 
join the labor force and decreased the unemployment rate. 
Nevertheless, unemployment remained high in both absolute 
and relative terms. Furthermore, the improvement in 
employment and the increase in income was focused on the 
highly educated; among the poorly educated, the unemployment 
rate remained high and income did not increase. 

Alongside economic growth, the relative economic situation 
of different population groups was also influenced by the 
government’s tax and transfer payment policies. At the same 
time that renewed growth slowed down the widening of gaps in 
economic income distribution, the overall effect of the changes 
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in taxes and transfers caused the widening of disparities in 
disposable income. 

The Gini index of inequality in disposable income rose by 2.1 
percent in 2005 and by 5.4 percent in the past three years. In 
effect, the contribution of taxes and transfer payments to the 
narrowing of income inequality lessened from year to year – 
from 31.5 percent in 2002 to only 25.8 percent in 2005. 

Similar conclusions can be drawn from the data on the 
incidence of poverty. In the past three years, the poverty rate, 
measured in terms of economic income, remained steady among 
households, total persons, and number of children, but increased 
when measured in terms of disposable income. In 2005, the 
incidence of poverty among households did not change 
significantly and the average poverty gap remained unchanged. 
The incidence of poverty among children, however, rose for the 
seventh consecutive year, mainly because child allowances 
continued to erode. 

The contrasting effects of economic growth and improvement 
in employment, on the one hand, and of the tax and transfer 
payment policies, on the other hand, were reflected in an 
increase in the number of poor households headed by working 
people. In 2005, the number of poor households of all kinds 
increased by 4.2 percent whereas that of households headed by 
working poor increased by 10.5 percent and that of poor 
households headed by salaried employees rose by 15.6 percent. 
Thus, job creation and higher labor force participation was not 
sufficient, least of all in the case of salaried employees, to raise 
households out of poverty in 2005. 

In summary, the macro-economic policies that were adopted 
helped to restart growth but the results in terms of employment 
were insufficient. In order to encourage growth, steps were 
taken some of which deepened the economic disparities in 
society and offset the possible favorable effects that the 
expansion of employment and the increase in economic income 
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could have had on the weaker population groups. The only 
conclusion is that reliance on economic growth alone for the 
advancement of weak groups is insufficient; more direct and 
focused policy measures are needed. 

3. Government Expenditure Policy 

According to the official documents, the government’s budget 
policy in recent years has been crafted within the framework of 
a multi-phase plan. In Phase 1 (2003), its purpose was to stop 
the contraction of economic activity. In Phase 2 (2004 and 
2005), it sought to promote the resumption of growth and in 
Phase 3 (2006) it aimed to improve the conditions for the 
consolidation of growth. In 2005 and 2006, a new goal was 
added: strengthening the social fabric. Although the goals 
changed from year to year, identical means were adopted to 
attain them: budget restraint, tax cuts, and structural reforms. 
These vehicles remained in use even when non-recurrent needs 
– the disengagement in 2005, coalition agreements, war costs, 
the rehabilitation of northern Israel after the war in 2006, and so 
forth – had to be met. 

In recent years, the budget has been planned with two 
constraints: a 1 percent maximum rate of real expenditure 
growth and a deficit no greater than 3 percent of GDP. Heading 
into 2007 and in view of coalition agreements that followed the 
2006 elections, it was decided to boost expenditure by 1.7 
percent and to set the deficit target at 2 percent of GDP. To pay 
for the Lebanon war and the rehabilitation of the North, non-
recurrent expenditures were added, raising the planned budget 
deficit in 2007 to 2.9 percent of GDP. 
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Figure 2. Government Expenditure Excl. Debt 
Servicing
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The purpose of the budget restraint was to facilitate growth 

by freeing resources for the use of the business sector. Indeed, 
the ratio of government expenditure to GDP declined: 
expenditure excluding debt servicing accounted for 36.6 percent 
of GDP in 2002, 32.6 percent in 2005, and an estimated 33.6 
percent in 2006 (Table 4). The ratio of government social 
expenditure to GDP also declined between 2002 and 2005 – 
from 19.8 percent to 16.9 percent – and, according to the 
estimate, recovered to 17.2 percent in 2006. The fall in 2005 
occurred despite the declarations about the goal of strengthening 
society. In fact, throughout the period and in 2005, most of the 
decrease in the government expenditure/GDP ratio – 75 percent 
– came at the expense of social spending, even though social 
spending accounted for only half of total government 
expenditure excluding debt servicing. 
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Table 4. Government Expenditure as Percent of GDP  

Social 
expenditure 

Expenditure excl. 
debt servicing 

Total 
expenditure 

 

19.535.450.51999
18.733.948.42000
20.436.352.02001
19.836.651.72002
19.335.652.32003
17.833.847.72004
16.932.647.72005
17.233.648.82006

Without a real change in the composition of the budget, it is 
doubtful whether a policy that holds the increase in government 
expenditure to a rate lower than that of population growth can 
strengthen society. Transfer payments are an important factor in 
the income of the weak population groups and in-kind 
government services count heavily in these groups’ 
consumption. If the budget is kept within its current constraints 
and social expenditure is not increased at the expense of other 
expenditure items, social outlays will decline in per capita 
terms, leading to greater inequity and widening disparities. 

To illustrate how the gaps have widened, the trend in per 
capita private consumption can be compared to the trend in 
government social expenditure on per capita average (Table 5). 
In the 1990s, per capita private expenditure grew by 31 percent 
and average per capita government social spending increased by 
24 percent. In 2000–2005, per capita private expenditure 
increased by another 9 percent while average per capita 
government social expenditure dropped by 13 percent. 
According to the estimate, this trend continued in 2006. Thus, 
the opposing trends in recent years have allowed an intolerable 
gap to open: per capita private expenditure was 46 percent 
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greater in 2006 than in 1990 but average per capita government 
social spending rose by a mere 11 percent. 

Table 5. Private Consumption and Government Social 
Expenditure (Indices) 

Per capita social 
expenditure 

Per capita private 
consumption 

 

100.0100.01990
117.5122.81995
124.2130.71999
123.4137.52000
130.1137.82001
123.3136.12002
118.1134.82003
110.3139.72004
107.5141.92005
111.2145.92006

4. Government Expenditure by Main Areas of 
Activity – Guns or Butter? 

In recent years, about 30 percent of government expenditure has 
been earmarked for debt servicing and the rest has been divided 
between social services (about half of the balance), defense and 
economy and administration. To be precise, in 2005, 31.6 
percent of government expenditure went for debt servicing and 
the rest was divided between social expenditure (51.7 percent), 
defense (25.3 percent), and economy and administration (23 
percent) (Table 6). The share of disposable government 
expenditure (government expenditure after debt servicing) 
continued to contract relative to the previous year and, within 
this aggregate, the share of social expenditure continued to 
decline and that of economy and administration continued to 
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rise. The economy and administration component includes a 
wide variety of activities that range from incentives for 
investment, exports, and research and development to 
maintenance of public order, environmental quality, and other 
matters. The share of disposable government expenditure 
devoted to these uses has been growing steadily for five 
consecutive years. The trend in defense spending changed 
direction: after falling in 2003 and 2004, the share of disposable 
government expenditure for defense increased in 2005. In fact, 
defense spending constituted more than one-fourth of total 
disposable government expenditure in 2005, matching its level 
at the peak of the terror wave in 2002 and exceeding that in all 
years since the early 1990s. 

Table 6. Distribution of Government Expenditure by Main 
Areas (Percent) 

20062005200420032002200119921985 

100.0100.0100.0100.0100.0100.0100.0100.0Total 
  

31.1
  

31.6
  

29.1
  

32.0
  

29.2
  

30.2
  

29.8
  

43.4
Debt 
 servicing 

  
100.0

  
100.0

  
100.0

  
100.0

  
100.0

  
100.0

  
100.0100.0

Disposable       
    expenditure  

49.751.752.654.154.256.151.732.1
Social 
 services 

25.325.324.624.325.423.626.140.2Defense 

25.023.022.821.620.420.322.227.7  
Economy and  
  administration 

 
In 2006, according to the original budget, the share of 

disposable government expenditure continued to decline. The 
proportion of defense spending was to decrease and that of 
economy and administration outlays was to continue rising. The 
share of social spending was expected to grow for the first time 
since 2002. However, the large underutilization of social 
expenditure during the first half of the year, coupled with the 
major budget adjustments due to the war in Lebanon (in the 
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second half of the year), could well result in large discrepancies. 
From a long-term perspective since the mid-1980s, the share of 
social spending in disposable government expenditure climbed 
steadily, accounting for more than half of disposable 
government expenditure in 1992 and peaking at 56 percent in 
2001. The trend turned around in 2002, so that by 2005 social 
expenditure accounted for only 52 percent of disposable 
government expenditure. When the proportion of social 
expenditure was rising, this happened mainly at the expense of 
the share of defense spending. The decline in recent years, in 
contrast, has been accompanied by a proportional increase in 
economy and administration expenditure. 

The issue of tradeoff between defense expenditure and social 
expenditure – or, more generally, between defense and civilian 
uses – again became central on the public agenda due to the 
summer 2006 war in Lebanon. Specifically, it was argued that 
domestic defense expenditure had been cut too seriously (most 
defense imports are financed by American aid grants, which 
have increased) and that economic and social goals had been 
given too much priority in recent years.  

Table 7 presents a comprehensive analysis of domestic public 
expenditure and revenues during the past decade and a half and 
points to the following trends. Throughout this period, the most 
conspicuous change pertained to the decline in the domestic 
deficit – from 7.6 percent of GDP in 1990 to 2.8 percent of GDP 
in 2005. The change reflects the high priority given to the 
maintenance of economic stability and the effect of the 
ideological approach shared by all governments since the 
inflation crisis of the mid-1980s that favored a smaller role of 
government in the economy. 



                                                                  Israel’s Social Services 2006 66  

Table 7. Components of Public Sector Domestic Expenditure 
and Revenues, 1990–2005 

 Percent of GDP Rate of change 
 (percentage points) 

 1990 1995 2000 2005 '90–
'95 

'95– 
'00 

'00–
'05 

'90–
'05 

Domestic  
  defense 
  consumption 

 
 

10.0 

 
 

7.5 

 
 

6.6 

 
 

6.3 

 
 

–2.5 

 
 

–0.9 

 
 

–0.3 

 
 

–3.7 
Domestic  
  civilian     
  consumption 

 
 

16.5 

 
 

20.0 

 
 

19.3 

 
 

19.5 

 
 

+3.5 

 
 

–0.7 

 
 

+0.2 

 
 

+3.0 
Investment 2.8 3.3 2.5 2.4 +0.5 –0.8 –0.1 –0.4 
Total domestic        
   demand 29.3 30.8 28.4 28.2 +1.5 –2.4 –0.2 –1.1 
Taxes 37.4 38.9 39.0 37.6 +1.5 +0.1 –1.4 +0.2 
Transfer  
   payments to   
   public, net 

 
 

10.6 

 
 

11.0 

 
 

11.3 

 
 

10.8 

 
 

+0.4 

 
 

+0.3 

 
 

–0.5 

 
 

+0.2 
Taxes less transfer        
   payments to  
   public 

 
26.8 

 
27.9 

 
27.7 

 
26.8 

 
+1.1 

 
–0.2 

 
–0.9 

 
0.0 

Direct  
   subsidies 

 
2.8 

 
1.3 

 
0.9 

 
0.8 

 
–1.5 

 
–0.4 

 
–0.1 

 
–2.0 

Interest  
   payments 

 
6.6 

 
5.0 

 
4.3 

 
4.1 

 
–1.6 

 
–0.7 

 
–0.2 

 
–2.5 

Revenue from        
   property and 
   other 

 
4.3 

 
4.0 

 
2.5 

 
3.5 

 
–0.3 

 
–1.5 

 
+1.0 

 
–0.8 

Domestic  
   deficit 

 
7.6 

 
5.2 

 
3.4 

 
2.8 

 
–2.4 

 
–1.8 

 
–0.6 

 
–4.8 
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The decline in the domestic deficit since 1990 – by 4.8 
percent of GDP – was a result of a 2.5 percent of GDP reduction 
in interest payments to the public (occasioned, in turn, by the 
decline in the deficit and the government debt/GDP ratio), a 2 
percent of GDP cutback in direct subsidies, and 1.1 percent of 
GDP reduction in domestic demand. In the opposite direction, 
domestic revenues from property and other sources dropped by 
0.8 percent of GDP. Overall, the cutback in the domestic deficit 
was achieved with no increase in the tax burden. Tax revenues 
and net transfer payments to the public increased insignificantly 
– by 0.2 percent of GDP in each component – and the share of 
taxes less net transfer payments to the public was unchanged. 

Within total domestic demand, there was a tradeoff between 
domestic defense consumption and domestic civilian 
consumption: over the decade and a half, defense consumption 
fell by 3.7 percent of GDP and civilian consumption increased 
by 3 percent. 

Dividing the period into sub-periods shows that the main 
changes occurred in the first half of the 1990s and that the 
relative shares of the various expenditure and revenue 
components remained nearly unchanged in the years 2000-2005. 
In particular, domestic defense consumption declined by only 
0.3 percent of GDP in the past half-decade. Since GDP 
increased during that time, absolute domestic defense 
expenditure actually rose; in constant prices, it was 3 percent 
greater in 2005 than in 2000. 

5. Social Expenditure – In-Kind Services and 
Transfer Payments 

Social expenditure pays for services delivered directly by 
government, services provided to the public by other public and 
private institutions with full or partial government participation 
in financing, and transfer payments via the National Insurance 
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Institute. The in-kind services include education, health care, 
personal social services, public housing, and assistance for new 
immigrants. The main transfer payments are child allowances, 
benefits for the elderly and survivor benefits, allowances for 
persons with disabilities, unemployment compensation, and 
income-maintenance benefits. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 3. Government Social Expenditure, Total Budget
NIS billions, 2005 prices
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In 2005, NIS 98.3 billion was spent on social purposes, 

mostly – 94 percent – through the current budget. In 2002-2005, 
social expenditure decreased by 11 percent in cumulative real 
terms: 3.3 percent in 2002, 2.4 percent in 2003, 4.9 percent in 
2004, and 0.7 percent in 2005. The year 2005 was the fourth 
consecutive year of decline in government social expenditure, 
although the rate of decrease slowed relative to previous years. 
In absolute constant sums, social expenditure was NIS 12.3 
billion lower in 2005 than in 2001. 
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The relatively steep decrease came about after a continuous 
upward trend since the mid-1980s (in 1984-2001, the average 
annual increase was 5.5 percent). 

The 2006 budget provided for a real increase in social 
expenditure. Since utilization is expected to fall far short of the 
original plan, however, the downward trend may well have 
continued this year, too. In 2005, NIS 59.4 billion was 
earmarked for in-kind services (60.4 percent of the total) and 
NIS 38.9 billion for transfer payments. 

Social expenditure, as stated, is divided between in-kind and 
in-cash services. In-kind services are delivered by government 
ministries and the attendant expenditure is fully included in the 
state budget. Most transfer payments, in contrast, are made by 
the National Insurance Institute and the state budget covers the 
difference between total payments and revenues from National 
Insurance contributions from the public. For a full picture of the 
social expenditure, the discussion that follows (and the data in 
the Appendix) relates to total transfer payments from the 
government (including National Insurance Institute) to the 
public. 

Over the years, the share of in-kind expenditure has been 
trending downward and that of transfer payments has been 
trending up (Table 8). A noteworthy deviation from this overall 
development occurred in the early 1990s, due to mass 
immigration from the former Soviet Union and the need to 
provide hundreds of thousands of immigrants with public 
housing. Later in the 1990s, the share of in-kind expenditure 
declined by 11 percentage points and that of transfer payments 
increased commensurably. In recent years, expenditure on in-
kind services has accounted for roughly 60 percent of total 
government social expenditure and transfer payments have made 
up the remaining 40 percent. 
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Table 8. Social Expenditure, by Main Components (Percent) 
Transfer 
payments 

In-kind 
services 

Total  

30.7 69.3 100.0 1980 
42.4 57.6 100.0 1989 
28.9 71.1 100.0 1992 
40.4 59.6 100.0 2001
41.0 59.0 100.0 2002
39.9 60.1 100.0 2003
39.5 60.5 100.0 2004
39.6 60.4 100.0 2005
38.5 61.5 100.0 2006

 
The changes in the composition of social spending reflect 

large differences in the development of each component in the 
1980s and 1990s (Table 9).1 In-kind service expenditure was 
more or less constant throughout the 1980s, increased steeply in 
the first half of the 1990s due to needs related to immigrant 
integration, and leveled off again in the second half of the 
1990s. Transfer payments, in contrast, continued to rise in real 
terms for two decades without interruption. Thus, whereas 
expenditure on in-kind services doubled from the beginning of 
the 1980s to the beginning of the twenty-first century, transfer 
payment outlays more than quadrupled. In 2002–2005, in 
contrast to a common misconception, the cutbacks in social 
expenditure reduced both components equally. 

                                            
1 Real changes in expenditure on in-kind services were calculated by 

deflating by the Public Civilian Consumption Price Index, whereas transfer 
payments were deflated by the Consumer Price Index. 
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Table 9. Development of Main Components of Social               
Expenditure (Indices, constant prices, 1980 = 100) 

 In-kind services Transfer payments 
1980 100 100 
1989 99 175 
1996 190 271 
2001 196 405 
2005 175 357 
2006 187 368 

6. In-Kind Social Services 

Expenditure on in-kind social services was NIS 59.4 billion in 
2005 as against NIS 59.9 billion in 2004 and NIS 66.5 billion in 
2001 – a cumulative decrease of around 11 percent since the 
beginning of the decade. Within the aggregate of in-kind service 
expenditure, education is the largest item – around NIS 30 
billion or slightly more than half of the total expenditure last 
year. 

a. Composition of Government Expenditure on In-Kind Social     
Services 

The changes in the composition of expenditure on in-kind social 
services (Table 10) were affected strongly by the mass 
immigration that occurred in the early 1990s. The increase in 
immigrant absorption expenditure, especially investment in 
housing, resulted in a proportional increase in expenditure on 
“Other Services” – an aggregate that includes mainly the 
budgets of the Ministry of Construction and Housing and the 
Ministry of Immigrant Absorption. In recent years, the effect of 
this factor has been lessening. Excluding the impact of mass 
immigration, the share of education spending in the total has 
been remarkably stable (about half of expenditure on in-kind 
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services in the 1980s and the first half of the current decade), 
health care expenditure has fallen in relative terms (from about 
one-third of service expenditure in the 1980s to about one-fourth 
at the beginning of the current decade, with a slight upward 
trend in the past two years), and the share of expenditure for 
personal social services has increased slightly, especially since 
the mid-1990s. 

Table 10. Composition of In-Kind Social-Service  
                 Expenditure (Percent, current prices) 

Other Personal 
social 

services 

Health 
care 

Education Total  

12.65.233.748.5100.01985
10.76.833.149.4100.01989
44.44.219.132.3100.01992
24.45.826.343.5100.01995
17.57.724.850.0100.02001
16.18.725.449.8100.02002
15.98.625.050.4100.02003
13.68.927.350.2100.02004
12.29.128.250.5100.02005
14.69.026.749.7100.02006

b. Government’s Share in National Education and Health    
Care Expenditure2  

National education expenditure comprises spending on all 
public and private education institutions from preschool to 
higher learning, household outlays for tutoring, textbooks, and 
the like, and expenditure for the construction of new education 
institutions and acquisition of equipment. National health care 
expenditure comprises spending on all health care services 
provided by clinics, hospitals, private physicians, and dentists, 
                                            
2 The data in this section are based on estimates by the Central Bureau of 

Statistics and may differ slightly from data in other parts of the survey, 
which are based on Taub Center calculations. 
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plus private expenditure for medicines and medical instruments, 
government research and administration in the field of health 
care, and investments in health care institutions’ buildings and 
equipment. The funding of national expenditure on education 
and health care is divided between general government 
(including municipal authorities) and households.3  

Figure 4. Government Financing of National Education 
and Health Expenditure

Percent of respective total national expenditure
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According to estimates of the Central Bureau of Statistics, the 

share of national education expenditure in gross national 
income4 increased from 9.1 percent in 1995 to 9.7 percent in 
2000 and 2002 and receded to 9.2 percent in 2003 and 9.1 
percent in 2004. However, the share of general government in 

                                            
3 In recent years, around 3 percent of national education and health care 

expenditure has been covered by donations or unknown sources. 
4 Recently a new method of calculating gross national income in the national 

accounts has been applied retroactively since 1995. 
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funding the total has been decreasing all along: from 80 percent 
in the mid-1990s to 77 percent in 2002–2003 and 75 percent in 
2004. 

The share of national health care expenditure in GDP stood at 
7.9 percent in the mid-1990s, rose to 8.6 percent in 2002, and 
then fell from year to year to 8.1 percent in 2005. As with 
education, the government has been steadily cutting back on its 
share in financing national health care expenditure, but to an 
even larger extent: from 74 percent of total national health care 
expenditure in 1996–1998 to 65 percent in 2005. 

As the share of general government in funding national 
education and health care expenditure has been falling in 
proportional terms, household private expenditure has been 
rising significantly. This development – the “privatization” of 
the funding of education and health care services – carries the 
risk of increasing inequality in the consumption of these 
services. Indeed, at least in respect to health care, the Taub 
Center surveys indicate that much of the public has refrained 
from using some medical service due to the cost of the co-
payment. Some of the increase in private expenditure for 
education can be linked to the development of the higher 
education system (establishment of colleges, etc.) and gives 
evidence of the widening circle of Israelis who acquire higher 
education.  

c. Government Expenditure on Education 

The government spends more on education than on any other in-
kind social service. In 2005, the government spent NIS 30 
billion on education, matching the 2004 expenditure but falling 
short of expenditure in 2003 by about NIS 2 billion, for a real 
decrease of 6 percent. 

In constant prices, government expenditure on education was 
9 percent lower in 2004 and 2005 than in 2001. From the mid-
1980s until 2001, this expenditure climbed steadily at an 
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average annual rate of 5.3 percent in real terms. The growth was 
especially vigorous in 1989-1996 – at 8.2 percent per year – 
because the education system had to expand in order to 
accommodate new pupils who had arrived in the mass 
immigration of the early 1990s. After 1997, the rate of increase 
slowed to only 0.2 percent per year. 

The discussion that follows focuses on two main aspects: 
changes in priorities and developments in the quality of 
education. 

An assessment of government priorities in education 
spending may be made by plotting the distribution of current 
expenditure among the levels of education (Table 11). Thus, the 
distribution of expenditure has not changed markedly in the past 
decade and a half, including the 2006 budget program. The most 
visible change has to do with a proportional increase in spending 
on preschools, reflecting the expansion of compulsory education 
to the 3 year-old age groups. Another change, the proportional 
decrease in expenditure for yeshivot (religious institutes of 
higher learning), is evidently the result of the elimination of 
redundancies after the relevant budget was transferred from the 
Ministry of Religious Affairs to the Ministry of Education. This 
relative stability over a lengthy period of time may indicate that 
the expenditure path was affected much more by demographic 
trends (the “autopilot” effect) than by policies and priorities, 
which exerted only a slight influence. 

Table 11. Distribution of Current Education Expenditure –
Main Components (Percent) 

 1990 1995 2000 2004 2005 2006 
Total 100.0 100.0 100.0 100.0 100.0 100.0 
General expenditure 7.8 7.1 7.0 6.8 7.1 7.5 
Preschool 4.9 4.6 6.1 7.7 7.4 7.3 
Primary 26.7 28.5 26.4 28.7 29.3 29.4 
Post-primary 34.5 34.6 35.5 35.9 34.3 33.9 
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Higher education 17.2 17.4 18.3 16.6 18.0 17.4 
Vocational training 3.1 3.0 2.6 2.2 1.9 2.4 
Yeshivot 5.8 4.8 4.1 2.1 2.0 2.1 

 
Another aspect of priorities pertains to the distribution 

between the current budget and the development budget. The 
development budget includes expenditure for the construction, 
renovation, and equipping of schools, i.e., expenditure related to 
adjustment of the physical infrastructure of the education system 
for the future. In the past two years, only 2 percent of total 
government education expenditure has been earmarked for the 
development budget. In constant 2005 prices, development 
expenditure was NIS 1.2 billion in 1998–2001, NIS 852 million 
in 2002–2003, and NIS 556 million in 2004-005 (all in annual 
average terms). The declining level of investment, low to begin 
with, raises the possibility that investment in the future is being 
neglected. Given the natural increase of the pupil population, a 
dangerous gap between needs and available infrastructure may 
form, with a likely detrimental effect on the quality of 
education. Although an increase was built into the 2006 budget 
(10 percent over 2005), a real response to the disparity would 
require much more. Furthermore, experience in recent years 
points to considerable discrepancies between program and 
implementation. 

Current expenditure on per pupil average, in constant prices, 
may be considered a rough indicator of overall education 
quality. Table 12 presents data on the change in average per 
pupil expenditure in the past decade by levels of education, and 
partial data on the change in average per pupil classroom hours. 
The relationship among the changes gives some indication of an 
improvement in efficiency.  
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Table 12. Average Per Pupil Expenditure and Classroom 
Hours (Period percent change) 

 1995–2000 2000–2005 1995–2005 
Avg. per pupil expenditure   
Total +7.1 -11.9 -5.7 
Primary +5.3 +1.6 +7.0 
Post-primary +4.1 12.6 –9.0 
Higher education -3.7 -20.7 –23.6 
Avg. per pupil classroom hours   
Primary +10.2 -3.3 +6.6 
Post-primary +3.1 -4.5 -1.6 

During the entire decade, average per pupil expenditure 
throughout the system fell by about 6 percent. The decline was 
especially steep in higher education but was also rather marked 
at the post-primary level. In primary schooling, in contrast, 
expenditure increased. In fact, the period is composed of two 
distinct sub-periods. In the second half of the 1990s, average per 
pupil expenditure increased throughout the system, including the 
primary and post-primary levels, and dropped sharply in higher 
education. In the first half of this decade, expenditure continued 
to rise modestly at the primary level but declined significantly at 
the post-primary level, in higher education, and in the system at 
large. Thus, the quality of education seems to have declined, 
especially in the past five years. 

This finding, however, should be qualified by several 
additional remarks. First, the steep decrease in average per 
student expenditure in higher education does not necessarily 
mean that the quality of education fell commensurably; it may 
reflect a change in the mix of students. In the past decade, 
higher education enrollment increased by 60 percent, from 
160,000 to 260,000, and most of the increase was absorbed by 
colleges and other new academic institutions that have lower 
average per student cost than the veteran universities. Second, at 
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the primary education level, average per pupil expenditure and 
average per pupil classroom hours increased at similar rates. 
Thus, quality may have improved even though efficiency did 
not. Finally, at the post-primary level both average per pupil 
expenditure and average per pupil hours decreased, but since the 
decline in the latter parameter was smaller, improved efficiency 
may have helped to prevent a decline in education quality. 

d. Government Health Care Expenditure 

In 2005, the government spent NIS 16.7 billion on health care, 
2.7 percent more in real terms than in 2004. 

From a long-term perspective (back to 1980), the trend in 
government health care expenditure falls into three periods. The 
first ten years, 1980-1989, were typified by stability. In the 
following seven years, 1990-1996, rapid growth took place and 
expenditure rose by about 50 percent in a stepwise manner. 
During the subsequent decade, expenditure leveled off with 
small fluctuations (except for a 6.2 percent decrease in 2000 
relative to 1999). 

If real expenditure remains constant over a period of years, 
average per capita expenditure decreases. Furthermore, the 
prices of health care services tend to rise more quickly than the 
general price index.5 The combination of stable outlays, 
population growth, and the increase in the relative price of 
health care services leads to the estimate that the delivery of 
government funded health care services to the public has eroded 
by 25-30 percent since 1997. 

                                            
5 The health care services price index (included in the Consumer Price 

Index) climbed in 2000–2005 by roughly 9 percent more than the total 
CPI. During the same years, the price per day of inpatient care rose by 
roughly 10 percent more than the CPI. 
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Figure 5. Average Per capita Government Expenditure 
on Health Care

Constant NIS thousands
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Government health care expenditure includes investments in 

buildings and equipment. These investments fell from NIS 685 
million per year in 1993-1997 to NIS 348 million per year in 
1998-2003 and only NIS 168 million in 2004-2005 (all in 2005 
prices). In the past two years, only 1 percent of total government 
health care expenditure has been earmarked for investment. As 
with education, underinvestment erodes the physical 
infrastructure of the health care service system and may be 
reflected in poor service quality in the future. 

Current expenditure is divided between participation in 
financing health insurance (actually, funding of health care 
services that are delivered by non-governmental institutions) 
and direct expenditure on in-kind health care services. Over the 
years, the share of government participation in health insurance 
has been falling and that of direct private spending has been 



                                                                  Israel’s Social Services 2006 80  

rising (Table 13). Some of the decrease in transfers to other 
institutions originates in the elimination of the “parallel health 
tax” (paid by employers) in 1997. 

In direct expenditures there is a distinct reduction in spending 
related to general inpatient care while there were moderate 
increases in expenditure on psychiatric and long-term care. The 
changes in the distribution of the expenditure indicate that the 
focus is being placed on special health care services. 

Table 13. Distribution of Current Health Care Expenditure 
Main Components (Percent) 

200620052004200019951990 

100.0100.0100.0100.0100.0100.0Total
 

67.0
 

67.3
 

67.2
 

66.0
 

70.0
 

71.2
Participation in  
   insurance 

33.032.732.834.030.028.8In-kind expenditure 
100.0100.0100.0100.0100.0100.0Total 

2.33.13.53.411.910.0General inpatient care 
25.027.325.322.623.221.9Psychiatric care 
23.121.824.520.817.217.1Long-term care 
18.418.618.622.117.214.0Public health 
21.229.228.131.130.537.0Other* 

* Includes health care expenditure outside the Ministry of Health budget, 
mainly National Insurance outlays for maternity hospitalization, treatment 
of workplace casualties, etc. 

e. Personal Social Services 

The personal welfare services are administered by the Ministry 
of Social Affairs and municipal welfare bureaus. In 2005, the 
government spent NIS 5.4 billion on these services, a real 
increase of less than 1 percent over 2004, following a 3 percent 
cumulative real decrease in 2003-2004. 

In the 1980s, until the Long-Term Care Insurance Law was 
passed in 1988, expenditure was around NIS 1.8 billion per year 
(in 2005 prices) with minor year-to-year fluctuations. Since 
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then, annual expenditure has been increasing steadily and has 
roughly tripled. 

Government expenditure on personal social services is 
divided into two main groups: long-term care benefits (44 
percent) and other services, including social services for 
children and teens, care for the elderly, care for special 
population groups, (marginalized youth, persons with 
disabilities, and the mentally disabled), and personal and family 
welfare services  – both institutional and community-based. 

7. Transfer Payments – The National Insurance 
System 

For more than two decades, until 2001, transfer payments to the 
public via the National Insurance Institute increased 
continuously – at real annual average rates of 6 percent in the 
1980s and 8 percent in the 1990s and up to 2001. An abrupt 
turnaround occurred in 2002 after it was decided to decrease 
benefits, change the eligibility rules, and toughen enforcement: 
transfer payment outlays declined by 2005 to NIS 38.9 billion, 
approximately NIS 5 billion or 12 percent less, in real terms, 
than the peak level in 2001. 

The rates of decrease from the peak to 2005 were spread 
unevenly across the various kinds of transfers (Table 14). The 
cumulative decline was especially steep in unemployment 
compensation (47 percent), child allowances (45 percent), and 
income-maintenance benefits (26 percent). In contrast, general 
disability benefits increased. If the change is calculated as a 
proportion of the total decrease in transfers, it can be seen that 
cutbacks in child allowances accounted for 71 percent, in 
unemployment compensation for 35 percent, and income-
maintenance benefits for 19 percent. 
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Table 14. Decreases in Transfer Payments –2005 versus 2001 
 Absolute 

change 
(NIS 

millions) 

Relative 
share in 

change, % 

Cumulative 
rate of 

change, % 

Total -5,140 100 -11.7 
Old-age/survivors -54 1 -0.3 
Child allowances -3,647 71 -44.9 
General disability 1,162 23 18.4 
Unemployment -1,777 35 -47.1 
Income-maintenance -990 19 -26.4 
Other 166 3 2.9 

The reasoning behind the turnaround in the government’s 
transfer payment policy was serious. Since the benefit levels and 
eligibility rules were legislated, the government had to budget in 
continuous annual increases in transfer payments, if only for 
demographic reasons (population increase including 
immigration, plus changes in the population’s composition). 
Added to this was a seemingly liberal interpretation and 
generous application of the eligibility rules and a rise in the 
public’s awareness of benefits and rights. Gradually, social 
transfer payments became a heavy burden on the budget: their 
share in government expenditure, in current prices, rose from 7 
percent in 1980 to 11 percent in 1990 and 16 percent in 2001. In 
view of this, the government adopted the approach that in order 
to lower expenditure and the budget deficit to levels that 
characterize stable economies, the transfer payment policy had 
to be changed. At the same time, as economic growth froze and 
employment rates among Israelis declined, it was argued that 
transfer payments were creating a disincentive to labor – 
especially among those of low income. As specific evidence, the 
critics noted the steep increase in the number of working age 
recipients of income-maintenance benefits: from about 9,900 
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households in 1982 (when the Income Maintenance Law went 
into effect) to 32,000 in 1990 and 155,000 in 2003. Thus, the 
benefit cutbacks were meant to stimulate participation in the 
labor force. 

However, the cutbacks that were adopted claimed a socio-
economic price that cannot be disregarded. The combination of 
social transfer payments and the tax system is designed to 
mitigate in some way inequality in national income distribution. 
The effect of taxes and transfer payments on lowering the Gini 
index of income distribution has been declining in recent years – 
from 32.5 percent in 2001 to only 25.8 percent in 2005. 
Likewise, the two systems have been less effective in reducing 
the incidence of poverty: the percentage of poor households as 
measured by disposable income was 47.5 percent lower than 
that of poor families measured by economic income in 2001, as 
against only 38.5 percent lower in 2005. 

Furthermore, transfer payments serve as a social safety net 
that is supposed to assure weak population groups – the elderly, 
persons with disabilities, the unemployed, etc. – a minimum 
income at an appropriate ratio to society’s general standard of 
living. The effect of the cutbacks in transfer payments, then, 
should be tested not only in absolute terms but also in relative 
terms. 

One way to measure this is to calculate the ratios between the 
various transfer payments, on per recipient average, and the 
average standard of living, reflected in per capita private 
consumption, at different points in time. The first point chosen 
was 1989, when the impact of mass immigration from the 
former Soviet Union had not yet become evident. (Due to data 
availability issues, the first point of reference is 1990 for child 
allowances and 1991 for unemployment compensation.) The 
second point was 2001, preceding the government’s decisions 
reversing the long-term trend in transfer payments. The last 
point is 2005, the last year for which full expenditure data exist. 
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To gauge the changes in 2005, data for 2004 are also presented. 
The changes that occurred in these ratios are shown in index 
terms, with 1989 as the base year (Table 15). 

Table 15. Average Benefits Relative to Average Standard of  
Living (Percent) 

 1989 2001 2004 2005 
Old-age and survivors 100 92 83 83 
Child allowances 100* 76 43 39 
General disability 100 106 104 102 
Unemployment 100** 111 111 101 
Income-maintenance 100 94 71 68 

*   1990    **1991 

In all types of benefits, a lower ratio was found in 2005 than 
in 2001. Furthermore, in regard to old-age and survivors’ 
benefits, child allowances, and income-maintenance, the ratio 
was lower in 2005 than at the initial point in time. (The ratios in 
disability benefits and unemployment compensation were 
similar at both points.) The decreases were steepest in child 
allowances and income-maintenance. In 2005 alone, the gap 
between average benefits and average standard of living was 
unchanged with respect to old-age and survivors’ benefits, 
continued to widen in child allowances and income-maintenance 
(although much more slowly than in previous years), and 
appeared for the first time in unemployment compensation. 
Even though these rough calculations have their drawbacks, 
they lead to the inescapable conclusion that the cutbacks clash 
with a policy of proportionality, as outlined above. 

The largest component of transfer payments is old-age and 
survivors’ benefits (Table 16). The level of expenditure on this 
item depends mainly on the size of the elderly population and 
the proportion of this population group that receives 
supplementary income-maintenance benefits. In the 1990s, the 
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increase in expenditure was furthered by an influx of elderly 
members of the mass immigration, many of whom also needed 
income supplements. As part of the policy introduced in 2002, it 
was decided to make a general cutback in benefits, raise the age 
of eligibility, expand the income tests, and link the benefits to 
the Consumer Price Index instead of the national average wage. 
Consequently, outlays were roughly 4 percent lower in 2002–
2003 than in 2001, even though the number of recipients grew. 
Expenditure increased by 1.9 percent in 2004 and by another 1.7 
percent in 2005, bringing it back to its beginning-of-decade 
level. Contributing to the increase in 2005 was an increase in the 
income supplement component, a decrease of the overall 
cutback from 4 percent to 1.5 percent and by the adjustment of 
the benefit to price increases. 

Table 16. Distribution and Change in Social Transfer 
Payments – Main Components (Percent) 

Annual 
average 

%  change 

2005 2004 2001 1995 1990  

2002–
2005 

1991–
2001 

      

3.1–7.8100.0100.0100.0100.0100.0Total 
0.1–6.041.840.937.040.544.6Old-age/survivors 

13.8–6.011.512.418.522.822.2Child allowances 
4.310.219.318.414.411.611.3General disability 

14.7–9.45.15.58.66.7Unemployment       `    7.3

7.4–17.47.17.68.55.93.3
Income-
maintenance 

0.7–9.215.215.213.012.511.3Other 

In most years, child allowances ranked second place in 
expenditure rate. In the 1990s, expenditure for this purpose 
increased due to three main changes: cancellation of the freeze 
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on first- and second-child allowances, the extension of 
eligibility to households headed by non-army veterans, and the 
Large Families Law. The decisions that the government has 
taken since 2002 include, but are not limited to, a 15 percent 
reduction in benefits and phased equalization over seven years 
of the benefits for each child irrespective of birth order (and, for 
children born after June 2003, immediately). For these reasons, 
the real expenditure on child allowances has fallen by 45 percent 
in recent years and is expected to continue declining as 
additional phases of the plan are implemented. In 2005, the 
decline in child allowance outlays came to roughly 8 percent. 

Expenditure on disability benefits increased rapidly 
throughout the period in question, especially since the mid-
1990s. This is the only type of transfer payment that the 2002 
cutback policy left untouched. In fact, a special benefit was 
added for persons with severe disabilities, another for disabled 
persons with especially low earning capacity, another for 
disabled children, etc. Expenditure on disability benefits 
increased by 4 percent in 2005, for reasons including the effect 
of the increase in retirement age, which leaves persons with 
disabilities in the disability benefit system longer than before. 

Expenditure on unemployment compensation and income-
maintenance benefits was the fastest growing type of social 
transfer in the 1990s. The steep rise reflected not only the 
economic deterioration and the spreading unemployment that 
occurred at that time but also greater public awareness of 
eligibility for these benefits. Unemployment compensation 
expenditures increased in the 1990s despite various crackdowns. 
Since 1995, for example, unemployed young people (up to age 
35) have been required to accept any job offered them, and since 
1999 the maximum unemployment compensation payment has 
been capped. The decisions from 2002 onward, in contrast, have 
brought down expenditure steeply. The new policy lengthened 
the qualifying period for unemployment compensation, limited 
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the maximum term of eligibility for younger unemployed 
persons, and reduced compensation for the chronically 
unemployed and participants in vocational training programs. 
The income-maintenance benefit was cut by 4 percent and the 
maximum levels of the benefit were reduced by 10–23 percent, 
depending on household composition. Furthermore, eligibility 
for the higher rate benefit was eliminated for certain age groups 
of new applicants, the parameters of the income test were 
modified, exemptions from the employment test were cancelled 
in certain cases, and various discounts (on municipal property 
tax, public transport fares, etc.) were reduced or cancelled for 
the newly unemployed. The decrease in expenditure in 2005 – 
roughly 7 percent – also reflects the improvement in 
employment: the number of income-maintenance recipients 
decreased and the unemployed received compensation for less 
time. 

Social transfer payments are funded by National Insurance 
contributions from the public, state-budget participation, and 
interest revenue from the National Insurance Institute’s financial 
reserves. Since 1987, as part of the government policy to reduce 
labor costs, contributions from employers and the self-employed 
have been reduced and the Ministry of Finance has been 
reimbursing the National Insurance Institute for the difference. 
In analyzing the changes in the composition of funding sources 
over time, this reimbursement was included in the state budget 
participation, along with government participation in financing 
contributory benefits and government funding of non-
contributory benefits. In most years, in fact, revenues from 
public contributions and the state budget were greater than the 
transfer payments disbursed (Table 17) and the remainder – after 
operating expenses – allowed the National Insurance Institute to 
build up its interest bearing financial reserves, which are kept 
with the Accountant General of the Finance Ministry. 



                                                                  Israel’s Social Services 2006 88  

Until 2002, the share of state budget participation was greater 
than that of public participation by several percentage points. 
The cutbacks in benefits and the 1 percent increase in National 
Insurance contributions from employers and the self-employed, 
coupled with a concurrent cutback in the rate of Finance 
Ministry indemnification starting in July 2002 brought the 
shares of the two sources into equilibrium in 2003. This allowed 
the share of contributions from the public to exceed that of state 
budget participation in the past two years. 

Table 17. Funding Sources for Transfer Payments (Percent) 

 Total benefit 
outlays* 

Contribution
s from public 

State budget 
participation** 

1990 100 44 50 
1995 100 33 67 
2000 100 46 49 
2001 100 43 51 
2002 100 44 51 
2003 100 49 50 
2004 100 52 50 
2005 100 54 50 

* Net of third-party compensation 
** Not including crediting of interest on account of reserves deposited with 

the Accountant General of the Finance Ministry  

8. Conclusion 

The economic growth process and expansion of economic 
activity that began in the second half of 2003 encouraged people 
to join the labor force and lowered the unemployment rate, even 
though it still remains high. Furthermore, the improvement in 
employment and the attendant increase in income focused on the 
well educated; among those with a low level of education, 
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unemployment remained high and income did not increase. 
Some of the measures that were taken to encourage growth 
exacerbated economic disparities and offset the benefits that the 
growth in employment and the increase in economic income 
could have had for the weaker population groups. Consequently, 
the evidence leads to the conclusion that a pro-growth macro-
economic policy is not enough to advance the well-being of 
society’s weak groups. Instead, more direct and focused 
measures are needed. 

Although the government’s budget policy included the goal 
of “strengthening the country's social fabric,” the share of social 
expenditure in GDP continued to decline in 2005 for the fourth 
straight year. The proportion of social spending in total 
disposable government expenditure also continued to fall. In 
fact, the budget restraint in 2002–2005, which was meant to 
facilitate economic growth by freeing resources for the use of 
the business sector, was to a large extent achieved at the expense 
of social spending. 

Social expenditure increased steadily during a period of two 
decades if not longer and peaked, in terms of its share in 
disposable government expenditure, in 2001. The trend turned 
around in the following year. During the years of proportional 
growth, it came about mainly at the expense of the share of 
defense spending. The decline in recent years, in contrast, was 
accompanied by an upturn in the proportion of expenditure for 
economy and administration. If the “guns and butter” tradeoff 
cut too deeply into the “guns” component, as has been argued, it 
did not do so in recent years. In fact, defense outlays in 2005 
surpassed one-fourth of total disposable government 
expenditure, equaling their level during the peak of the terror 
wave in 2002 and exceeding outlays in all years since the early 
1990s. Analyzed from a different perspective, in the most recent 
five-year period the share of domestic defense consumption in 
GDP fell by only 0.3 percentage points, and since GDP 



                                                                  Israel’s Social Services 2006 90  

increased, absolute defense consumption grew and was 3 
percent higher in 2005, in constant prices, than in 2000. 

Actual social expenditure was under the planned budget in 
2005 – not for the first time – and seems to have been under 
budget again in 2006, according to the partial data available. 
The main deviation occurred in expenditure on in-kind services, 
whereas the utilization of social transfer payment funds 
approximated the planned budget. Within the overall social 
expenditure, the distribution between in-kind and in-cash 
services was unchanged for an additional year. Thus, the 
cutbacks since 2002 have reduced both components at more-or-
less the same rate, in contrast to the widely held belief that 
transfer payments took the brunt of the blow. 

The proportion of national expenditure on education and 
health care in GDP has been declining since 2002. Concurrently, 
the share of general government in financing these services has 
been falling and that of households has been rising. This 
“privatization” of funding may result in greater inequality in the 
consumption of education and health care services. 

During the past decade and a half, including 2006 in 
accordance with the budget program, no major changes occurred 
in the distribution of current education expenditure among the 
levels of the education system. This relatively long period of 
budget stability indicates that the expenditure path may have 
been affected much more by demographic trends (the 
“autopilot” effect) than by policies and priorities, which exerted 
a small influence only. 

In the past five years, average per pupil expenditure 
increased modestly at the primary level but fell significantly at 
the post-primary level and in higher education. Since the 
increase at the primary level was accompanied by a decrease in 
average classroom hours per pupil, it may reflect a lowering of 
efficiency and not necessarily an improvement in quality. At the 
post-primary level, in contrast, both average per pupil 
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expenditure and average per pupil classroom hours declined. 
However, since the decrease in the latter parameter was smaller, 
it is possible that greater efficiency helped to prevent a 
significant decline in education quality. Finally, the decrease in 
average per student expenditure in higher education is largely 
indicative of a change in the mix of service recipients and not of 
a decrease – at least not at the same rate – in the quality of 
education provided. 

Government health care expenditure has been constant in real 
terms for a decade now. The combination of unchanging 
expenditure, population growth, and the increase in the relative 
price of health care services has led to an erosion in the delivery 
of government funded health care services to the public by a 
magnitude of some 25-30 percent since 1997.  

Investments in the development of physical infrastructure in 
the education and health care systems have been inconsequential 
in recent years and are trending down. The low and declining 
level of investment raises concern about the formation of a 
dangerous gap between needs and available infrastructure in the 
future. 

The trend in social transfer payments to the public by means 
of the National Insurance Institute turned around steeply in 
2002. Transfer outlays decreased by approximately 12 percent in 
real cumulative terms during the four years following the 2001 
peak. The decline was focused on child allowances, 
unemployment compensation, and income-maintenance benefits. 
Consequently, the gaps between average benefit levels and the 
general standard of living have widened and the social safety net 
that the transfer payments represent has frayed. In 2005 as 
against 2004, the gap between average benefits and the average 
standard of living was unchanged in regard to elderly and 
survivors but continued to widen with respect to children and 
income-maintenance recipients, although much more slowly 
than in previous years. Furthermore, a gap of this kind appeared 
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for the first time in regard to recipients of unemployment 
compensation. 

Until the past two years, the share of state budget 
participation in funding social transfer payments exceeded that 
of contributions from the public. The benefit cuts and an 
increase in the rates of National Insurance contributions from 
employers and the self-employed brought the two sources into 
equilibrium in 2003 and caused contributions from the public to 
exceed state-budget participation in 2004-2005.  

  



The Education System 

This year’s chapter reviews developments in the education 
system over the past decade (1995-2005) with emphasis on two 
main dimensions: major developments in enrollment and the 
teaching force, and analysis of the resources allocated to the 
system. The first part of the analysis deals with major changes in 
the first of these dimensions – changes that affect the character 
and the quality of the education system. The major 
developments of the system are not new and have been assessed 
in the past. Nevertheless, because of their importance it is 
necessary to review them, briefly, in order to obtain a clearer 
understanding of these developments and their effects. The 
second part of the survey focuses on resource allocation to the 
education system: the budget, characterization of the resources, 
and the developments of recent years. 

A. Main Developments  
1. Enrollment 

A society’ age composition has a powerful effect on the needs 
and related costs of its education system. Usually, the maturing 
of a society has an effect on education expenditure: the larger 
the share of enrollment at the higher levels of education, the 
larger the share of education expenditure in national product, 
mainly because higher education is more expensive. 

In the past decade, the main changes in this field took place 
in the Jewish population. The proportion of the 0-19 age group 
fell from 36 percent to 33 percent; the change in the Arab 
population was much smaller – a dip from 51 percent to 50 
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percent. Israel’s population (both Jews and Arabs) is much 
younger than that of most Western countries: 28 percent of its 
population falls into the 0–14 age group as against 17 percent on 
average in other Western countries. In the estimation of OECD 
researchers, this will require an 11 percent increase in Israel’s 
education budget over the coming decade, as against a 6 percent 
(average) decline in the education budgets of the OECD 
countries.1  

Table 1. 0-19 Age Cohort as Percent of Total Population, by 
             Sector, 1995–2005 (Percent) 

1995 2000 2005 
Arabs Jews Arabs Jews Arabs Jews 

51 36 51 34 50 33 

Composition by sector. The changes in age structure are 
integrally related to changes in structure by sector. These 
changes acted in two opposing directions: immigration had an 
upward effect on the proportion of Jews in the education system, 
especially in the 1990s (including non-Jews among the 
immigrants, who mostly enrolled in Jewish education 
institutions). Natural increase, in contrast, is having a steady 
upward effect on the share of non-Jews (Arabs, Bedouin, and 
Druze) in Israel’s schools. Another factor is the population of 
Arab children who reach Israel from the occupied territories and 
enroll in the education system. (Their proportion in the total has 
ranged from 1 percent to 3 percent in recent years; see separate 
publication on lateral mobility of students in the Israeli 
education system.2) 

Table 2 shows the rapid increase in the share of Arab sector 
in total school enrollment during the past decade. The 
distribution at the primary and lower secondary levels reflects 
                                                 
1 OECD, 2006. 
2 Blass and Duchan, 2006.  
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the phenomenon well because the enrollment rates at these 
levels, in both sectors, verges on 100 percent. Thus, in these age 
groups the proportion of the Arab sector rose from 22 percent to 
27 percent in the past decade. 

 
Table 2. School Enrollment by Sector and Level of 

Education, 1995–2006 (Percent distribution) 
 1995 2000 2005 
Level Jewish 

sector  
Arab 
sector 

Jewish 
sector 

Arab 
sector 

Jewish 
sector 

Arab 
sector 

Total 83 17 79 21 75 25 
Public  
  preschool 

 
92 

 
8 

 
86 

 
14 

 
78 

 
22 

Primary 79 21 75 25 73 27 
Lower  
  secondary 

 
78 

 
22 

 
80 

 
20 

 
74 

 
26 

Upper  
  secondary 

 
85 

 
15 

 
85 

 
15 

 
81 

 
19 

 
Composition by origin. A noteworthy trend in the 

demographic development of the Jewish population is an 
increase in the share of second-generation Israel-born. These 
rates are especially high among children and have been rising 
steadily in the past decade – from 67 percent to 78 percent in the 
0-4 age group and from 36 percent to 55 percent among those 
aged 15-19. By implication, in 2005 a majority of Israeli 
children were the offspring of Israel-born parents. 

Composition by religious orientation. The composition of 
the education system in the Jewish sector is also affected by 
differences in demographic characteristics and, in particular, 
differences in fertility rates and family size. These differences 
are reflected in changes in the composition of enrollment by 
school systems, which are differentiated chiefly by their 
religious orientation. The difference in rates of natural increase 
among groups that are differentiated by religious orientation 
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stands out particularly in the Jewish education system but also, 
apparently, has parallels in Arab society.3  

 

Figure 1. Second Generation Israel-Born, Jews
By age, percent
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Haredi (ultra-Orthodox) education settings expanded rapidly 

over the years, slowing down only in the past two or three years. 
This expansion stems mainly from a higher birth rate among this 
group as compared to both the non-haredi religious, and the 
secular population. Only a fraction of the growth is attributable 

                                                 
3 These changes are easy to monitor in the Jewish system because the 

separation of religious streams is set in the organizational structure of the 
education system. In the Arab system, the large majority of schools belong 
to the State system but there, too, Muslim religious settings have expanded 
and Christian Arabs have been turning to church-affiliated schools. 
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to lateral movement, i.e., students switching from one school 
system to another.4  

Table 3 itemizes the total enrollment in the Jewish sector, at 
all levels of education from pre-school to upper secondary, by 
school systems. The growth rate of haredi schools turns out to 
have been much higher in 1995–2000 than in 2000–2005 – 
doubling at the primary and post-primary levels during the first 
period but rising by “only” 25 percent during the second period. 
Among preschoolers (at the “pre-compulsory” or pre-
kindergarten level), the share of haredi schooling rose during an 
eight-year period from 26 percent to 35 percent, while that of 
the State-Religious and State systems decreased by 5 percent 
and 4 percent, respectively. Although the pre-kindergarten 
enrollment data are not complete, it was quite surprising to find 
that 35 percent of children of this age are being given haredi 
schooling. Notably, however, the share of haredi education falls 
steadily at higher levels of study. By kindergarten, its proportion 
is smaller even though it, too, is on the upswing – from 17 
percent to 24 percent. (At the kindergarten level, State-Religious 
enrollment is declining more quickly than the State system.) 

There is much evidence that the growth process of haredi 
education has been slowing and may even have stopped. Table 3 
shows the distribution of students at all levels between the 
Jewish school sectors. It shows that the growth rate in the haredi 
school system was much greater in the years 1995-2000 than in 
2000-2005. The aforementioned study on lateral movement of 
students in the education system pointed to the beginning of this 
phenomenon in recent years by finding that proportionally more 

                                                 
4 Lateral movement of student populations has been discussed elsewhere and 

it was shown that, for the most part, parents’ choices of types of schools 
for their children have been stable over time. See Blass and Duchan, 2006. 
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students move from haredi schools to State schools than the 
other way around.5

Table 3. Enrollment in the Jewish Sector, by Sub-Systems, 
1995–2005 (Percent distribution) 

 1995 2000 2005 
Level State State-

Reli-
gious 

Other State State- 
Reli- 
gious 

Other State State-
Reli-
gious 

Other 

Pre-
kinder- 
  garten 

 
54 

 
20 

 
26 

 
55 

 
18 

 
27 

 
50 

 
15 

 
35 

Kinder-  
  garten  

 
66 

 
17 

 
17 

 
66 

 
16 

 
18 

 
62 

 
14 

 
24 

1st grade 68 21 10 60 19 20 56 19 25 
Primary 68 21 10 61 20 19 58 19 23 
Lower 
secondary   

 
82 

 
18 

 
— 

 
81 

 
18 

 
— 

 
80 

 
20 

 
— 

Upper  
secondary   

 
74 

 
18 

 
7 

 
68 

 
17 

 
15 

 
64 

 
17 

 
19 

* The data for the two preschool levels are based on the Ministry of 
Education’s educational management information system and pertain to 
1997 instead of 1995. 

In sum, demographic changes are having far-reaching 
effects. Conditions in the economic and scholastic environment 
of large portions of the haredi population, the Arab population, 
and some of the population on the geographic and social 
periphery are such that at least half of Israel’s children and teens 
are being educated in settings that often fail to guarantee the 
minimum achievements that are necessary to function in a 
modern society.6  
                                                 
5 Blass and Duchan, 2006. 

6 Obviously, not all Arabs and haredim are weak students. These population 
groups include excellent students whose abilities and talents in no way fall 
short of those of other groups. The underlying conditions of their 
education, however, inhibit the attainment of achievements in areas of 
study and expertise that a modern society considers normative and 
acceptable. 
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Thus far, it has been the custom to discuss this issue in terms 
of “equal opportunity in education” and “narrowing of gaps.” 
However, when nearly half of the pupil population is at issue, it 
is a vital national problem. Due to the large scale educational 
shortcomings that stem from years of neglect and discrimination 
of the Arab sector and the totally different curriculum that 
children in the haredi systems study, Israel’s society and 
economy are at risk. The risk is one of a deterioration of Israeli 
society and its economy to a level that will not allow the 
continued improvement in economic and social infrastructure to 
provide the social and educational services that all of its citizens 
deserve. The threat facing Israel’s infrastructure of human 
resources is not only a threat to continued overall national 
development but to the efforts to enable its weaker population 
groups to advance. If this happens, social disparities will only 
widen and worsen. 

2. Teachers 

The general population of teachers, at all levels of education and 
in both Jewish and Arab sectors, has several common 
characteristics. Some characteristics, though, have different 
strengths when comparisons are made between different levels 
of education and in different sectors. This can be seen, for 
example, in comparisons between preschool and school teachers 
in the Jewish and Arab systems (Table 4).  

On the whole, the average age of teachers has been rising 
significantly. The proportion of young teachers (up to age 29) is 
declining rapidly and that of older ones is rising very rapidly. By 
the same token, those teaching at the higher school levels are 
usually older teachers. Thus, more than 37 percent of upper 
secondary teachers in the Jewish sector are “old” (50+). The 
same process is taking place in the Arab sector but much more 
slowly because the rapid development of this sector in recent 
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years has led to more intensive hiring of young teachers. The 
rapid increase in average teacher age will result in the large 
scale retirement of teachers in the near future and the creation of 
a problem that demands serious attention: the formation of 
pockets of severe shortages of teachers. 

The anticipated retirement of older teachers is also affected 
by changes in the average number of teaching hours in a full-
time salaried position. At the pre-primary level, the number of 
hours of the average post has declined considerably, mainly due 
to the possibility of hiring substitute kindergarten teachers for 
one day a week. At the other levels of education, the number of 
teaching hours in a full-time position has been increasing in the 
Jewish system and declining in the Arab system. The gap 
between the sectors is narrowing although the number of 
teaching hours is still greater in the Arab sector. 

There is a real difficulty in arriving at reliable national 
projections of teacher supply and demand due to severe 
fragmentation among sectors, age groups, school systems, 
geographical districts, and subjects taught. Nevertheless, schools 
and local authorities must be ready for the expected 
developments. National level planning should insure appropriate 
numbers of new teachers, provide incentives for currently 
employed teachers to take on additional teaching hours and 
defer retirement, and encourage retirees to rejoin the system. 

Finally, policymakers should note that the process of 
“academizing” the teaching profession has come to almost total 
fruition. It is nearly complete at the post-primary level and is 
well along at the pre-primary level (in which some 60 percent of 
kindergarten teachers hold academic degrees) and at the primary 
level (almost 70 percent). 
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Table 4. Characteristics of Teaching Personnel, by Levels of 
Education, 1995–2005 

 1995 2000 2005 
Level Jewish Arab Jewish Arab Jewish Arab 
Preschool      
Age:  

up to  29 (%)* 16 42 9 38 7 33 
50+ (%)* 10 3 19 5 31 8 

With degree (%)* 15 2 36 18 64 58 
Avg. weekly hrs.  24.6 26.3 25.2 28.6 22.2 24.8 
Avg. tenure (yrs.) 13.5 11.4 16.2 10.1 18.1 10.6 

Primary        
Age: 

 up to 29(%)* 19 28 19 34 12 31 
50+ (%)* 12 7 18 8 24 12 

With degree (%)* 31 16 53 39 70 65 
Avg. weekly hrs. 20.6 24.4 20.7 24.1 21.3 23.6 
Avg. tenure (yrs/) 13.8 13.4 14.4 12.5 15.8 11.8 

Lower secondary      
Age: 

 up to 29(%)* 14 23 13 27 5 23 
50+ (%)* 14 8 22 10 33 13 

With degree (%)* 60 43 77 65 90 83 
Avg. weekly hrs. 18.8 19.8 19.3 20.0 19.4 19.8 
Avg. tenure (yrs.) 14.7 13.4 15.7 13.3 18.5 13.5 

Upper secondary     
Age: 

 up to 29 (%)* 11 24 10 22 7 20 
50+ (%)* 22 10 31 13 37 15 

With degree %)* 70 73 77 74 83 84 
Avg. weekly hrs. 18.8 22.0 18.4 21.8 19.4 22.0 
Avg. tenure (yrs.) 17.1 12.3 18.3 13.1 19.5 13.5 

* Percent of all teachers 
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B. National Education Expenditure and the     
Ministry of Education Budget 

This part of the chapter focuses on the level of resources 
allocated to education. The discussion begins by describing the 
share of education in total national expenditure during the past 
decade and the distribution of expenditure among levels of 
education and various fields. The comparison of Israel’s 
education expenditure with that of the OECD countries lends an 
important dimension to this discussion by pointing to the 
steadily widening gap between Israel and other countries in 
recent years. 

The next section concerns itself with government expenditure 
on education as reflected chiefly in the Ministry of Education 
budget, the main vehicle of government spending on education.7 
The discussion deals with the various definitions of the Ministry 
of Education budget, how they correspond, the absolute size of 
the budget over the years, the size of this budget relative to the 
total government budget, and its size relative to changes in 
enrollment, as reflected in per pupil expenditure. The purpose in 
examining these indicators is to answer the question, “What is 
the real budget?” 

The rest of this section discusses the composition of 
education expenditure by main items, focusing on the allocation 
of budgets to selected target population groups, foremost pupils 
from socio-economically weak groups and those with special 
needs (special education). 

                                                 
7 Public expenditure on education includes, apart from expenditure by central 

government, spending by municipal authorities and NPOs. Government 
expenditure on education includes outlays by the Ministry of Education 
and other ministries (such as Industry, Trade, and Employment and Social 
Affairs) for education. Ministry of Education spending also includes 
expenditure for purposes that are not “education” in the narrow sense of 
the term, such as the Antiquities Authority, museums, culture, and so forth. 
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1. Are Education Resources Growing or Shrinking? 

The numbers that indicate the amounts of money spent on 
education over the past decade point to a real increase in 
national resource allocation.8 Expenditure climbed from NIS 37 
billion to NIS 45 billion between 1995 and 2002 and remained 
stable at the 2002 level for the ensuing two years. The absolute 
increase was coupled with an upturn in national education 
spending as a share of gross national income, from 9.1 percent 
to 9.7 percent. Only in 2004 did this decline, reverting to the 
1995 level of 9.1 percent. 

Interestingly, the distribution of the education expenditure 
hardly changed during this time. The share of the pre-primary 
level in national education spending hovered around 9 percent, 
primary education 27 percent, post-primary education 25-26 
percent, and post-secondary and higher education were 20-21 
percent of the education budget. 

                                                 
8 The choice of years for the comparison period is very important. Where 

possible, the time period examined was the past decade in order to present 
a full picture of the expenditure developments. However, one must be 
aware that 1996 and 2001 were relatively “good” years for the system 
whereas 2003 was a relatively “bad” one. 
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Table 5. National Education Expenditure as Share of Gross               
National Income 

 Total (NIS billions, 
2000 prices) 

Percent of gross 
national income 

1995 37 9.1 
1996 39 9.4 
1997 40 9.5 
1998 41 9.4 
1999 42 9.4 
2000 43 9.2 
2001 44 9.7 
2002 45 9.7 
2003 45 9.2 
2004 45 9.1 

a. Changes in Per Pupil Expenditure, by Level of Education 

The Taub Center data show that the increase in per pupil 
allocation for education was uneven over the years, rising at 
some levels of education and falling at others. Overall, there was 
a noticeable difference between the second half of the 1990s 
(1995–2000) and the early 2000s (2000–2004); budget cuts were 
steeper in the latter period than in the former. Per pupil 
government spending on education increased in 1995–2001 and 
declined in 2001–2004, by 30 percent and 7 percent, 
respectively. The downward trend was arrested in 2005 and 
expenditure at all levels increased slightly in 2006. For the 
decade as a whole, the increase came to around 20 percent. 

Figure 2 describes the changes by levels of education. Thus, 
expenditure on early childhood education increased steadily and 
significantly during the past decade. At the primary level, it rose 
slowly until 2001, leveled off until 2004, and increased slightly 
in 2004–2006. At the post-primary level, the downturn persisted 
until 2005 and was followed by a slight increase in 2006. 
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Figure 2. Per Pupil Education Expenditure, Current 
Budget, by Levels of Education
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b. Comparing Israel with the OECD Countries 

Contrary to recent claims,  Table 6 shows clearly that the OECD 
countries spent more on education – in average per pupil dollar 
terms adjusted for purchasing power differences (PPP) – than 
Israel did throughout this period (except for the preschool level 
in 1995). 

The disparities between the OECD average and Israel 
widened significantly during the past decade (1995-2003), as 
per pupil national expenditure rose by only 2 percent in Israel 
(in constant prices) as against 33 percent on average in the 
OECD countries. Figures 3 and 4 substantiate this and show the 
comparison. 

These figures should be kept in mind when discussing 
Israel’s poor achievements on international scholastic tests, most 
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of which are conducted on the very age groups on which Israel 
has been spending less and less. It may suffice to stress the 
decline in Israel’s per pupil expenditure on post-primary 
education relative to the OECD average – from 96 percent in 
1995 to only 86 percent in 2003. 

Table 6. Per Pupil Expenditure by Level of Education, Israel 
and OECD, US $, PPP 

 Israel OECD 
Pre-primary   
1995 2,763 2,631 
2002 3,663 4,922 
2003 3,718 4,959 
Primary   
1995 3,485 3,595 
2002 4,887 5,272 
2003 5,017 5,055 
Post-primary   
1995 4,776 4,971 
2002 5,767 6,992 
2003 5,959 6,936 
Post-secondary and higher   
1995 10,444 10,446 
2002 11,295 13,343 
2003 11,945 14,598 

Source: CBS, Statistical Abstract of Israel, 2005, 2006 
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Figure 3. Per Pupil Education Expenditure 
by Levels of Education, Israel and OECD Average
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c. Adjustment of Expenditure to Changes in Needs of the   
Education System 

In discussing the level of education services that the system is 
expected to deliver, it is  important to take into account changes 
in the demographic, sectoral, and socio-economic composition 
of the pupil population, as well as changes in the overall 
standard of living that affect public demand and preferences. 

The demographic (age) composition of the pupil population 
affects the allocation of budgets for education because the costs 
of education vary between age groups. As previously discussed, 
during the past decade the share of preschoolers rose from 2 
percent of total enrollment to 5 percent, that of primary school 
enrollment declined by 2 percent, and the share of post-primary 
enrollment rose by about 1 percent. These changes had almost 
no effect on the overall level of expenditure. 

The socio-economic composition of the pupils reflects the 
rapid proportional increase of Arabs and haredim in enrollment. 
Typically, these two population groups have low socio-
economic rankings. Since the system claims to engage in 
affirmative action, this should be reflected in increased 
allocations, and a demand for larger budgets. However, since the 
budget allocation for pupils in both these groups and especially 
Arab pupils is below the average in the State system, the 
increase in enrollment is reflected, paradoxically, in a decrease 
in the per pupil budget for these two sectors. 

Increase in teachers’ wages (wage creep). In recent years, 
education personnel have been experiencing three processes that 
have had the effect of increasing their wages: average seniority 
has risen (each year of seniority raises a teacher’s wage by about 
2 percent), the average teacher’s age has risen (which makes 
more teachers eligible for a reduction in working hours for a 
post that is still considered full-time), and the proportion of 
teachers who hold academic degrees is rising steadily. (Adding a 
bachelor’s degree increases a teacher’s wage by about 5 percent, 
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a master’s degree by another 7.5 percent, and a Ph.D. by another 
6.5 percent.) On the other hand, the aging of teaching faculty 
lowers the proportion of women teachers who benefit from a 
reduction in working hours for mothers of young children. 

The increase in the general standard of living usually 
induces parents, teachers, and students to insist on 
improvements in working and learning conditions in schools and 
preschools. Among many examples are demands for the 
installation of air-conditioning, computers, and various 
technological aids in offices and classrooms. (Admittedly, the 
resulting improvement in the level of service may not 
necessarily enhance the level of studies.) 

In sum, taking all these factors together (in addition to 
natural growth), it may be inferred that to maintain a constant 
level of service, resources should have been growing by at least 
1-2 percent per year. Figure 5 shows the gap between the 
expected per pupil expenditure assuming the need for a 
minimum annual increase of 1.5 percent and the actual increase. 
The gap in 2006 stood at around NIS 3,000 per student – 17 
percent. Thus, the claims of stability in the average per student 
expenditure, which included stagnation at the primary level and 
a cutback at the post-primary level, seem to reflect disregard for 
developments in the education system’s socio-economic milieu. 
The end result is a decrease in the level of budgeting and service 
for students – especially at the post-primary level. 
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Figure 5. Per Pupil Government Expenditure on 
Education, Current Budget
NIS thousands, 2005 prices
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2. The “Real” Level of the Education Budget 

To discuss the education budget, one must know and understand 
its many definitions. The main reason for the importance of 
distinguishing among the definitions is the size of the budget, 
more than NIS 25 billion. Any 1 percent change in the budget 
means NIS 250 million in one direction or another. Below is a 
brief review of the various definitions of the Ministry of 
Education budget and descriptions of their use. 

The budget proposal that is written for the approval for the 
Knesset (the “Blue Book”) includes two different budgets: gross 
and net. The gross budget proposal includes all outlays, 
including those covered by revenue from non-tax sources, or – 
in the budget jargon – revenue-dependent expenditure.9  
                                                 
9 The 2005 budget provides examples of this at various levels of education: 

revenues included some NIS 500 million in local authorities’ participation 
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The net budget proposal relates to expenditure from 
Ministry of Education sources only.10  

The effective budget is the budget as shaped in final form at 
the end of the fiscal year. It reflects changes – increases or cuts 
– that the government decides to carry out during the year, as 
well as changes and transfers among line items within the 
budget. 

Budget utilization (final expenditure) carries the greatest 
significance in political, educational, social, economic, and 
practical terms. The final  expenditure report, published by the 
Accountant General of the Ministry of Finance, is important 
because it represents the final financial expression of the policy 
in effect. 

The last two figures (effective budget and final expenditure) 
provide an accurate reflection of the resources available to the 
government ministry and their use. 

Each of the definitions presented above includes the word 
“budget.” In addition, the data in the official publications of the 
Ministry of Education reflect the on-going current  budget up to 
the time the next year’s budget is drafted. This figure includes 
some of the changes and adjustments to the original budget that 
are made during the first three quarters of the year but is not 
necessarily the final budget for the year. 

A brief illustration should suffice: the gross budget proposal 
of the Ministry of Education for 2005 (the last year for which a 
final expenditure report is available) was NIS 25.9 billion; the 
effective gross budget was NIS 26.9 billion; and, budget 

                                                                                                         
in the wages of preschool teachers in kindergartens that had lower 
enrollments than the Ministry of Education standard. At the primary level, 
the budget included NIS 200 million in parents’ and municipal authorities’ 
participation in hot-lunch programs. At the post-primary level, extra-
ministerial revenue added up to more than NIS 500 million. The total 
came to NIS 1.3 billion or 5 percent of the Ministry of Education budget. 

10 The net vs. gross distinction may also be applied to each of the “budgets” 
that follow.  

 



                                                                  Israel’s Social Services 2006 130  
 

utilization for that year was NIS 25.6 billion. What do these 
numbers mean? The original intent of the budget proposal, 
apparently, was to make NIS 25.9 billion available to the 
Ministry of Education. Various mid-year cuts and increases 
(e.g., the transfer of surpluses from the previous year and 
increases decided upon in the middle of the year) brought the 
final budget to NIS 26.9 billion. Nevertheless, the ministry 
actually spent NIS 25.6 billion and failed to use NIS 1.3 billion 
that was – seemingly or actually – available to it. 

Table 7 presents several findings of importance in comparing 
budget expenditure with the draft budget and the effective 
budget. First, in six of the years that are included in the 
comparison, the effective budget and the budget proposal were 
no more than 2 percent apart. In three of the past four years, 
however, the effective budget was more than 4 percent larger 
than that submitted to the Knesset, and in 2004 the difference 
was 6 percent. 

Second, the rate of utilization of the budget proposal 
changed: from 89-95 percent in 1995-1998 to 96-103 percent in 
1999–2005. 

Figure 6 compares budget utilization with the effective 
budget during the decade in review. The graph shows the ratio, 
in percent, between the budgets. The number represents the 
difference in NIS billions. 

Third, when the budget data is presented in constant 2005 
prices (deflated by the Civilian Public Consumption Price 
Index), it shows that the effective budget of the Ministry of 
Education increased steadily between 1995 and 2000 (Part B of 
Table 7 above), leveled off in 2001-2002 at around NIS 27 
billion, increased slightly in 2003, and declined in the past two 
years. The cutback between 2003 and 2005 amounted to around 
NIS 500 million – 2 percent of the budget. 
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Table 7. Budget Proposal, Effective Budget, and Final               
Expenditure  

a. NIS billions, current prices 
 Budget 

proposal 
Effective 
budget 

Final 
outlay 

Effective 
budget as 
% of 
proposal 

Final 
outlay as % 
of proposal 

Final 
outlay as % 
of effective 
budget 

1995 14.0 14.1 12.4 100.8 88.8 88.1 
1996 16.7 16.6 15.9 99.1 94.8 95.6 
1997 18.7 18.6 17.6 99.3 93.9 94.6 
1998 20.1 20.4 19.0 101.7 94.8 93.2 
1999 20.5 21.7 21.2 105.6 103.4 97.9 
2000 22.0 22.4 21.9 101.8 99.7 98.0 
2001 24.4 24.8 24.3 101.8 99.9 98.2 
2002 24.6 25.6 24.4 104.3 99.4 95.2 
2003 25.8 26.4 24.9 102.1 96.6 94.6 
2004 25.4 26.9 25.9 106.0 102.1 96.3 
2005 25.9 26.9 25.7 104.0 99.0 95.2 

Avg.      102.4 97.5 95.2 

b. NIS billions, 2005 prices 
 Budget 

proposal 
Effective 
budget 

Final 
outlay 

1995 22.8 23.0 20.3 
1996 24.2 24.0 22.9 
1997 24.7 24.5 23.2 
1998 24.8 25.2 23.5 
1999 24.0 25.3 24.8 
2000 24.5 25.0 24.5 
2001 26.4 26.9 26.4 
2002 25.7 26.8 25.5 
2003 26.9 27.4 26.0 
2004 25.6 27.2 26.2 
2005 25.9 26.9 25.7 
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Figure 6. Ministry of Education Budget — Final 
Expenditure vs. Effective Budget

Percent and nominal difference in NIS billions

1.3

1.0

1.4
1.2

0.50.40.5

1.4

1.0
0.7

1.7

85

88

91

94

97

100

1995 1997 1999 2001 2003 2005

final expenditure vs. effective budget

 
On average, 95 percent of the effective budget was utilized 

during the review period (or 96 percent if 1995 is removed from 
the calculation – since it appears to have been an exceptional 
year in terms of budget utilization). Relative to the NIS 25 
billion budget, the sum not utilized ran into the hundreds of 
millions of shekels each year and exceeded NIS 1 billion in 
some years. The total cumulative unused budget came to around 
NIS 11 billion in current prices or NIS 13 billion in constant 
2005 prices. 

Officials at the Ministries of Education and Finance explain 
this in two ways. Funds are unused, they say, because the budget 
includes a reserve earmarked for price increases and other 
needs. When there is no need to use these reserves, the money is 
not used. The rest of the unspent sum is divided among various 
budget lines and is forwarded to the next year's budget and used 
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then. Neither explanation is satisfactory from the public 
accountability perspective or even from a simple accounting 
one. In regard to the first explanation, if a budget reserve exists, 
it is part of the total sum available to the education system. If 
conditions that require the use of this money for its original 
purpose do not arise during the year, the reserve should be 
reallocated and spent within the system on other ongoing 
expenses. The second explanation can be valid for one year but 
not for the continual rolling over of funds. Table 8 indicates the 
under utilization of budget in all years examined and at various 
levels among the main budget items. 
 
Table 8. Final Expenditure vs. Budget Proposal and               

Effective Budget, Main Items, 1995–2005 

 Final expenditure vs. 
budget proposal 

Final expenditure vs. 
effective budget 

 1995 1999 2005 1995 1999 2005 
Total 0.88 1.01 0.99 0.89 0.98 0.95 
Ministry  
administration 1.25 1.01 1.02 0.91 0.95 0.94 

Independent  
ed'al systems 1.02 1.07 1.01 0.96 0.95 0.91 

Pedagogical  
administration 0.79 1.04 0.95 0.86 0.94 0.83 

Teaching  
administration 1.08 1.01 1.02 0.88 0.96 0.96 

Pre-primary 0.91 1.09 1.02 0.99 1.00 0.97 
Primary 0.92 0.96 1.02 0.94 1.00 0.97 
Post-primary 0.85 1.05 1.03 0.91 0.98 0.97 
Rural  
settlements 0.92 1.15 0.99 0.89 0.97 0.93 

The budget as currently prepared and submitted does not 
function as an instrument that can help steer education policy. It 

 



                                                                  Israel’s Social Services 2006 134  
 

is necessary to prepare it in a way that will reflect the actual 
intentions of the government and the Knesset in regard to 
Education Ministry operations. The draft budget that is 
submitted to the Knesset should include for each budget 
item the average percent of budget utilization in the previous 
three years, and budgetary notes regarding any non-use of 
funds or use that deviates from the original approved budget 
proposal. 

3. Changes in Composition of the Budget 

The aforementioned differences among the overall budget 
proposal, the effective budget, and final expenditure should not 
only be analyzed with regard to the overall budget but also with 
regard to its main components. Some of these show regular 
discrepancies between budget proposal and utilization; in others, 
the disparities between the effective budget and final 
expenditure are much smaller. 

Figure 7 illustrates the gap between the budget proposal and 
the effective budget in several items – the Independent and 
Recognized school systems, the ministry administration, pre-
primary education, and the teaching administration. In these 
items, the discrepancy between the budget proposal and the 
effective budget exceeded 10 percent during the decade in 
review. In contrast, in the largest main items – primary 
education, post-primary education, pedagogical administration, 
and rural settlement education, which combine to account for 
two-thirds of the Ministry of Education budget – there were no 
sizable differences between the budget proposal and the 
effective budget during this time. 

Since these differences follow a rather regular pattern, there 
is a question as to why the budget proposal is not constructed 
more accurately. During the year, it seems, the various budget 
items are frequently revised and sums are transferred from item 
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to item – sometimes due to coalition agreements and in other 
cases due to regular ministry activities. This pattern, which 
repeats each year, makes the budget less able to serve as a tool 
for the management and monitoring of the planning and 
implementation of the Ministry’s activities. 

 
 

Figure 7. Budget Proposal vs. Effective Budget, 
1995–2004 Average, Selected Items
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Who loses and who wins? The composition of the Ministry 

of Education budget over the past decade was examined to 
determine which areas of activity received a larger share in the 
budget and which lost. The “big winner” test relates to an 
increase in the share of a given activity in the total budget and 
not to an absolute increase in its budget. Table 9 shows that the 
proportional differences among the various areas of activity 
have not been especially great (with several exceptions) and that 
the fluctuations during the decade range from 1 to 2 percent. 
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The “biggest winner” was pre-primary schooling, which 
almost doubled its share in budget expenditure during the 
decade with an increase of 94 percent. Most of the increase 
stemmed from the amendment to the Compulsory Education 
Law that lowered the age of compulsory education to the 3-4 
age cohort. This led to an increase in the number of children 
who benefit from pre-primary schooling, especially in the Arab 
sector. 

Table 9. Share in the Ministry of Education Budget, Selected                
Items (Percent) 

Budget items  1995 2005 Ratio 
Teaching 
administration 

 
Budget proposal 

 
5.3 

 
6.0 

 
1.15 

 Final expenditure 7.4 6.2 0.98 
Pre-primary Budget proposal 5.5 10.7 1.94 
 Final expenditure 5.7 10.8 1.94 
Primary Budget proposal 30.7 28.5 0.94 
 Final expenditure 31.5 29.1 0.94 
Post-primary Budget proposal 31.3 25.8 0.83 
 Final expenditure 29.6 26.7 0.90 
Independent and 
Recognized schools 

 
Budget proposal 

 
3.2 

 
4.5 

 
1.40 

 Final expenditure 3.7 4.5 1.25 

The Independent and Recognized systems were the second 
biggest “winners” in increasing their share. Their share in the 
budget plan (proposal) rose by 40 percent but the final 
expenditure share increased by only 25 percent. Their 
proportion of the budget grew rapidly in 1995-2000 but leveled 
off in 2001-2005.  

The third “winner” seems to have been the teaching 
administration, which increased its share in the budget proposal 
by 15 percent (from 5.3 percent in 1995 to 6 percent in 2005). 
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The rise, however, was only perceptual because the share of this 
item in utilization dropped from 7.4 percent to 6.2 percent 
during the decade. 

The “loser” – the area of activity that lost a sizable share of 
its slice in the education budget – was post-primary education. 
Its share in the budget proposal fell from 31 percent to 26 
percent (a decrease of 17 percentage points). In final 
expenditure, the decline was 10 percentage points. During the 
review period, post-primary schooling (including the rural 
settlement schools) increased its share in enrollment. This 
should have led to an increase in its share of the budget, but the 
large budget cuts in the post-primary settings had the opposite 
effect. 

Primary schooling maintained its share in both the budget 
proposal and final expenditure. Interestingly, the proportion of 
special education pupils at the primary level grew; this could 
have been expected to force a budget increase in primary 
education. However, concurrently, the share of the primary level 
in total enrollment decreased, having a downward effect on the 
primary education budget. The facts indicate that the latter 
process was stronger than the former. 

In sum, the composition of the Ministry of Education budget 
has changed in recent years, mainly in a proportional increase in 
the share of pre-primary and haredi schooling and a 
proportional cut in the share of the primary and post-primary 
levels. 

4. Recent Cuts in the Education Budget – How    
Large Were They? 

Given the widely held beliefs about the extent of education 
budget cutbacks in recent years, the relationship between the 
financial aspects and their expression in teaching hours was 
examined. To do this, the allocation of weekly teaching hours, 
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as expressed in the budget proposal of Ministry of Education for 
primary and lower secondary schools was checked.11 It was 
found that in each year between 2000 and 2006, the budget 
proposal included cutbacks that were not actually made. In the 
detailed budget proposal two figures appear that indicate the 
number of hours in the current school year and the number of 
hours budgeted for the succeeding school year, in which the 
cutback was supposed to take place. 

By comparing the number of weekly hours in the budgets 
(Table 10), it was found that in a large majority of cases, the 
number of actual hours in the succeeding year approximated 
more closely the actual number of hours in the preceding year – 
or even exceeded it slightly – than it did the cutback proposal. 
During the entire period at issue, the number of basic tuition 
hours increased by 10,000 at the primary level and declined by 
25,000 at the lower secondary level. At the same time, total 
tuition hours increased by 48,000 at the primary level and fell 
by 27,000 in lower secondary school.12 Thus, the actual 
reduction in teaching hours seems to have been relatively small. 
However, in view of several factors that were noted in the first 
part of this chapter, the real cutback was much greater and is 
estimated to amount to 17 percent (see also Figure 5 above). 

                                                 
11 It is, of course, possible for the budget allocation to change without a 

corresponding change in classroom hours; this could happen, for example, 
if a change occurs in expenditure on activity items or in class size. 

12 Ministry of Education, Educational Management Information Systems, 
2006. 
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Table 10. Allocation of Basic Weekly Tuition Hours to                  
Selected Budget Items, 2000-2006, as per  Budget 
Proposal for Current and Succeeding Year 
(Thousands of hours) 

 2000 2001 2002 2003 2004 2005 2006 
Primary education       
Current year 814.5 816.0 825.2 814.3 824.3 847.7 824.6 
Successive year 794.5 806.0 803.8 801.3 716.3 547.7 820.3 
Ratio of years 0.98 0.99 0.97 0.98 0.87 0.65 0.99 
Lower secondary education      
Current year 328.1 328.6 336.2 329.1 316.9 318.3 303.5 
Successive year 308.2 318.6 330.8 269.8 291.1 119.3 303.5 
Ratio of years 0.94 0.97 0.98 0.82 0.92 0.37 1.00 

5. Focus on Selected Population Groups 

a. Primary Education Budget 

The share of the primary education budget in the total Ministry 
budget is around 30% and has been virtually unchanged over the 
past decade, even though the proportion of the State schools in 
total Jewish primary enrollment has been declining steadily. 
("Primary education" here includes budgeting for students in the 
State education system only; the budgeting of haredi religious 
schools appears under a separate budget heading.) 

The discrepancy stems in part from the internal distribution 
of the primary education budget, which has changed over the 
past decade. Thus, the allocation of teaching hours to 
mainstream school settings fell from 62 percent of the overall 
primary education budget in 1996 to 55 percent in 2005 and the 
share of hours allocated to special education rose from 24 
percent to 30 percent in the respective years. Although the 
importance of the Special Education Law is not in doubt, the 
data make one wonder about the correlation between the 
increase in special education hours and the decline in hours for 
the student population at large. This possibility arises due to the 
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decrease in hours per class in the mainstream primary system 
while the total budget of classroom hours for primary schooling 
remains more-or-less constant (see expanded discussion in 
Section C below). 

b. Budgeting for the Advancement of Weak Population    
Groups 

The advancement of pupils from weak social groups, coupled 
with the narrowing of scholastic and social disparities among 
different groups of pupils, has always been one of the primary 
declared goals of the Ministry of Education. This is especially 
pronounced in the notes that accompany the annual budget. By 
studying the budgets of the Ministry of Education for the years 
1995-2004 at the level of sub-items, it is possible to examine 
whether the Ministry budget actually reflects affirmative action 
for pupils from socio-economically different population groups, 
and to test the extent of such affirmative action and changes 
over the decade,.  

The inquiry focused on budget items that are specifically 
earmarked for the advancement of weak population groups: 
1. Budget items implemented under the responsibility of the 

Social and Welfare Services Division, the sole purpose of 
which is to care for weak population groups. 

2. Items allocated in terms of hours specifically earmarked for 
weak population groups. 

3. Items implemented under the responsibility of other Ministry 
divisions for activities and settings in which eligibility 
depends mainly on socio-economic criteria (parents’ 
income, parents’ education level, year of immigration, 
geographic and social periphery, and so forth). Sometimes a 
combination of socio-economic background data and poor 
scholastic achievements is applied. (Examples are 
matriculation reinforcement classes, Hakhven, Ometz, youth 
centers, etc.) 
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4. Budget items implemented under the responsibility of other 
Ministry divisions that pay for activities and settings in which 
eligibility depends on scholastic achievements but actually 
cater mainly, or even exclusively, to socio-economically 
weak population groups (e.g., pre-academic preparatory 
programs, the Training Project for Jewish Youth, residential 
programs in the rural education sector, and the institutions of 
the former Youth Aliyah program). 

5. Items for which other divisions are responsible and that serve 
the entire population but have components that are earmarked 
for weak population groups, or in which most recipients are 
defined as belonging to such groups (e.g., a basic allocation 
resulting from the adoption of the Shoshani Report13 on 
primary education). 

Table 11. Budgets for Weak Population Groups, Share in                
Total Budget 

 1995 2000 2005 
Total Ministry budget (NIS billions)  

13.8 
 

21.0 
 

24.5 
Social and Welfare Services Division population,  
  implemented by Division (%) 

 
0.9 

 
1.1 

 
0.8 

Population groups defined by socio-economic  
  criteria – implemented by other divisions (%) 

 
5.9 

 
5.1 

 
6.3 

Populations defined by scholastic criteria –  
  implemented by other divisions (%) 

 
0.7 

 
1.5 

 
1.0 

Budget for immigrants and residents of peripheral  
  areas (%) 

2.6 2.3 1.1 

Total of Education Ministry budget (%) 10.1 9.9 9.2 

Examination shows that the affirmative action budgets have 
not increased and have actually decreased. The greatest 
                                                 
13 Report of the Committee for Examination of the Budgeting Method of 

Primary Education in Israel (Shoshani Report), 2002. 
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reduction took place in the budgets of the Social and Welfare 
Services Division and those for immigrants and pupils in 
peripheral areas. Had all the Knesset’s decisions about 
extending the Compulsory Education Law to the 3-4 age cohort 
been carried out, and had the long school day been implemented 
throughout the system, affirmative action for weak population 
groups as reflected in the budgets would have declined even 
more. By the same token, had the Shoshani Report been fully 
implemented and applied to the post-primary systems as well, 
the share of affirmative action would have been much larger. 

c. Budgeting for Special Needs Students 

The population of special needs students has been rising steadily 
in recent years, exceeding the increase in the total student 
population. Several factors account for this: an increase in the 
number of special needs pupils due to medical and diagnostic 
developments; changes in the definition of the pupils who 
should be included in this category; changes in the attitudes of 
certain population groups (Arabs, Bedouin, and haredim) 
toward these pupils’ needs; and changes in the public’s 
perception of the state's responsibility to meet all pupils’ needs. 

The population at issue is made up of youngsters who have 
been defined as special education students, i.e., officially 
diagnosed and enrolled in special education settings (including 
integrated settings). This budget category does not apply to 
former special education students who are mainstreamed after 
the primary education level and who participate in various 
rehabilitation, reinforcement, and training programs that are not 
defined as special education. This makes it necessary to rethink 
the question of defining special education at the post-primary 
level. 

Special needs students who attend separate special education 
settings are much more expensive than “regular” students for 
three main reasons: 
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1. Special education classes are much smaller than mainstream 
classes. 

2. Special education teachers are paid about 10 percent more 
than mainstream teachers.  

3. Special needs pupils require additional services that a 
“regular” pupil does not receive. 
Resource allocation for special education can be analyzed 

like allocation for socio-economically weak population groups 
above. The budget was reviewed for items and sub-items that 
relate directly or indirectly to allocations for special needs 
students. Below are the results of the analysis in two alternative 
versions. 

The first version includes all items specifically earmarked 
for the special needs population. All items relating to special 
needs and all items relating to preschools, post-primary schools, 
and haredi systems that were explicitly meant for special needs 
students were included. Finally, items that, in the estimation of 
the Accountant General of the Ministry of Finance, are intended 
for the special education population even though they are not 
specifically defined as such (laboratory personnel and librarians 
at the lower secondary school level in special education, an 
improved track for the deaf and blind, youth centers, educational 
care centers, work rehabilitation centers, special training 
programs, and maintenance of care-intensive pupils in post-
primary institutions) were also added.14  

The second version includes additional items in which the 
part of the budget that goes to special education is estimated 
even though it does not appear separately as a special education 
budget item. Examples are the share of special education 
teachers in the teachers’ advanced training fund, the share of 
mainstreamed special needs pupils in the standard allocation of 
                                                 
14 The data were prepared in 2005 for the National Education Program of the 

National Task Force for the Advancement of Education in Israel (the 
Dovrat Report). 
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hours, etc. (The estimates were adjusted to the proportion of 
special needs pupils at each age level.) 

The second alternative yields an estimate of the total de facto 
allocation for special needs pupils, as against the expenditure 
that the Ministry earmarks for this purpose explicitly. The 
estimates presented here originate in an innovative approach that 
is so far not used by those responsible for budgeting in the 
Ministry of Education. Thus, these are initial estimates that 
deserve further investigation and testing. Table 12, presents the 
results of the analysis and points to several clear conclusions. 

Both alternatives show a slight increase – 0.6 percentage 
points – between 2000 and 2005 in the share of special 
education in the total Ministry of Education budget. This finding 
is surprising in view of the public statements that accompanied 
the enactment and implementation of the Special Education Law 
as well as the budget increases that were supposedly earmarked 
for this purpose in recent years. However, a remark is in order: 
education budgets, in general, have been decreasing in the past 
five years.15  

There is a considerable difference between the narrow 
version and the broad version of the estimates (which includes 
all expenditure on special needs pupils). The advantage of the 
latter over the former is that it takes an inclusive view of the 
resources available to the education system for the care of this 
population group’s needs. 

                                                 
15 This seems to contradict what was said above about the primary education 

budget. The explanation is that this section deals with special education 
budgets that are found in various budget lines and not only with the 
primary education budget. 
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Table 12. Budgets for Special Education as Share of Total                
Budget (Percent) 

 1996 2000 2005 
Total Ministry of Education 
budget (NIS billions) 

 
16.4

 
21.0

 
24.5 

Total budget for direct and 
indirect teaching (NIS billions) 

 
12.1

 
14.7

 
17.3 

Special education according to 
Accountant General’s definition 
(NIS billions) 

 
 

1.5

 
 

1.9

 
 

2.4 
Share of total budget (%) 9.3 9.3 9.9 
Share of teaching budget (%) 12.2 13.2 14.0 
Special education according to 
expanded approach (NIS billions)

 
2.0

 
2.6

 
3.1 

Share of total budget (%) 12.3 12.2 12.9 
Share of teaching budget (%) 16.8 17.4 18.3 

In summation, pre-primary and haredi schooling gained 
relatively more than other areas in the budget items of the 
Ministry of Education. Allocations for the advancement of weak 
population groups did not increase during the decade reviewed 
and, to some extent, it may be said that they even lost ground. 
Allocations for special education increased moderately and 
account for a very significant share of total teaching 
expenditure. 
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The Health Care Services 

Israel’s universal health care system provides all residents with 
medical services on a relatively high level and, generally, to the 
public’s satisfaction. The services are legislated by the National 
Health Insurance Law and are delivered at relatively low private 
cost. The achievements in respect of the population's health 
status and satisfaction with the health care services provided 
should be credited to the public nature of the system and the 
level and quality of its personnel. However, the system still has 
some residual problems that overshadow its achievements and 
are reflected in declining public satisfaction. They include, in 
particular, the problem of inequality in access to services and 
rising costs of the system.  

This year as in the past, various aspects of developments in 
the health care system are reviewed with emphasis on issues 
that, if dealt with, may improve the functioning of the system 
and prevent harm to the population’s health. The chapter is 
divided into two parts. Part A surveys the main developments in 
the health care system. Section 1 discusses the optimum level of 
expenditure for health care services, comparing Israel with the 
OECD countries. Section 2 examines the composition of 
funding for the system and its effect on equity, with emphasis on 
the upward trend in the share of private funding in recent years. 
Section 3 is devoted to manpower in the health care system, and 
the last section examines the health status in Israel in selected 
areas, including recent developments in infant mortality and life 
expectancy. The second part of the chapter (B) discusses the 
significance of inequities in health and health care services 
against the backdrop of the second war in Lebanon. 
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A. Main Developments in the Health Care 
System 

1. National Health Care Expenditure 

National health care expenditure is the share from all of its 
sources that a country chooses to spend on its health care 
system, whether from its state budget or directly from household 
budgets. The question of the optimum level of health care 
expenditure has concerned experts in the field and decision 
makers in developed countries, including Israel, for many years. 
The debate about the extent of resources that a society devotes 
to its health care system and the advisability of this 
“investment” is especially important because in a health care 
system one cannot (and should not) expect to find a correlation 
between quantities and prices as one would in a free-market 
mechanism, due to the many market failures that exist in this 
field. Furthermore, the test of “reasonability” of expenditure 
relative to the output generated – the public’s level of health –  
is quite complex, since accepted measures of health (e.g., life 
expectancy and infant mortality) are affected by many other 
factors. 

In recent decades, the topic has taken on an additional 
dimension due to the rising trend of average per capita health 
care expenditure. Many studies that attempt to track 
developments find a correlation in developed countries between 
economic growth, as expressed in Gross Domestic Product, and 
national health care expenditure. Indeed, a simple comparison of 
health care expenditure with GDP in the OECD countries shows 
that “wealthy” countries spend more on health care than “less-
wealthy” ones do. 

Figure 1 shows that Israel’s per capita health care 
expenditure was $1,953 in PPP terms (around NIS 6,300) in 
2003, more than 20 percent below the European average. It 
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Figure 1. GDP vs. National Health Care 
Expenditure
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should be borne in mind, however, that Israel’s level of GDP is 
also more than 20 percent below the European average. 
Furthermore, Israel is younger than any of the OECD countries 
in the figure; since the age composition of a country’s 
population influences the resources that the country must 
allocate to its health care system, Israel’s health care needs are 
less expensive. Indeed, in 2002 the Central Bureau of Statistics 
(CBS) calculated the average per capita health care expenditure 
in Israel and in the OECD countries on an age-standardized 
basis.1 By this reckoning, Israel’s per capita average resembles 

the European average and actually exceeds it by several percent. 
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1 CBS, 2004. 
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  Figure 2. Rates of Change in Per Capita Health Care 
Expenditure and GDP, Avg. percent change, 1990–2002
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Israel’s share of health care expenditure in the GDP 
resembles the OECD average, around 8.5 percent. Figure 2 
shows that during the 1990s health care expenditure increased 
more quickly than GDP in most OECD countries. The diagonal 
line that rises from the origin of the axes denotes a situation in 
which every 1 percent increase in product leads to a similar rise 
in health care expenditure. Israel, as we see, is very close to this 
line, i.e., the correlation is clear in Israel’s case. Furthermore, 
quite a few countries have similar if not slower rates of GDP 
growth than Israel’s but their health care expenditure increased 
more rapidly. Examples are Germany, Switzerland, and Japan.2  

Even though Israel had a relatively modest rate of increase in 
health care expenditure over GDP growth relative to the OECD 
countries, its average per capita expenditure on health care 

                                            
2 Ministry of Health, 2006. 
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services rose by 19 percent between 1990 and 2005. The share 
of health care expenditure in GDP increased from 7.3 percent to 
8.1 percent during this time and the sum today stands at NIS 44 
billion (in 2000 prices). This total is divided between current 
expenditure on medicines, medical instruments and services, and 
fixed investment, such as construction of hospitals and purchase 
of equipment for medical institutions. In recent years, only 3 
percent of total health care expenditure has been invested in the 
system – a lower share than in most developed countries. (The 
European average is 4 percent.) 

 

Figure 3. Investment in Health Care Services
Percent of total national health care expenditure
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2. System Funding and Equity  

Equity in funding of and access to medical services is one of the 
basic goals of a public health care system. In Israel’s case in 
recent years, these goals are being challenged by the increase in 
share of private (household) funding in total health care 
expenditure. In 2005, households financed in direct out of 
pocket payments nearly one-third of national health care 
expenditure. Another fourth of expenditure was covered by the 
health tax; the rest was financed from the state budget. The 
falling share of the state in recent years reflects a deliberate 
government policy. In 1998, public funding covered 73 percent 
of national expenditure and 25 percent was paid from a 
compulsory health tax that households paid to sick funds 
(HMOs) via the National Insurance Institute. Seven years later 
(2005), the share of public funding declined to 65 percent while 
the proportion covered by the health tax did not change. It 
should be emphasized that compared to other developed 
countries, Israel’s share of public funding is relatively low; in 
most OECD countries, it ranges from 70 to 80 percent of 
national health care expenditure. 

Much of the private funding goes for direct payments by 
households for medicines and services (not including 
supplemental insurance) – 22 percent of total health care 
expenditure, a rate that surpasses the overall OECD average. 
This situation definitely contributes to rising inequality in the 
consumption of medical services. The fact that income elasticity 
in the health care services is greater than one – meaning that an 
increase in income leads to a greater increase in health care 
expenditure – makes the inequality even worse. This factor, 
familiar in other developed countries, is causing the disparities 
in access to services in Israel to widen. 
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Figure 4. Direct Payment for Health Care Services
Percent of total national health care expenditure
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A system that lays a large share of service expenditure at the 

user's door is typically regressive. Data from the CBS 
Household Expenditure Survey illustrate this: an average 
household today devotes 5 percent of its total consumption 
expenditure (not including health tax) to health care services as 
against 3.8 percent in 1997. Nearly one-third of the households’ 
health care expenditure goes for dental care, one-fourth for 
supplemental health insurance, and the rest for medicines, 
private physicians, and private clinics. A household in the 
uppermost income quintile “consumes” health care at NIS 833 
per month as against NIS 303 per month by a household in the 
lowest quintile – almost three times as much.3 Taking into 

                                            
3 The calculations are based on the Household Expenditure Survey. 
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account the average household size by income quintiles in order 
to calculate monthly per capita averages,4 it is found that 
households in the lowest quintile spend NIS 72 whereas those in 
the uppermost decile spend NIS 378. Obviously, one must also 
keep in mind the different age composition of each quintile 
when analyzing differential patterns of health care use. The 
uppermost quintile has roughly twice as many adults aged 65+ – 
the “heavy users” of health care services – as the lowest quintile. 
By the same token, households in the lowest quintile have more 
young children (0-5), who are also significant consumers of 
health care services. 

The next comparison of size of health care expenditure by 
income quintiles standardizes the number of household members 
in each quintile by using the capitation method as set forth in the 
State Health Insurance Law. This indicator weights nine age 
groups by the intensity of their health care service use. Even 
after standardization, the uppermost quintile spends three times 
as much on health care as the lowest quintile. Generally 
speaking, the well-off make up for what the public system lacks 
by purchasing supplemental medical insurance, making greater 
use of private physicians (seven times as much in uppermost 
quintile as in the lowest), and buying medicines outside the 
health fund system. 

 
 
 
 
 
 
 
 

                                            
4 The calculation is per person and not per standard person because there is 

no reason to assume that household size creates an economy of scale 
advantage in the consumption of health care services. 
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Figure 5. Health Care Service Expenditure by 
Income Quintile

Monthly per capita expenditure, standardized by 
capitation method, 2004
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3. Indicators of Level of Health 

In most countries, including Israel, the population’s health has 
been improving significantly, as reflected in overall mortality 
rates, infant mortality, and life expectancy. It is true that one 
cannot always draw inferences from these changes about the 
extent of effectiveness of the health care services because the 
exact relationship is not clear. Many factors other than medical 
and preventive services contribute to the improvement in these 
indicators, e.g., genetic, environmental, and cultural factors 
reflected in lifestyle and nutrition habits. However, there is clear 
evidence that factors related to the health care system (e.g., a 
policy aimed at lowering infant mortality) are affecting these 
indicators. 
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Despite great improvement in recent years, Israel’s infant 
mortality rate per thousand live births still exceeds the 
European average, at 4.6 as against 4.0 in 2004. Israel’s overall 
average is composed of different rates among different 
population groups – 8.0 among Arabs and 3.2 among Jews. Only 
a few countries match or have lower infant mortality rates than 
Israel’s Jewish population; they include Iceland (2.8), Japan 
(2.8), Sweden (3.1), and Norway (3.2). 

The Arab sector has always had higher infant mortality rates 
than the Jewish sector, but – notably – the absolute difference 
has been narrowing over the years, from more than one 
percentage point in the early 1980s to less than half a percent 
point today. 

There are also significant discrepancies in infant mortality 
between geographic areas. Especially high rates occur in the 
Northern and Southern districts (6.0 and 7.1, respectively) as 
against below-average rates in the center of the country (around 
3 per thousand live births). 

Data on infant mortality by cause and stage of death show 
that most such deaths occur in the first week of life if not during 
or shortly after birth. The mortality rate in the first week after 
birth fell from 11.4 per thousand in the early 1970s to 3.2 per 
thousand by the end of the twentieth century. During these three 
decades, infant mortality due to infectious diseases and 
pulmonary infections was virtually eliminated; the frequency of 
such phenomena today is less than 0.1 per thousand. The main 
cause of infant mortality is complications at birth, in both the 
Jewish and the Arab sectors – at 2.1 per thousand live births in 
the Jewish sector and 3.3 in the Arab sector. The second most 
common cause is birth defects. Here there is a significant 
difference by population group – 0.9 per thousand live births 
among Jews and 2.0 among Arabs. The discrepancy is related to 
two main factors: the relatively high rate of intra-family 
marriage in the Arab sector and the more systematic monitoring 
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of pregnancy, including prenatal tests to rule out birth defects, 
among Jews. 

 

Figure 6. Infant Mortality
Deaths per thousand live births
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Life expectancy is another accepted indicator of a 
population’s health. Israel ranks rather high on the scale of 
countries in terms of average lifespan. Its position is strongly 
affected by the high life expectancy of Israeli men relative to 
men in other countries. The life expectancy at birth of Israeli 
men, 78 years, is higher in only five countries – Iceland (79.2), 
Japan (78.6), Switzerland (78.6), Sweden (78.4), and Australia 
(78.1). Israeli women, in contrast, hold a “good place in the 
middle,” one in need of improvement – at 82.4 years, not far 
above the OECD average (81). 

In the past two and a half decades (1980–2005), the life 
expectancy of Israeli seniors has been lengthening significantly: 
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by 3.1 years (from 14.6 to 17.7) among men at age 65 and by 3.9 
years (from 16 to 19.9) among women of the same age. 
Although the improvement was more significant among women, 
Israeli women of this age rank in the middle of the international 
scale. The main reason for longer life expectancy at this age is a 
decline in the mortality rate from heart disease for two 
complementary or mutually compensatory reasons: (1) a decline 
in the incidence of morbidity from heart disease due to 
improvements in living conditions and greater awareness of the 
importance of a healthy lifestyle and (2) more effective 
treatment of heart disease and better achievements – both 
pharmaceutical and surgical – in death prevention. 

Mortality rates are another indicator of the state of the 
population’s health. Standardized mortality rates, which take 
into account differences in age distribution among various parts 
of the country, point to considerable differences between 
geographic regions. The national mortality rate is 6.0 on average 
per thousand persons, higher in the Southern and Northern 
districts (6.5 and 6.3, respectively), and lower in Jerusalem and 
the Central District (5.5 and 5.6, respectively). 

The most frequent causes of death among the population at 
large are cancer and cardiovascular disease, accounting for one-
fourth and some 30 percent of deaths in 2003, respectively. The 
rates of mortality from these diseases, as from diabetes, renal 
disease, Alzheimer’s syndrome, and other illnesses, are much 
higher among Jews than among Arabs. Higher death rates were 
recorded among Arabs due to perinatal factors, birth defects, and 
traffic accidents. The differences apparently reflect not only 
disparities in the age composition of the two population groups 
but also differences in way of life and genetic factors. 
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4. Human Resources   

A health care system’s most important resources are its people. 
The success of the Israeli health care system owes much to the 
high quality of its physicians and nurses, because they are the 
main sources of the services rendered. Their numbers relative to 
population have a significant impact on the costs, uses, and 
outputs of the system. Nurses and physicians (including 
dentists) account for more than 64 percent of employment in the 
health care professions. The system also employs practitioners 
of other medical occupations (pharmacists, veterinarians, and 
other academic professionals, who together account for 16 
percent) and workers in paramedical fields (laboratory 
technicians, opticians, therapists, etc., accounting for the 
remaining 20 percent).  

a. Physicians 

Some 23,000 physicians, 90 percent of all licensed physicians 
up to age 65, are employed in Israel today.5 Thus, there are 3.4 
practicing physicians for every 1,000 residents. The ratio has 
been rising over time at an annual average rate of 1.8 percent 
(1970-2004). Most of the increase occurred during the 1970s; in 
the 1980s, a plateau was reached. The mass immigration from 
the former Soviet Union in the early 1990s caused a significant 
rise. Afterwards, however, the ratio began to decline gradually 
and in recent years has been relatively stable at around 3.5 per 
thousand. 

Israel’s supply of doctors is special in the sense that it is 
determined largely by immigration. Israel imposes no limit of 
any kind on the immigration of doctors, but since 1988 anyone 
who wishes to practice medicine in Israel must pass a licensing 
examination. Some 65 percent of doctors in Israel today 

                                            
5 Ministry of Health, 2005. 
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completed their medical studies abroad. Other developed 
countries also use “imported” medical labor, gathering up the 
“cream” of experts from poorer countries that cannot offer 
doctors  attractive professional employment opportunities. The 
host countries find this “arrangement” convenient because it 
frees them from investment in educating their doctors. In only 
seven of thirty OECD member countries, however, does the 
proportion of immigrant doctors exceed 10 percent of the total 
doctor population (New Zealand 34.5 percent; U.K. 28.3 
percent; Australia 26.5 percent; U.S. 25 percent; Canada 23.1 
percent; Switzerland 17.8 percent; and Norway 12.7 percent).6  

Although Israel and the OECD countries obtain their supply 
of physicians from different sources, the phenomenon of rising 
ratios of doctors to population is not unique to Israel. In most 
OECD countries, the physician population has been growing 
faster than the population even more than Israel’s has. On 
average for the OECD countries, the ratio of doctors to 1,000 of 
population climbed between 1970 and 2004 by 2.6 percent on 
annual average, with a range of 1 percent in Canada to 4 percent 
in Portugal.7 As in Israel’s case, in most countries the 
doctor/population ratio increased significantly during the 1970s; 
today, thirty OECD countries average three doctors per 1,000 of 
population. Even though the doctor/population ratio is growing 
more slowly in Israel than in the OECD countries, the ratio in 
Israel remains one of the world’s highest. The high ratio of 
physicians in Israel does not assure the availability of service in 
equal measure in all parts of the country. Data on the 
employment of doctors by district8 show that the geographical 
dispersion of doctors (standardized by population age in the 
various districts) is uneven. There are plenty of doctors in the 

                                            
6 Mullan, F., 2005. 
7 To be more precise, the comparison pertains to countries for which data for 

1970 exist. 
8 Ministry of Health, 2005. 
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Jerusalem and Tel Aviv districts (4.2 and 3.9 per thousand of 
population, respectively) and few in peripheral areas, especially 
the Northern District, where the standardized ratio is only 2.3. 
Inequality between center and periphery in the availability of 
medical services is also reflected in the strong correlation 
between the geographical dispersion of doctors and that of other 
resources, such as hospital beds and medical infrastructure in 
general.9  

In recent years, there has been an awakening of concern and 
numerous warnings, both in Europe and the United States, about 
a future shortage of doctors. The shortage is liable to come 
about due to factors of demography (an aging population), 
employment structure (a decline in the number of work hours of 
young doctors, who tend to prefer leisure time, and of female 
doctors, who work fewer hours than male doctors and are 
entering the profession at a rising rate), and economics (an 
increase in demand for health care services due to greater 
national and personal wealth). By the same token, there has been 
discussion of developments that are lowering the demand for 
doctors like delivery of medical service by medical 
professionals other than doctors.10  

                                            
9 Chernichovsky and Shirom, 1997. 
10 Cooper, R. A. and Getzen, T. E., 2004; Politzer, R. M., 1996. 
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Figure 7. Change in Ratio of Doctors to 
Thousands of Population, 1970–2004
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In Israel, too, there is a growing awareness of the need to 
rethink the planning of medical personnel. The Ministry of 
Health’s forecast of the doctor/population ratio foresees a 
decline in the years to come. Apart from the reasons noted 
above, the most relevant reason for this in Israel’s case is the 
dwindling of potential sources of immigrant doctors.11 The Pazi 
Committee, set up in 2000 to examine the country’s future needs 
for doctors, recommended that Israel’s medical schools graduate 
around 930 doctors per year starting in 2008 – an increase of 
650 graduates or 230 percent relative to the 280 doctors who 
graduate each year today. The committee’s report does not 
distinguish between doctors in the primary health care services 
                                            
11 Chernichovsky, D., and Doron, H., 2005. 
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and those in specialist clinics and hospitals, although this issue 
is especially important in view of the forecasts of fewer sources 
of immigrant doctors, most of whom are employed in the 
primary care sector. 

In recent years, Israel has been increasingly mindful of the 
importance of primary medicine. The medical schools have 
revised their curricula to emphasize the delivery of enhanced 
primary medical service and have contributed to a significant 
improvement in this field. Since 1990, too, human resources in 
primary medicine have been expanding due to the massive 
intake of immigrant physicians. Indeed, only 27 percent of the 
5,000 doctors who provide primary care earned their medical 
degrees in Israel.12 Given the average age of doctors in primary 
care (48), the question is whether young Israel-trained doctors 
can make up the shortfall. The majority of primary care 
physicians will be approaching retirement age in another few 
years, precisely when the external sources of doctor supply that 
have provided most personnel in this field will no longer be 
available. Against this background, it is also difficult to predict 
the future of the supplemental medical services that have been 
developing recently (e.g., companies that provide around-the-
clock medical service at home) since this industry relies heavily 
on immigrant physicians. 

b. Nurses and Nursing Caregivers  

The rising demand for medical services in the OECD countries 
in recent years, and the costs related to it, have led to an increase 
in nursing personnel in many countries and an expansion of the 
powers of nursing staff in certain countries. The phenomenon of 
“skill mix” (the reapportionment of medical staff duties) has 
become widespread in countries such as the U.S., the U.K., and 
Australia. In recent years, much evidence has been accumulating 

                                            
12 A. Shemesh, D. Pilpel, E. Smetnikov, and M. Dor, 2000. 
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that nurses fulfill certain duties that have “belonged” 
traditionally to doctors, both in hospitals and in the 
community.13  

In most developed countries, the ratio of nurses to thousand 
of population has been increasing since the 1990s. (Many 
countries lack readily available data on this parameter for 
previous periods.) In Israel, the ratio of nurses – registered and 
practical – has remained constant since 1995 at around five. 
However, the balance of registered nurses versus practical 
nurses has changed: the proportion of registered nurses rose 
from 3.7 per thousand in 1995 to 4.2 per thousand in 2000, 
whereas the share of practical nurses declined from 2.1 to 1.5 
per thousand. This increase in the share of registered nurses is 
immensely important. Studies in recent years on the share of 
registered nurses among all nurses and the composition of 
nursing staff by level of education (e.g., the proportion of 
registered nurses who hold undergraduate degrees) indicate that 
the larger the share of nurses with more advanced schooling, the 
lower the rate of accidents (such as falls and injuries, adverse 
reactions to drugs, and so on) and the lower the rate of patient 
mortality.14

By the standards of the developed world, Israel has a rather 
low total rate of nurses employed – 5.2 per thousand of 
population as against 7–10 in most developed countries. Basing 
the calculation on the Ministry of Health data, which take into 
account the total number of nurses who are licensed to practice 
the profession up to age sixty, boosts the ratio of nurses to 6.0 
per thousand population but does not significantly change 
Israel’s ranking on the international scale. 

                                            
13 Buchan, J., Ball, J., and O’May, F., 2000; Buchan, J., and Calman, L., 

2005. 
14 Cho, S., Ketefian, S., Barkauskas, V. H., and Smith, D., 2003; Aiken, 

L. H., Clarke, S. P., Cheung, R. B., Sloane, D. M., and Silber, J. H., 2003.  
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Figure 8. Employed Nurses per Thousand of 
Population, 2004
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This situation is bound to have a negative effect on the 
functioning of the system, and ultimately be reflected in poorer 
patient health and more signs of staff burnout and job 
dissatisfaction.15 As the number of medical students is 
increased, it may also be appropriate to increase the number of 
trainees in nursing functions at a high professional level, with 
the awareness that these certified professionals will be wielding 
broader powers in their activities in the future than they do 
today. 

                                            
15 Aiken, L. H., Sean, P. C., Clarke, S. P., Douglas, M. S., Sochalski,, J., and 

Silber, J. H., 2002. 
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B. Health, Health Care Services, and the 
Second War in Lebanon – Implications of 
Disparities 

The most recent conflict in the North had a clear impact on 
many areas of life in Israel. The country paid a heavy price in 
lives – civilian and military – and in damage to persons, 
property, and other. Today the public systems are learning the 
lessons and contending with troubling questions that arose 
during and after the war. One of these questions concerns the 
functioning of the health care system in the north of the country. 
This review does not purport to cover all the health care related 
aspects of the war/state interface; instead, it discusses the effect 
of the undeclared state of war on the health care services 
received by the population. It mainly examines services 
provided in the North, with special emphasis on their 
functioning at the community level. After a brief survey of 
relevant characteristics of the health care field during the war 
and the problems that arose, section 2 presents conclusions 
drawn from a large panel discussion at the Taub Center that 
addressed the planning of the future deployment of the health 
care system in emergencies.16  

                                            
16 This part of the chapter, prepared by Professor Leon Epstein, summarizes 

the main points of a discussion held by the Taub Center's Health Area 
Team on the implications of the war for the health care system. The 
participants were Dr. Michal Cohen-Dar, Northern District Physician of the 
Ministry of Health; Eli Cohen, Northern District Director of Clalit Health 
Services; and Dr. Hami Yaffe, Northern District Director of Maccabi 
Health Services. The discussion was chaired by Professor Shlomo Mor-
Yosef and was attended by the director of Taub Center, Professor Yaakov 
Kop, the permanent members of the Center’s Health Area Team, and 
members of other Center Area Teams. 
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In a document prepared by the Taub Center – “After the War: 
Social and Economic Implications”17 – the six authors, each 
from a different social area, stressed the importance of the 
population’s social, economic, and cultural background for its 
ability to cope with crisis situations. The document presents one 
obvious conclusion: “Social cohesion is the key to Israel’s 
ability to recover from the damage caused by the war.” One of 
the arguments expressed in the document is that due to 
inadequate deployment during the war in the North, “the ability 
of the individual and his or her family to remove themselves 
from [the area under attack] was a function of their economic 
state and personal functioning. Among the threatened civilians, 
the healthy and the affluent were able to distance themselves 
from danger by virtue of their personal resources. Not all of 
them exercised this possibility but it was available to them. 
Persons with disabilities and others who also lacked appropriate 
resources, however, stayed behind for lack of choice until 
private and nonprofit entities – and, toward the end of the war, 
the state authorities, as well – helped them.” 

Thus, the disparities that characterized Israel’s North in an 
inferior position relative to the rest of the country even before 
the war also affected the resilience of this population group 
during the war and during and after the period of rehabilitation. 
Social, economic, and cultural disparities become more 
significant and conspicuous when a population is exposed to a 
state of war. The overall low ranking of Israel’s north relative to 
its center is the product of various social and economic factors. 
The inequality between the periphery in the north (and south) 
and the central districts is reflected in Israel, as in all 
industrialized countries, in indicators of health and delivery of 
health care services – disparities in life expectancy, age-
standardized mortality, infant mortality, discharge from 
hospitals, etc. Additionally, northern Israel has amongst the 
                                            
 17 Taub Center for Social Policy Studies in Israel. 
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country’s lowest number of hospital beds in relation to 
population size. The inequality is also reflected in the socio-
economic profile of the northern localities and their populations 
and in the overall regional distribution of social services. The 
average income of men and women, for example, is lowest in 
the Northern region.18  

Notably, no player of consequence in Israel today, including 
service providers and government ministries, defines disparities 
in health care as something worthy of priority in planning, 
funding, or action. Inequity in health care, like socio-economic 
inequity generally, is not a priority on the Israeli agenda. 

The health care system, as a component of the social services, 
is generally responsible for the advancement of health care 
services in order to contribute to an improvement in the general 
level of health. Measuring the contribution of social services to 
an improvement in residents’ welfare and quality of life, 
however, is problematic: not all successes of the system are 
reflected in clear quantitative values. The health care field is no 
exception; the economic utility to society of an individual’s 
good health or an improvement in the public’s overall health is 
difficult to determine. In contrast, the reality of long-term 
underinvestment in health care affairs is common. The results 
are more visible at a time of crisis such as a war. 

Several lessons of the recent war are relevant today for 
discussion about how the health care system copes with 
emergencies and difficulties. First, the civilian home front was 
intensively involved in and exposed to the war as it absorbed 
thousands of Katyusha rockets on a daily basis for weeks on 
end. In fact, one-third of the country’s population became a 
front – a magnitude much wider than the familiar definition of a 

                                            
18 The findings were taken from data recently published by the Central 

Bureau of Statistics and the Ministry of Health, 2006. The difference 
between the north and the center of the country is stressed because there is 
little difference between the north and south.  
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confrontation-line population. Second, the exodus of inhabitants 
of the North to safe and distant areas was highly selective, as 
stated. This carries special significance for the required 
distribution of health care services not only in the North but 
elsewhere as well. 

1. Deployment of the Health Care System and    
Problems that Arose 

In 2000, before the Israel Defense Forces left Lebanon, the 
health care system drew up a protocol in the event of a military 
confrontation on the northern border. Although the plan was not 
updated, it established a functional framework that was ready 
for action as soon as the war broke out. The District Health 
Bureau, the hospitals, and the sick funds operated on its basis. 
However, since no state of emergency was declared, the civilian 
emergency systems were not activated. 

The health care services in the North had to contend with the 
needs of inhabitants who remained in their localities. 
Importantly, the outflow of population was selective. Although 
the information about the extent of the exodus is incomplete, it 
is known that tens of thousands headed south. Those who could 
afford to stay in the south for the duration of the conflict did so 
at their own expense. Others were invited to stay with relatives 
or friends and the Jewish Agency for Israel sent children to 
summer camps for certain periods of time. Toward the end of 
the war, organized groups set out to a tent city that was 
established at the Tel Aviv Fairgrounds. 

The health care services had to cater to a relatively small 
population of inhabitants who had shelters and safe rooms in 
their homes and families who elected to stay for various reasons. 
The chronically ill and the nursing patients also stayed behind – 
many of whom could not afford to leave their homes – as did 
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single-parent mothers with their children and almost all of the 
Arab population. 

Leadership by the District Health Office. The District 
Health Office of the Ministry of Health ran the services in a 
centralized manner throughout this period, under the direction of 
the district physician. The bureau established full cooperation 
with everyone involved in health care and with the civilian 
systems, holding coordination meetings among all players as 
soon as the war broke out and as it continued. Those involved 
stayed in touch several times each day by means of conference 
calls in which officials from outside the district, e.g., the Haifa 
District physician, were included. Furthermore, daily 
consultations were held with the Supreme Hospitalization 
Authority to solve problems that could not be worked out on site 
and every local authority that sustained Katyusha strikes was 
contacted and asked about the assistance that it might need. The 
District Office, basing itself on information that it received from 
the sick funds, acted to evacuate nursing care patients to safe 
areas. There were problems in preparing summary reports for 
many of the patients.  

Hospitals responded to several issues, for example, they 
supplied discharged patients with a three-day supply of 
medications and performed essential tests when needed instead 
of referring patients to their community care system. 

Information. One of the most daunting problems that 
surfaced during the war had to do with the flow of information. 
In the modern world, especially during a crisis, available, up-to-
date, and reliable information is a prerequisite for responsible 
activity. In this regard, there were several problems. Daily 
advisories to the local population regarding going to work were 
vague and inconsistent. Information about health clinic hours 
was not available to the entire population. As for the flow of 
information among institutions, in most municipal authorities 
the emergency hotline did not forward up-to-date information to 
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the population, even though the health care institutions had 
given it to them. Additional problems came up in other 
information-related domains. There was a lack of information 
regarding nursing care and bedridden patients, the existence and 
locations of bomb shelters and the people staying in them, and 
mothers who have just given birth who had been discharged 
from hospitals. Below, the main types of problems that arose are 
discussed albeit in brief survey form. 

a. Organization of Services and Infrastructure 

No system can operate efficiently without the availability of an 
appropriate infrastructure. Several problems arose in this regard, 
some related to infrastructure of buildings and shelters, and 
others with respect to medical personnel and equipment. 

Appropriate protection/reinforcement for buildings. The 
clinics of all sick funds and Mother and Infant Care Centers 
were not reinforced. Consequently, by order of the Home Front 
Command, employees were not allowed to come to work there. 
In some locations, the lower floor was protected but the 
pharmacy was not, or in a certain clinic the upper storey and 
areas next to windows were off-limits, leaving insufficient room 
to run the clinic. Prior to the war, protection for community 
health care institutions was at the bottom of the scale of 
priorities. 

Armored vehicles. The two armored vehicles in the district 
were not enough during the crisis. Another problem had to do 
with transporting employees without armored vehicles, e.g., to 
Kiryat Shemona. Furthermore, personal means of protection for 
those working out of doors was almost totally lacking. 

Supplies for civilian and private entities was halted 
intermittently – not only in medicines and other medical 
equipment, diapers, and so on, but also in fresh food. (In this 
context, the conditions of transport of food by private entities, 
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e.g., without refrigeration, should be emphasized; only by 
chance were outbreaks of contagious disease avoided.) 

As for shelters, there was a lack of up-to-date information 
about public shelters, their exact location, and their condition. 
This impeded the planning of services for inhabitants of the 
shelters, especially those who were chronically ill or in need of 
nursing care. Physical conditions in the shelters were 
inadequate. Shelters were often found to be filthy, with severe 
sanitation problems, poorly ventilated, and without air-
conditioning in the hot summer days. Sometimes the elderly and 
ill were left in the shelters without caregivers. 

The home front command and public and private 
organizations visited the shelters but did not coordinate their 
actions. Therefore, some shelters were visited repeatedly and 
others were not visited at all. Due to the shortage of protective 
measures for vehicles and persons, visits by medical teams were 
limited. 

As for medical staff, the lack of a declaration of a state of 
emergency led to vagueness about the work of health care 
professionals, possibly the most important infrastructure of the 
health care system. Clear guidelines about compulsory reporting 
to work, travel to the workplace, and insurance for employees 
who reported to work under these circumstances were not 
provided. Activation of the civilian emergency system would 
have solved most of these problems. The question of employee 
transport was mentioned above. As for workers’ children, 
arrangements for child care and armored vehicles to transport 
children to planned activities were not made. Since young 
mothers are heavily represented among health care workers, this 
became an important issue. 

b. Provision of Services in the Community 

Sick funds provided different levels of primary and secondary 
service during the war – in the North and also elsewhere in the 
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country for those who headed south. The two largest funds 
delivered primary service at 40-60 percent of the normal rate 
and counseling services at 10-40 percent. The differences almost 
certainly stem from the difference in the socio-economic 
makeup of those insured by the funds. The funds’ directors 
claim that their institutions met all demand for clinic services, 
despite the limitations mentioned above. 

It is important to emphasize that during the war the sick 
funds provided service to anyone in need and not only their own 
members. 

Most patients who came for care had chronic illnesses. It was 
notably problematic to have large concentrations of people in 
unprotected areas, especially lining up at pharmacies. 
Furthermore, there were patients with special needs, such as 
drug addicts. The combination of long lines, problematic 
patients, and the absence of security personnel to maintain order 
frequently placed clinic staff in difficult situations. 

“Routine” preventive services were given in the usual 
fashion except in places that were under fire. New mothers were 
discharged from hospitals 24 hours after giving birth and 
mishaps occurred in reporting their discharge to the community 
services. Because the hospitals discharged them so quickly, they 
did not perform tests for conditions such as PKU. Some mothers 
reportedly had difficulty in nursing due to stress and anxiety. 
Problems in supplying baby formula aggravated the situation. 

c. Services for Special Groups 

Nursing care and bedridden patients. Until recently, such 
patients were served by public health nurses from the District 
Health Office under the Long-Term Care Insurance Law. About 
two years ago, the National Insurance Institute revised the 
arrangement and began to provide the service by itself. For 
reasons of confidentiality, the National Insurance Institute 
refused to provide information about service recipients. Nursing 
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patients cared for at home were often unable to go to the shelters 
or found it difficult to return to their homes from the shelters, 
especially if they lived alone or were left alone after their 
families departed. 

Nursing institutions on the front line of fire offered 
adequate conditions in terms of shelters and related facilities. 
However, the farther one went south in the district, the less 
adequate the protective measures were. 

The Health Office received information from sick funds and 
welfare services about the need to move nursing patients to safe 
areas. The office took responsibility for coordinating this service 
with the host institution and Magen David Adom (Israeli Red 
Cross) and things went well. However, obtaining an up-to-date 
patient summary report was sometimes problematic. 

Mental health. This field may have exposed the greatest 
issue of inequality that surfaced during the war in regard to the 
population that did not leave. Thousands of people who were 
exposed to rocket fire experienced states of anxiety. The extent 
of Post Traumatic Stress Disorder (PTSD) is still not known. 
There were no centralized community services that could care 
for these patients. Hospitals told those in need to come to them 
but soon found they were overwhelmed by the demand.  

The Arab population. The Arab population, which ranks 
low on the socio-economic scale, accounts for about half of the 
population of the Northern Region. Although many thought that 
Arab localities would not be attacked in the war, the reality was 
quite different: many Katyusha rockets fell in Arab localities, 
causing casualties. This population was largely uninterested in 
evacuating and the localities attacked were not interested in 
receiving assistance, e.g., for the elderly. However, the exposure 
to injury led to widespread anxiety, including some that beset 
entire families and necessitated appropriate group care. 
(Incidentally, two years before the war, discussions had been 
held with the district psychiatrist about preparing for rocket 
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attacks; a plan for such a situation was drawn up but was not 
tested.) 

Evacuees. The population that moved southward also needed 
health care services. Most of the extra burden was absorbed by 
the services in the other localities, but toward the end of the war 
people who could not move by themselves were evacuated to 
special locations that were established for them. This was a 
difficult population in terms of health care: the elderly, many 
chronically ill patients, persons with various disabilities, and the 
mentally disabled, who needed crisis intervention. This matter 
should be viewed only as an example of the problems that arise 
in mass evacuation of population. 

In summation, the confluence of several issues leads to the 
conclusion that social inequity generally, and disparities in 
health care particularly, placed large portions of the population 
of the North at extreme risk during the conflict. The population 
that remained behind in Northern localities during the war was 
sicker and socio-economically worse off than the others. Within 
this group, the Arab population stands out: its socio-economic 
status is relatively low and it accounts for half of the population 
of the Northern District. Against this background, it is worth 
emphasizing again that Israel has no policy in regard to 
disparities in health care, either for the North or for the country 
at large. 

The health care problems that arose during the war descended 
on a population that was at greater risk to begin with. This is 
said in regard to the condition of the shelters, the lack of 
information and protective measures, patients in need of nursing 
care who remained in their homes, problems in bringing 
professionals to work and to local clinics so that they could 
provide services, shortages of basic necessities, and so forth. All 
these matters are immensely important in view of the underlying 
situation, and must be addressed to plan for the future. 
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2. Lessons for Future Planning 

To encapsulate the lessons of the war in Lebanon in the field of 
health care, two possible scenarios must be addressed. The first 
relates to the need for district level deployment in each district 
that may face a situation similar to the one experienced by the 
North during the war. In the second scenario, the next war may 
not be limited to one district; it may include many districts. 
Then it would be difficult if not impossible to evacuate 
populations from one area to another. To cope with such a 
situation, the services must deploy in a way that will tackle the 
totality of issues in the district itself and in each and every 
locality. 

At the national level, in view of this experience, it is urgent 
to formulate policy and take action against the current socio-
economic disparity and its steady expansion countrywide. The 
problem is not limited to the North; it relates to all parts of the 
country including the major cities. 

Another general aspect relates to the necessity and the 
importance of proclaiming a state of emergency, because this 
makes it possible to activate the army’s emergency systems. 
Had a state of emergency been declared, the various services 
might have performed more smoothly and many officials might 
have been co-opted for the requisite actions. 

As for the health care system, the existing inequality in 
health care and health care services among and within the 
various parts of the country is immensely significant for the 
citizens of Israel at any time, and especially in a war time crisis. 
Irrespective of the specific issues that arose during this 
particular crisis, priority should be assigned to policymaking 
and planning of actions that will narrow disparities in health 
care and the services. 

Although this survey will not discuss the matter in detail, two 
main categories of lessons that came up in discussions will be 
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related to: one regarding the organization of services and the 
other concerns special groups of service recipients. 

a. Organizing the Services 

Public shelters. Health care services today are provided at 
community clinics or in physicians’ offices. Reality demands a 
plan that will deliver services to the public shelters when 
necessary. This has implications for the maintenance of the 
shelters, arranging protected transport to them, protecting the 
workers, and a plan that will keep the shelters in working order. 

A series of indicators has to be updated from time to time: the 
existence and exact location of each shelter, the level of 
maintenance and cleanliness, water, sanitation, ventilation, and 
air-conditioning. On this basis, planning is needed as to 
responsibility for visiting the shelters, the composition of the 
visiting team, frequency of visits, protected motor vehicles, 
personal protection of workers, and planning of the delivery of 
medicines and food. 

Health care service staff. Intelligent use of restricted 
working orders, or arrangement for compulsory attendance at 
work; insurance in wartime for employees who do not receive 
orders not to work; planning of worker transportation when 
necessary; protected transport to and from work; places to sleep; 
and provision of food for workers. As for workers’ families, 
child care and activities for other family members should be 
arranged. 

Protective measures. Appropriate protection for community 
health care services, and transport were conspicuously absent 
during the war. 

Information and communication. Solutions are needed at 
two levels – vis-à-vis the public and within and among the 
services. In regard to communication with the public, it is 
essential to establish overall responsibility for accurate and 
consistent dispersal of information to the public in matters of 
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health care, health habits, and use of community and inpatient 
health care services; provision of up-to-date information about 
clinic hours, readily available information about delivery of 
services to homes/shelters; the possibility of receiving up-to-
date information online and communicating with doctors by e-
mail; and generally speaking, providing up-to-date information 
around the clock by means of emergency hotlines. 

As for communication within and among services. It is 
necessary to establish an emergency communication system 
linking all services inside and outside the health care system; to 
expand the health care services’ computer systems so that health 
care information may be downloaded when necessary without 
compromising medical confidentiality; and to establish an 
efficient and standard interpersonal communication system for 
the use of the services and their staff. 

Cooperation with those outside the health care system. 
Planning and holding exercises in cooperation between the 
health care services and military systems (home front) and 
civilian systems (municipal authorities, civilian emergency 
system); enhancing the efficiency of cooperation within the 
health care system-integrating clinics and staff, communication, 
etc. 

Evacuation. Establishing personal and group criteria for 
evacuation; determining overall responsibility, especially in 
regard to patients in nursing care facilities and those with 
disabilities; establishing evacuation destinations for nursing care 
patients and methods of coordinating the evacuation with them; 
establishing responsibility for performing and coordinating the 
move. 

Volunteers. Central coordination of needs, contents, and 
locations of volunteers, and transport of volunteers – in the 
health care system and at large – to where they need to be. 
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b. Special Groups 

Patients with disabilities. It is essential to assure regular 
updates and sharing of information among the services and 
systems (including National Insurance Institute) about nursing 
care patients and their locations, persons with disabilities who 
are housebound or have difficulties taking care of themselves, 
the lone elderly, and the chronically ill. The information should 
be centralized with the District Health Office and should serve 
as a basis, in conjunction with the sick funds, for the planning of 
services for these people. 

Mental health. A policy principle should be established for 
diagnosis and care of anxiety in a community setting; the 
establishment of community-based mental health centers for this 
purpose; the advertisement of their location; and their activation 
for the public. The service should address itself to variance 
among different cultural groups and should be planned 
accordingly, e.g., for the Arab population; detection, diagnosis, 
and treatment of PTSD. 

Post-natal care after discharge from hospital. when early 
discharge takes place, the Health Office should be notified. 
There should be telephone follow-up to track mother and infant 
convalescence and to attend to post-natal issues. 

In sum, the main lessons of the war should be kept in mind 
when planning for the future. Within this generality, the main 
thing, perhaps, is to bear in mind the different nature of the war 
that is foreseen in the region and the magnitude of the 
population that may be exposed to it. The resources that should 
be allocated for appropriate deployment and regular on-going 
maintenance of all components of the system should be planned 
accordingly. 
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Personal Social Services 

Introduction  

The personal social services are among the mainstays of Israel’s 
social service system. They provide crucial responses to the 
problems and needs of individuals, families, groups, and 
communities that find it difficult to cope with various forms of 
distress that impact on their functioning, quality of life, and 
social integration. The Ministry of Social Affairs and the local 
welfare departments are responsible for developing the services, 
determining their contents, and financing them. Responsibility 
for the delivery of most services, in contrast, has long belonged 
to non-governmental organizations (NGOs), including voluntary 
agencies, non-profits (NPOs), and private businesses.  

Governmental and local social services provide, either 
directly or by means of NGOs, various types of assistance for a 
wide range of population groups, including children and teens at 
risk, seniors and others with disabilities, families in distress and 
crisis (including single-parent and immigrant households), the 
mentally disabled, alcoholics and drug addicts, and the 
homeless. 

Thus, Israel’s personal social services focus on assisting the 
population groups that constitute the weakest and the most 
vulnerable segments of society. The cutbacks in in-kind and in-
cash social services in recent years have heightened the distress 
of these population groups, prompting more people to turn to the 
personal social services and increasing the burden on local 
welfare departments and their staff. In many localities, the 
welfare services are less able to handle their workload 
adequately due to a budget crunch that hits them from two 
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directions – recent cutbacks in central government allocations 
for some services and, no less important, the downscaling of 
local authority participation in the welfare budgets in many 
localities, especially those that rank low on the socio-economic 
scale, such as Arab localities and Jewish localities in peripheral 
areas. 

Thus, the personal social services face a daunting challenge 
that demands a response: an increase in needs without an 
increase in available resources.  

The various organizations that operate in the area of the 
personal social services (the Ministry of Social Affairs, the 
National Insurance Institute, local welfare departments, 
volunteer organizations, and businesses) have displayed a great 
deal of creativity and innovativeness over the years, developing 
a range of services and programs that cater to populations in 
need of assistance. Many of these programs have attained their 
goals, helping various population groups to progress and 
improve their quality of life. Due to the cutbacks in resources, 
however, quite a few of them have been implemented on only a 
very small scale and, therefore, have unfulfilled potential. 

This review of the state of the personal social services 
includes three main parts. Part 1 examines the structure, 
components, and characteristics of the main service categories 
and surveys the main changes that have occurred in government 
expenditure for these services in recent years. Part 2 focuses on 
several main characteristics and problems of the services and 
points to possible methods of addressing them. Part 3 briefly 
describes how the war in the North in the summer of 2006 
revealed the characteristics and problems of the services through 
their functioning, and offers recommendations that may help the 
services to cope more effectively with future emergencies. 
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1. Recent Developments 

In 2006 and 2007, government budget on personal social 
services came to NIS 5.7 billion (in 2005 prices), marking an 
increase over the 2003–2005 plateau, which was lower than the 
2002 level (NIS 5.5 billion). Although expenditure increased 
relative to 2000–2002, the personal social services could not 
avoid the general erosion of social service expenditure that 
occurred in the middle of this period. Nevertheless, the share of 
the personal services in total in-kind social service expenditure 
(a catch-all including education, health care, housing, immigrant 
absorption, and the personal social services) has been increasing 
gradually since the beginning of the decade – from 5.8 percent 
of the total in 1995 to 7.7 percent in 2001, 8.7 percent in 2002, 
8.9 percent in 2004, and 9.0 percent in the past two years. 
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Figure 1. Expenditure on Personal Social Services
NIS billions, 2005 prices
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 Notably, the total expenditure for the personal social 
services should also include the participation of local 
authorities. In recent years, this source has contracted 
significantly in many localities. Furthermore, due to the 
continual increase in the number of individuals and households 
that apply to the welfare services for assistance, the average 
expenditure per client (individual and household) has declined 
in many places in recent years. Thus, the effect of the increase in 
government expenditure for personal social services seems to 
have been offset by the contraction of local authority 
participation and the rise in the number of applicants for these 
services in many localities. Below is a review of the main types 
of welfare services, changes in them over time, and their main 
characteristics. 
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a. Services for the Elderly 

Services for the elderly are central in the personal social 
services. Nearly half of government expenditure for personal 
services in 2006 – NIS 2.6 billion out of NIS 5.7 billion – were 
earmarked for this population group. Importantly, however, 94 
percent of the expenditure on the elderly is allocated for services 
under the Long-Term Care Insurance Law: NIS 2.4 billion in 
2006 as against NIS 1.8 billion in 2000 (an increase of 33 
percent). Expenditure on other services for the elderly, in 
contrast, was NIS 249 million in 2006 as against NIS 272 
million in 2000 (an 8 percent decline). 

There are two main types of services for the elderly: 
community-based and institutional. Community-based services 
strive to respond in various ways that will allow the elderly to 
continue living at home while enjoying an adequate quality of 
life. These services include several main components: nursing 
care, “supportive community” services, day centers and club 
facilities of various kinds, amongst others.  

Nursing care services are provided to elderly who find it 
difficult to perform activities of daily living such as dressing, 
bathing, and activities outside the home, such as shopping and 
buying medicines. The services are legislated in the Long-Term 
Care Insurance Law, which is under the responsibility of the 
National Insurance Institute. However, the “basket” of services 
to which the individual client is entitled, including the choice of 
the organization that will deliver the service, is determined by 
local committees, headed by social workers that operate in each 
local authority. The local welfare departments are responsible 
for providing nursing care services for elderly in their home to 
those who require service but do not qualify under the law. 

As of the middle of 2006, some 119,000 elderly were 
receiving services under the Long-Term Care Insurance Law. 
When the law was first implemented in 1988, it served only 
21,000 clients. Over eighteen years, then, the population of 
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service recipients has grown six-fold – much faster than the 
elderly population. It is largely assumed that most seniors who 
are eligible for service under this law are receiving it. Notably, 
the growth rate of the eligible population has been slowing in 
recent years. The large population of aged recipients of service 
under the Long-Term Care Law is indicative of one of the 
results of legislating services, a method that makes it obligatory 
to provide services to those eligible. 

“Supportive Community” is a term that denotes a 
community service center that provides a range of services for 
seniors who continue to live at home: emergency medical 
assistance, home repairs, call buttons, volunteers who assist in 
shopping and other activities, as well as information and 
counseling. The number of supportive communities has been 
growing rapidly – from only seventeen in 1997 to an estimated 
200 at the end of 2006. 

Daycare centers and “Golden Age clubs” operate today in 
most urban localities and regional councils to provide a wide 
range of services for elderly who live in the community. These 
services include, but are not limited to, social and cultural 
activities, counseling and training courses in various subjects, 
hot meals, physical activity, and occupational therapy. Most 
centers are run by local NPOs for the elderly. On the average, 
around 2 percent of seniors use these services. The reasons for 
the low rate of participation should be examined because large 
resources have been invested in these services. 

Social clubs for the elderly operate in all urban localities and 
most rural ones. Run by various organizations such as local 
NPOs for the elderly and retirees’ associations (Association of 
Pensioners, Teachers’ Union, retirees from various workplaces, 
immigrants’ organizations, etc.), the clubs focus on social, 
cultural, and recreational activities for their members. 

Other community services for the elderly include 
information and counseling, employment clubs, recreational 
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getaways, delivery of hot and frozen meals, heating subsidies, 
transport to medical care, assistance with medical treatments 
that are not covered by National Health Insurance, caretaker 
services, home repairs, and installation of safety devices at 
home. These services are delivered by local welfare 
departments, NPOs, and business entities. 

The elderly may move to institutional services when, for 
various reasons, they prefer or are forced to leave their homes 
and move into an institutional setting. The Ministry of Social 
Affairs is in charge of institutional services for independent and 
frail elderly; the Ministry of Health is responsible for services 
for seniors in need of nursing care. In this field, the welfare 
departments assist by referring seniors to institutions and 
providing financial aid to those who cannot afford residence in 
an institution. The Ministry of Social Affairs supervises some 
200 institutions for the elderly in order to assure the quality of 
the service that they provide. 

In summation, the social services for the elderly have 
several main characteristics: a wide variety of services, 
dispersed countrywide; a large number of users of some 
services, foremost long-term care, as against limited use of other 
services, such as day centers. Another conspicuous 
characteristic is the involvement of hundreds of NGOs in service 
delivery – a feature that recurs in personal services for other 
population groups as well. 

b. Services for Children 

Services for children and youth are meant mainly for children in 
households in distress or at various states of risk through 
exposure to violence, physical and psychological neglect, or a 
family environment that prevents sound development or 
educational and social integration. The expenditure for these 
services in 2006 was NIS 716 million, 12 percent more than in 
2000. 
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Services of this type include two main components: 
community-based and institutional. The latter accounted for 64 
percent of total expenditure in 2006; some 30 percent was 
accounted for by community-based services. Notably, the share 
of expenditure earmarked for institutional services has been 
declining over time (from 71 percent in 2000) and that of 
community-based services has been rising (from 23 percent in 
2000), reflecting the pro-community policy that the Ministry of 
Social Affairs has adopted in recent years. This policy aspires to 
reduce the number of children who live away from home and to 
develop community-based services. Importantly, however, while 
more is being spent on community services for children than in 
previous years, the sum (NIS 200 million) is insufficient to meet 
the many needs of children and youth at risk, whose number, 
according to various estimates, verges on 350,000. It is also 
noteworthy that 30 percent of children in Israel live in 
households below the poverty line. Accordingly, the social 
services help only a small proportion of those potentially in 
need. 

Community services for children include several programs: 
Special programs for children at risk, including emergency 

centers for children who are removed from their homes due to 
exposure to physical violence and emotional neglect. The 
centers provide immediate protection for children who have 
been harmed by family members or their surroundings and 
prepare them, by means of appropriate therapeutic intervention, 
to return to their families or to be placed in other settings 
(residential facilities or foster families). Responsibility for the 
care of children at risk is entrusted to social workers, some of 
whom function as welfare officers and are authorized to 
implement various child protective laws. All local welfare 
departments have welfare officers. 

Programs for children in families in distress. Over time, 
especially in recent years, a range of services and programs to 
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enhance the development of children in families in distress have 
taken shape: employment of caregivers who offer personal 
assistance; family-style preschools and multi-purpose day 
centers for preschoolers; daycare centers; club-type facilities; 
afternoon centers where children can stay after kindergarten or 
school; play centers; and special intervention programs such as 
Ha-Ken and Orion.  

Most community services for children are paid for by the 
Ministry of Social Affairs and local authorities but are delivered 
by volunteer and private organizations. 

Residential services (residences and foster families) are for 
children who cannot continue living at home due to situations of 
violence and severe physical and emotional neglect. Referral is 
made by the local welfare services. In 2006, some 8,500 
children were in such settings, including 1,800 with foster 
families. In recent years, fewer children have been referred to 
residential settings and more have been placed with foster 
families. 

The Ministry of Social Affairs supervises children’s 
residential facilities, owned by private and volunteer 
organizations, to assure their quality of care. Notably, in 2002 
responsibility for foster families was transferred from the local 
welfare departments to three volunteer organizations. (Only two 
local authorities continue to deal with this matter.) 

In summary, the services for children have several main 
characteristics. First, government expenditure focuses on 
residential services that cater to only 8,500 children. Although 
expenditure on community-based services has been rising in 
recent years, it is too small to meet the needs and the services 
still reach few children. Although the range of services is wide, 
their dispersion around the country is uneven. Another 
characteristic is the large number of organizations, including 
volunteer and business entities that operate in this field of 
service. 
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c. Services for the Mentally Disabled 

Government expenditure for this population group has been 
growing steadily in recent years – NIS 816 million in 2006 as 
against NIS 610 million in 2000 (a 25 percent increase). Most of 
the expenditure (NIS 700 million, 85 percent of the total) goes 
for institutional services; the remaining 15 percent goes to 
community-based services. Although this ratio has hardly 
changed over the years, the increase in the total outlay for 
services for the mentally disabled has allowed the community 
services to develop and expand. 

Community services include diagnostic centers, therapeutic 
hostels and day centers, preschools for the 0-3 age group, 
nursing and rehabilitative daycare centers, social club settings, 
recreational getaways (in which family members of the disabled 
can also participate), summer camps, rehabilitative work 
projects, home-care services, and counseling centers for the 
disabled and their parents. 

Residential services include residences, foster families, and 
hostels in the community. The number of users of these services 
rose from around 7,800 in 2000 to 8,800 in 2004 (a 14 percent 
increase). The main services of this type are residences 
(institutions) and hostels, where the disabled live and function 
within the community. 

In summary, services for the mentally disabled (community 
and institutional alike) are provided mainly by volunteer 
organizations and businesses and have several typical features. 
First, a clear preference for residential services, including 
institutions and hostels in the community, is still evident. The 
community services address the full spectrum of needs of the 
disabled but the coverage of this population group is extensive 
in the Jewish sector only. In this field, too, business and 
volunteer organizations are heavily involved and are central in 
service provision. 



Personal Social Services                                                                          193                                                       
 

d. Services for the Disabled 

Responsibility for care and assistance for persons with 
disabilities in Israel belongs to three main entities: the Ministry 
of Social Affairs and the local welfare departments, the National 
Insurance Institute, and the Ministry of Defense. The welfare 
departments care for persons whose disability is related to 
physical illness, deafness, blindness, and organic conditions 
such as brain damage and learning disorders. The National 
Insurance Institute cares for casualties of traffic accidents and 
enemy action, and the Ministry of Defense is responsible for 
persons injured while in military service and families of IDF 
fallen soldiers. This survey focuses on the activities of the 
Ministry of Social Affairs and the local welfare departments. 

Government expenditure on these services was NIS 432 
million in 2006 as against NIS 329 million in 2000 (a 25 percent 
increase). Most of the sum (70 percent) is spent on services in 
the community; the rest is earmarked for institutional services. 
Community-based services have been the preferred vehicle for 
this population group for many years, although in recent years 
the share of expenditure allocated to institutional services has 
been rising slightly. 

Community services for children with disabilities include 
diagnostic centers, day centers, family-style preschools, summer 
camps, and personal aides. Adult disabled are offered diagnostic 
centers, social clubs, training centers, advanced education and 
vocational rehabilitation centers, counseling and job placement 
programs, and supportive and sheltered employment projects. 
Hameshakem Ltd. plays a central role in employing the 
disabled: in 2005, some 2,900 persons with disabilities were on 
its payroll. Special services are available for persons with 
specific disabilities, such as the blind and deaf. 

Institutional services include day centers, hostels, and 
sheltered-housing arrangements in the community and with 
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foster families. In 2005, some 2,300 persons made use of these 
settings. 

In summary, volunteer and business organizations deliver 
community and institutional services for persons with 
disabilities, with preference for community-based services. The 
services are severely fragmented and responsibility for them is 
divided among various players: the Ministry of Social Affairs, 
the National Insurance Institute, and the Ministry of Defense. 

e. Correctional Services for Youth and Young Adults 
The correctional services include treatment, social supervision, 
rehabilitation, and preventive services for juvenile delinquents 
as well as general and preventive care for youth and young 
adults who are functionally challenged, disengaged from 
normative social settings, and susceptible to risk of deterioration 
into deviant and criminal behavior. 

The target population includes mainly adolescents who do 
not attend school or work or who do one or the other irregularly. 
Many clients come from families with problems of violence, 
unemployment, physical and/or mental illness of one family 
member, or difficulties associated with immigration. Many of 
the clients are criminal offenders, street kids, or drug users. 
Others have psychological problems and learning disorders. Still 
others were discharged from prisons or halfway houses for 
offenders and have been turned down by the army. 

Expenditure for these services rose from NIS 200 million in 
2000 to NIS 265 million in 2006 (a 30 percent increase). About 
35 percent of the expenditure in 2006 was allocated to 
institutional services (hostels of the Youth Protection Authority) 
as against roughly half in 2000. Thus, expenditure for 
community services for this population group increased 
noticeably, especially in respect to probation services and 
services for youth in distress. In contrast, expenditure on 
miftanim (community-based day institutions for rehabilitation 
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and therapy) has declined considerably. This survey relates to 
community services that are provided to youth by local welfare 
departments. In many localities, however, the Ministry of 
Education and the local education departments are the ones in 
charge of community services for this population group. 

Community services for youth include counseling and 
individual treatment; social clubs; assistance in enrolling in 
schools, vocational training and employment projects; legal aid 
and material support; and development of training programs 
such as life-skills workshops and preparation for military 
induction, job search workshops, training of sports counselors, 
community theater, shelters for homeless youth, special cafés 
for teens, and drug treatment centers. 

Girls in distress are eligible for special community services 
including individual and group treatment, care of victims of 
sexual assault, halfway houses for those in need of intensive 
assistance, and shelters for the homeless. A large share of 
community services for youth is provided by volunteer 
organizations. 

The Youth Probation Service is a national government entity 
that cares for juvenile delinquents (aged 12-18). It assists the 
law enforcement system by tailoring methods of treatment and 
rehabilitation to minors and steering them away from criminal 
conduct. The Probation Service also employs special 
investigators for children up to age fourteen who are involved in 
sexual offenses (as victims, witnesses, and suspects) or are 
victims of or witnesses to violence against minors. 

Institutional services for youth, run by the Youth Protection 
Authority, include nine hostels where young offenders may stay 
after referral by the juvenile courts. 

In sum, these services are typified by an increase in 
government expenditure for community services and, a 
declining share for institutional services (the Youth Protection 
Authority hostels). The community services are provided largely 
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by volunteer and private organizations and include a wide 
variety of programs. The main problem is that these programs 
reach only part of the young people in need of assistance. 
Furthermore, in this field, as in others, the extent and quality of 
services varies among localities. 

f. Personal and Family Welfare Service  

The Personal and Family Welfare Service aids parents who 
encounter difficulties in childraising, families in economic 
distress and crisis occasioned by violence, loss, disability, 
illness, unemployment, imprisonment, or addiction on the part 
of one or more family members, and homeless persons and 
families. Since expenditure for these services is distributed 
among various budget lines, recent trends are difficult to track. 

Services include family-life counseling and training, 
information, mediation, liaison with other services, assistance 
units aligned with the family courts, domestic violence treatment 
centers including special hostels for behavior change among 
violent men and shelters and halfway houses for battered women 
and their children; paraprofessionals who visit and counsel 
families in distress in matters such as childrearing and 
education; a domestic violence hotline; family budget 
management workshops; and instructional programs for building 
parenting skills and couples counseling. Additional services 
include special assistance centers for single-parent households 
and direct aid in matters such as convalescence and getaways 
after illness, basic home appliances, and funding for medical 
needs not covered by National Health Insurance, such as dental 
treatment.  

Community services are delivered by welfare departments as 
well as volunteer organizations and businesses. The range of 
programs is broad but the spectrum of services varies widely 
among localities.  
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g. Other Services 

Other services include community work to strengthen residents’ 
ability to organize, design and plan a well developed array of 
services suited to their needs, and community services for 
additional population groups including drug addicts, alcoholics, 
prisoners’ families, discharged prisoners, homeless persons, and 
foreign workers. These services, like those mentioned above, are 
provided by local welfare departments and also by volunteer 
organizations and private entities. There are considerable 
disparities between geographic localities in service provision. 

2. Main Characteristics of the Services 

The foregoing review of developments in the personal social 
services indicates several main characteristics and related 
problems and issues. 

a. Inadequate Resources 

Although government expenditure on some personal social 
services has increased in recent years, the rise has not kept pace 
with the growth of the needy population. One factor behind the 
rise in needs is the sharp cutback in child allowances and other 
benefits in recent years. Furthermore, while the personal social 
services derive much of their budget from central government 
allocations, another portion, albeit smaller, is covered by local 
authorities. Local authorities are expected to finance 25 percent 
of their welfare budget but most provide a larger share – more 
than half in some cases. With local governments facing a budget 
crunch that in some localities has ballooned into financial crisis, 
many local authorities are finding it difficult to cover their share 
of the social service budget. Therefore, even if central 
government expenditure has increased somewhat, the 
contribution of the increase has been offset in many localities by 
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the decline in local authority financing and a rise in the client 
population. 

The shortage of resources is especially obvious in community 
services for children, youth, and families. With resources in 
short supply, many localities – especially socio-economically 
weak ones – have reduced staff and cancelled or downsized 
various programs and services. 

b. Incomplete Coverage of Needs 

In one of the main manifestations of the decrease in available 
resources for many local welfare departments, the social 
services are not reaching all relevant population groups and, 
therefore, are not fully meeting their needs. Incomplete coverage 
is especially typical of services for children and youth. 

c. Diversity of Needs and Varied Population Groups 

Due to their roles and responsibilities, the personal social 
services are involved in a wide range of services to diverse 
population groups, including the elderly, children, youth, 
families, persons with disabilities, the mentally disabled, drug 
addicts and alcoholics, and the homeless. These population 
groups have continuing needs, such as those resulting from 
long-term disability, and transient needs, such as economic 
distress originating in temporary unemployment. This type of 
involvement forces the social services to cope concurrently with 
a wide range of needs and problems. Some of them entail 
immediate responses and place the welfare departments under a 
heavy burden that, as stated, is incompatible with the resources 
available to many of them. The workload compromises the 
welfare department’s ability to plan its actions, perform 
prevention activities, and establish clear priorities to direct their 
professional and financial resources. 
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d. Incomplete Legal Infrastructure 

The services fall into three categories in terms of their legal 
basis. Some have no legal basis, others are based on protective 
laws, and still others are legislated with defined services that the 
population is entitled to. The broadest infrastructure is of 
protective laws, which aim to protect the well-being and welfare 
of population groups such as children, youth, and elderly at risk. 
The main legislation in the personal social services is the Long-
Term Care Insurance Law, which assures nursing care for the 
elderly. 

Local welfare department staff apparently devote much of 
their time to legislated services and to the implementation of 
these laws. Furthermore, most budget expenditure for social 
services is earmarked for these services. Consequently, the 
departments and their staff have fewer resources for services not 
legislated. Many of these services, for children, youth, and 
families, are no less vital than those set by law. 

e. Geographic Inequality in Extent and Level of Services 

Israel’s localities are not equal in the human and financial 
resources that they can devote to social services. Therefore, the 
range, level, and quality of the services that can be provided are 
also unequal. The disparities are reflected in several indicators, 
such as the ratio of welfare department staff to clients and the 
average expenditure on social services per individual and client 
family. As a result, service to citizens often depends more on 
where people live than what they need. The disparities stem 
from differences between geographic localities in the extent of 
resource allocation for social services by central and local 
government; local service use and initiative in the social service 
field; and local involvement on the part of private foundations, 
volunteer organizations, and businesses. 
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f. Profusion of Diverse Organizations in the Social Service  
    Arena 

NGOs (volunteer and business) have been active in the social 
services for many years. Some of them, mainly volunteer 
organizations, have even played a pioneering role in the 
development of new services for special population groups such 
as persons with physical and/or mental disabilities, and battered 
women. These organizations have become more active in recent 
years, largely because the partial privatization policy shifted 
responsibility for the delivery of many state and local services to 
NGOs. (Examples are nursing care, day centers for the elderly, 
family-style preschools, hostels, halfway houses, and shelters 
for women and girls.) 

Most organizations that deliver central and local services 
operate under contracts with governmental and/or local 
authorities. The proliferation of organizations has expanded the 
supply of services and allows consumer choice. At the same 
time, though, it has narrowed the roles and responsibilities of the 
central and local authorities and has created a complex arena of 
services in which redundancy, competition, and lack of 
coordination are typical. Furthermore, the reassignment to 
NGOs of responsibility for the delivery of many central and 
local services subjects the welfare departments, burdened to 
begin with, with the additional duty of supervising these 
organizations’ activities. 

g. Large Scale Privatization of Service Delivery  

As noted, most central and local social services, community and 
institutional alike, are delivered today by volunteer and business 
NGOs. This has transformed the functioning of the welfare 
departments and their staff: instead of dealing mainly with the 
planning and delivery of services, they now have additional 
roles of an administrative nature, such as negotiating with 
organizations and supervising their activities. The privatization 
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of service delivery has also reduced direct contact between the 
welfare departments and many of their clients, as most care and 
assistance for needy population groups is now handled by 
NGOs. 

h. Limited Consumer Involvement  

The consumers of social services have a minimum degree of 
involvement in shaping the complexion and operation of the 
services. 

i. Limited Ability to Initiate and Innovate 

In view of the varied population groups that use the personal 
social services and their diverse and changing needs, the service 
providers must offer a wide spectrum of responses and develop 
new intervention methods and services. The ability of the 
service delivery system – welfare departments and NGOs – to 
offer a range of services, initiate and develop new programs, and 
adapt existing programs depends largely on the initiative and 
innovativeness of the staff and the resources available to them. 
As noted, these resources are allocated in an unbalanced and 
unequal way among localities. 

j. Incomplete War on Poverty  

Despite their multiple responsibilities and the distress of their 
client groups, the local welfare departments are not perceived as 
actors who can and should be central in helping persons and 
families to raise themselves out of poverty. Indeed, few local 
welfare departments apply programs, such as employment 
projects, that focus specifically on poverty and its prevention. 

k. Vague Division of Labor and Powers between the Ministry 
of Social Affairs and Local Welfare Departments 

The Ministry of Social Affairs provides local welfare 
departments with most of their budgets and, by means of various 
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standards and directives, determines their modus operandi. At 
the same time, the local welfare departments are in charge of 
funding some of the services and delivering them (directly or by 
proxy). The resulting vagueness is reflected differently in 
different localities. Some localities, especially those that are 
socio-economically strong, cover a larger share of their social 
service budgets – sometimes exceeding the 25 percent 
requirement – and display a great deal of autonomy by raising 
their own private funds and developing services by themselves. 
Other localities, mostly those that are low on the socio-
economic scale, struggle to cover their share of the funding and, 
therefore, depend heavily on central government allocations. 

Additional factors that affect localities’ ability to advance 
their social service programs are the degree to which national 
and local volunteer organizations establish a presence and 
involve themselves in the development of local services as well 
as the local authority's ability to raise funds from private 
sources. 

To date, no clear policy has been adopted to regulate 
relations between the Ministry of Social Affairs and local 
authorities and to help to smooth their integration in a way that 
is suited to localities with different socio-economic profiles. 
Such integration should lead to an appropriate balance between 
government guidance, which helps the authorities to develop 
services and deliver them in an equitable and high quality way, 
and the goal of developing the community aspect, encouraging 
local initiative, and promoting local raising of resources. 

l. Poor Alignment between the Structure and Modus Operandi 
of Many Welfare Departments and Their Economic and 
Political Environment 

Local welfare departments and their staff face many challenges 
that force them to function despite the shortage of resources, the 
growing number of applicants for assistance, and a government 
and local authority policy that seeks to privatize the delivery of 
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most services. The departments have to relate regularly with 
many organizations that operate in this arena, including 
volunteer associations, businesses, and foundations. Few local 
departments are geared to cope appropriately with these 
changing circumstances, influence them, and make the most of 
them. Furthermore, many of the departments’ social workers 
face new duties, including administrative functions for which 
they have not been trained. 

This review of the personal social services and their 
characteristics points to their importance, contribution, and 
immense potential. However, some of the potential is unfulfilled 
due to the problems that typify the system and impede its ability 
to act. Below several methods of action are proposed that may 
improve the structure of the social services and make them 
better able to contend effectively with the challenges that they 
face. The proposals are preliminary and constitute a basis for 
further discussion and development: 
1. Strengthen the role of the Ministry of Social Affairs as a 

policymaker, an initiator of service development, and 
facilitator of better coordination among the diverse entities 
that populate the social service milieu. 

2. Adjust government expenditure on social services to changes 
in the size and needs of the client population groups. 

3. Adjust the local welfare departments’ personnel size to the 
size and needs of the client groups. 

4. Provide welfare departments in socio-economically weak 
localities with special assistance. In this context, consider the 
possibility of establishing differential government 
participation in the social service budgets of different 
localities. 

5. Gradually expand services that are legislated (e.g., the Long-
Term Care Insurance Law) to additional population groups. 

6. Develop a program in which welfare departments in strong 
localities adopt welfare departments in weak ones. The 
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“adoption” would be expressed, among other things, in 
professional and administrative consultation and joint 
development of projects. 

7. Offer strong localities the possibility of greater autonomy, 
reflected in local control of the composition of the budget and 
program development and less stringent government 
supervision. 

8. Evaluate systematically and regularly the results of the 
privatization of service delivery, as a basis for decisions 
regarding the continued implementation of this policy. 

9. Improve cooperation and coordination between local welfare 
departments and volunteer organizations, businesses, and 
private foundations at the national and local levels. One way 
of promoting this is by establishing an employee position on 
the local welfare department staff for an official in charge of 
coordinating and developing relations with volunteers, 
volunteer organizations, businesses, and foundations. 

10. Encourage social entrepreneurship and creativity at the local 
welfare departments, focusing on the development of 
programs designed to break the cycle of poverty. The 
encouragement may be provided in various ways, e.g., 
special financial grants to local authorities and organizations 
that develop such programs. 

11. Promote programs that develop consumer involvement vis-
à-vis local welfare departments and other service delivery 
organizations. 

12. Establish expert committees to examine the structure of local 
welfare departments and to recommend organizational 
structures that would upgrade the departments and enhance 
their performance. 

13. Revise the training of social workers to reflect changes in 
the roles that social workers are expected to play in local 
welfare departments and other service delivering 
organizations. 



Personal Social Services                                                                          205                                                       
 

3. The Personal Social Services during the Recent 
War in Lebanon 

The war in Israel’s North put the social services to the test and 
marked a critical point in indicating their functioning. The 
following discussion focuses on two main issues. First is an 
assessment of the specific needs of the inhabitants of the North 
during the war and the solutions that the local and national 
social services provided in response. Second are lessons that 
may be learned from the functioning of the social services 
during the war and proposals for improvements. 

a. The Inhabitants’ Social Service Needs and How They Were 
     Met 

Many problems and needs in the social service field came to 
light during the war, especially among the population who did 
not evacuate (or were not evacuated). A large proportion of 
these inhabitants belonged to weak population groups with 
special needs, such as disabled persons and elderly with 
disabilities. Some of them remained without nursing care, 
mainly because family members or their caregivers left the 
region. They found it difficult to obtain necessary medications, 
food, and other vital necessities. Those who remained at home 
had to spend lengthy periods of time in shelters, some of which 
were in poor condition and lacking in crucial amenities. Many 
of these inhabitants suffered from anxiety and economic 
hardships. 

Those who returned after evacuation were faced with other 
problems. In some cases they had to find alternative housing 
because their homes had been damaged. Some encountered 
economic hardships and difficulties in adjusting to the realities 
that greeted them upon their return. 
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Several main players took part in the efforts to cope with and 
respond to the problems that the inhabitants faced during the 
war: 

*  Central government entities, foremost the Ministry of 
Social Affairs, the Office of the Prime Minister, the Ministry of 
Health, the Ministry of the Interior, the National Insurance 
Institute, the army, and the police. 

* Local entities, including the local authority and, 
foremost, the welfare department. 

* Local community centers. 
* National volunteer organizations, such as Eshel 

(Association for the Planning and Development of Services for 
the Aged in Israel), JDC-Israel (the Israel arm of the American 
Jewish Joint Distribution Committee), Sacta-Rashi Foundation, 
Yedidut, Meir Panim, the National Council for Volunteering, the 
Umbrella Group of Organizations of the Disabled, Latet, and 
Matav.  

* Local volunteer organizations, foremost among them 
those that engage in planning and development of services for 
the elderly, operating mostly in urban localities and regional 
councils countrywide, and other local NPOs that distribute food 
and home appliances to the needy throughout the year. 

* Private organizations, and especially private companies 
that serve the elderly disabled under the Long-Term Care 
Insurance Law, and private nursing homes, which admitted 
seniors who had been evacuated from their homes in the North. 
Several businesses provided assistance including financial aid 
and equipment such as television sets for the shelters. 

* Volunteers, working with organizations such as the 
NGOs that plan and develop services for the elderly, and also 
under government organizations, such as volunteers who 
worked for the advisory service for the elderly at the National 
Insurance Institute, and volunteers in other settings who 
operated independently. 
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* Private benefactors (such as Arcady Gaydamak, who 
established a facility at Nitzanim that took in thousands of 
evacuee families). 

Thus, the efforts to cope with inhabitants’ needs during the 
conflict aptly reflected the characteristics and complexity of 
Israel’s social service scene, with its spectrum of diverse 
organizations and the partial role of central government in it. 
The war took all organizations at the national and local levels by 
surprise. Few of them had programs that they could readily put 
into place to treat the social service problems of a population 
that was under rocket attack. (Some Israeli localities – Tel Aviv, 
for example, with its history of lethal terror attacks – have 
contingency plans for immediate use in similar situations.) 

The involvement and roles of the various agencies can be 
illustrated by a brief description of the assistance given to the 
elderly, who were among the main victims during the war. 
Although appropriate contingency plans were lacking, the main 
service providers for the elderly deployed programs to deal with 
the situation rather quickly. Below is a review of the actions 
taken by the main agencies in this field: 

Eshel (Association for the Planning and Development of 
Services for the Aged in Israel) activated a special team of staff 
members to identify the needs of the elderly in the Northern 
localities (some fifty localities, including thirteen in the Arab 
sector) and to help deliver a wide variety of services, including 
thousands of hot meals and food parcels, thousands of personal 
kits, emergency lamps, equipment for shelters, and transport for 
the elderly and for working people. Thousands of seniors were 
taken to hotels in Jerusalem for six-day getaways. Eshel 
coordinated its activities with the Ministry of Social Affairs and 
the Minister for Pensioners’ Affairs, and acted by means of local 
NPOs that plan and develop services for the elderly, which 
functioned in most localities. Eshel also helped raise funds for 
these programs from JDC and other sources. 
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Ministry of Social Affairs. The Ministry’s Service for the 
Elderly took part in centralizing relief efforts that were carried 
out in coordination with Eshel, local welfare departments, local 
NPOs that plan and develop services for the elderly, the 
National Insurance Institute, the Ministry of Health, and the 
Minister for Pensioners’ Affairs. These activities included 
coordination of information about the needs of the elderly; 
delivery of prepared meals, food parcels, and diapers; 
organizing of aid and personal care for lone and disabled 
elderly; transporting the elderly to medical care; aiding the few 
day centers that continued to operate; moving frail elderly to 
hostels in central Israel; organizing getaways for independent 
elderly; and assisting seniors’ hostels in the Northern District. 
The Ministry also co-funded some of these programs. 

Local authorities. The local welfare departments operated in 
coordination with national entities such as Eshel and the 
Ministry of Social Affairs, provided information about the state 
of the elderly in their areas, detected lone elderly in need of 
assistance and helped them either directly or via other providers, 
e.g., nonprofit and commercial providers of nursing services, 
and helped to move seniors to hostels and getaways in areas 
outside the north. 

Local NPOs delivered to the elderly the assistance that was 
provided by some of the above services (Eshel, JDC-Israel, and 
miscellaneous NPOs), including hot meals and food parcels. 
They also sent volunteers to maintain direct contact with elderly 
who stayed behind in their homes, reported about their 
condition, and, when necessary, gave them assistance. 
Nonprofits that regularly provide the elderly with nursing 
services tried to continue doing so, among other things by 
transporting caregivers to the seniors’ homes, and helping move 
seniors to hostels and getaways in other areas of the country. 

Nursing care companies that provide services under the 
Long-Term Care Insurance Law encountered several problems 
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that made their jobs particularly difficult. For example, some 
seniors left their homes and caregivers found it difficult to reach 
their clients. The companies made every effort to continue 
serving their clients, whether they remained in their localities or 
not. 

Volunteers, operating under local authorities, the National 
Insurance Institute (the service for counseling of the elderly) and 
local NPOs, helped the elderly in various ways by maintaining 
direct contact and reporting about their condition, especially for 
those in need of assistance from a local NPO and/or the local 
welfare department. They also helped to deliver hot meals, food 
parcels, essential appliances, and emergency kits. 

Hostels and hotels in other parts of the country. During 
the war, nearly 1,000 seniors, half of them frail and the other 
half in nursing care, were removed to hostels around the 
country. In addition, hotels, especially in the central area, hosted 
independent elderly who had left their localities for several days 
of rest and relaxation. 

These were not the only agencies that actively helped the 
elderly population. Other noteworthy benefactors included the 
Ministry of Health, which helped to pay for the seniors’ stays in 
the hostels, and the Ministry of Tourism, which, in conjunction 
with the Israel Hotels Association, helped to implement the 
getaway program. 

The needs of the elderly could not have been addressed with 
appropriate responses were it not for the involvement of local 
and national organizations that operated in this arena, including 
governmental, volunteer, and private entities. Had the local 
organizations and volunteers been absent or ineffectual, it would 
have been harder to maintain direct contact with the elderly, 
identify their needs, and report them to the relevant agencies. 
Had the national organizations been absent or ineffectual, it 
would have been more difficult to pay for the services and 
deliver them to the population. 
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Interestingly, the involvement of organizations in all three 
sectors – government (government ministries, National 
Insurance, and local authorities), the NPOs (Eshel and other 
volunteer organizations), and the business sector (private firms, 
hotels, and hostels) – reflected the typical advantages of each. 
Government ministries initiated some activities and participated 
in funding them. The actions of local authorities reflected their 
vast experience in the local arena and their familiarity with the 
inhabitants and their needs. Volunteer organizations were able 
to express their flexibility and their ability to respond quickly to 
changes in the service field, including the mobilization of 
resources. The business entities gave expression to their 
experience in working with the elderly and their social 
responsibility. 

In several localities where some of these organizational links 
were missing, the service system was less able to respond 
adequately to the needs of the elderly. Such localities are those 
that do not have local NPOs working with the elderly, where the 
local authority and the local welfare department failed or were 
unable to respond appropriately, and those that lacked the strong 
presence of outside and local volunteers and private 
organizations. The partial involvement of government ministries 
was able to make up for these failures in only a limited way. 

The organizational deployment of services for the elderly 
revealed and reflected several aspects of service for this 
population group that were unique even before the war broke 
out: 

* Extensive activities of Eshel, an organization established 
about thirty-five years ago by the government and JDC for the 
development of community and institutional services for the 
elderly. 

* The establishment of local NPOs for planning and 
development of services for the elderly (at Eshel’s initiative) 
that operate today in more than 100 localities and regional 
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councils and develop and deliver a range of services for the 
elderly. 

* Activities of departments for the elderly at the Ministries 
of Social Affairs and Health and local welfare departments. 

* The appointment of a Minister for Pensioners’ Affairs, 
who became active even before the war began. 

* Activity by nearly 200 organizations (including local 
NPOs) that are involved in delivering nursing services for the 
elderly (under the Long-Term Care Insurance Law). 

* Activity by many organizations that provide institutional 
services to the elderly. 

This pattern of organizational deployment was only partly 
evident in other areas of service, such as for persons with 
disabilities, families, and children. Services for these population 
groups were marked by several conspicuous characteristics: 

* Incomplete involvement of government ministries for 
reasons including the decision not to declare a state of 
emergency. (Such a decision would have required a different 
deployment by government ministries.) 

* Large disparities among localities in the level and scope 
of services, due to differences in the capabilities of the local 
authority and the local welfare department. 

* Incomplete action by local volunteer organizations. 
(Local NPOs such as those for the elderly were not active in 
these fields of service.) 

* Actions by outside volunteer and private organizations to 
deliver various kinds of assistance such as meals, food parcels, 
and shelter equipment. This activity too, however, was strongly 
affected by differences in deployment from one locality to the 
next. 

* Actions by private benefactors, who helped, among other 
things, by receiving thousands of evacuee families during the 
war. 
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b. Main Recommendations 

Generally speaking, for the social service system to cope 
adequately with the demands that it faces, it must take organized 
action in five major respects: identifying, recognizing and 
understanding the needs; planning services that will respond to 
these needs adequately; arranging funding (raising financial 
resources with which to pay for the necessary programs); rapid 
delivery of services to the population in need; and assuring their 
quality and effectiveness. 

To carry out these functions, a suitable organizational 
structure is necessary, including the involvement of 
organizations from various sectors that operate at both the local 
and the national levels. Identifying the needs and providing the 
responses may be accomplished mainly by local players such as 
local authorities, local volunteer organizations, and volunteers. 
In planning and providing these responses, both national 
players, including government ministries and local agencies 
must be involved. Funding may be provided largely by national 
entities, since most localities at issue are socio-economically 
weak. The involvement of national and local agencies from 
different sectors was a condition for adequate coping with the 
range of needs that surfaced. 

All of these activities call for integration among the main 
agencies: government ministries, local authorities, and, 
especially, welfare departments, national and local volunteer 
organizations, volunteers, and businesses. 

The government, by means of the Ministry of Social Affairs, 
the National Insurance Institute, and other ministries such as 
Defense, Internal Security, the Interior, and Health, must play a 
central role in designing the constellation of social services and 
activating them in an emergency. This should include preparing 
emergency action plans that are attuned to the specific needs of 
various population groups (the elderly, persons with disabilities, 
the mentally disabled, children, and single-parent and 
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households); providing assistance in readying local programs for 
action in emergencies; strengthening the welfare departments of 
socio-economically weak localities by adding budget  and staff 
and by providing training; and preparing a “reserve” of social 
workers and psychologists who are trained in handling trauma 
and may be sent into the field when an emergency arises. 

The local welfare departments, aided by the local authority 
leadership and other departments, and in conjunction with 
government ministries and other agencies, should be central in 
preparing local welfare services for emergency action and for 
coordinating among the various parties. This should include the 
preparation of concrete action plans that address the needs of 
diverse population groups. Such programs already exist in 
several localities, e.g., Tel Aviv-Yafo, and have been put into 
place after terror incidents. Local preparations for emergencies 
should include several additional components, such as 
reinforcing the community by strengthening local volunteer 
organizations and their interrelations, preparing a reserve of 
local volunteers, and increasing the local involvement of 
national volunteer organizations. For this purpose, the local 
authority should appoint a trained community worker from the 
welfare department or from the bureau of the head of the local 
authority to coordinate and develop relations with local and 
national volunteer organizations and to establish the reserve 
force of local volunteers that would work with the community in 
non-emergency and emergency situations alike. 

Volunteer organizations at the national and local levels, 
including foundations that provide financial aid and also private 
service providers, play an important role in many localities in 
delivering a range of services, including those that are paid for 
by central and/or local government. These organizations, their 
staff, and their volunteers are major if not crucial links in the 
chain of local services; therefore, they should be co-opted into 
the planning and implementation of the emergency action plans. 
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The vital role that the NPOs for the elderly played during the 
war in some northern localities is indicative of the many 
advantages of the activities of local NPOs that focus on aid for 
specific population groups with logistic and financial support 
from a strong national body (Eshel). The possibility of 
replicating this model in other areas of service should be 
considered. However, the volunteer and private organizations’ 
activities should be fully coordinated with the relevant 
government ministries and local authorities. 

The actions of private benefactors during the war attracted 
various responses. The critics complained that private 
individuals were doing a job that the government should have 
been doing, thereby relieving the government of its 
responsibility for the population’s welfare. The proponents of 
the private initiatives sang their praises loudly and noted the 
benefactors’ commitment and rapid response and the high 
quality of the services rendered. Government bodies were not 
prepared for action of this kind, they maintained. There is no 
doubt, however, that government must be fully responsible for 
the well-being of thousands of evacuees. An appropriate 
governmental deployment that would include the preparation of 
emergency action plans that address the evacuation and care of 
inhabitants would preclude reliance on the good-heartedness of 
private benefactors. However, there is no reason to deny private 
individuals and agencies with relevant experience a role in the 
preparation and implementation of these programs. 

In sum, the foregoing recommendations are based on the 
experience amassed during the war in the North and are guided 
by these principles: the central and local authorities must take 
the lead in dealing with emergencies, but national and local 
volunteer and private organizations, including individual 
volunteers, have immense potential and therefore should be 
integrated and co-opted into emergency plans and actions. 
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The Social Security System 

The social security system unfurls a safety net for individuals 
and households who experience a lack of (or a decline in) work 
related income and/or expenses incurred under various 
circumstances. The system encompasses a lengthy series of 
programs, most run by the National Insurance Institute and 
administered by various government ministries (Defense, 
Finance, Immigrant Absorption) and the free market (employer 
pension plans). The social security programs have several 
specific goals: alleviating poverty; maintaining the standard of 
living of the general population; distributing an individuals’ 
income over various periods in his life; helping to cover 
additional expenses such as those related to child raising; 
inducing the unemployed to join the labor market; compensating 
for loss or injury; redistributing resources; and enhancing gender 
equality. Public expenditure on these programs in 2006 came to 
NIS 44.5 billion, 42 percent of total social expenditure in the 
past year’s budget.1  

                                            
1 Based on National Insurance estimates of total payments in 2006 and Taub 

Center estimates of social expenditure in 2006. 
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1. Main Trends in Recent Years 

Since the beginning of this decade when government policy 
undertook the goal of cutting total public expenditure and 
encouraging recipients of various social benefits to join the 
labor market, social security expenditure has been reduced 
drastically.2 As a result, the social security programs have 
become much less able to attain most of their goals (a limited 
ability to begin with). Among the many goals of the social 
security system, some progress was made toward only one: 
encouraging benefit recipients to return to work. The changes 
that were introduced in the employment test for the income-
maintenance program, the pilot implementation of Project 
Mehalev (the Israeli "Welfare to Work" program), and the 
significant adjustments of terms of eligibility for unemployment 
compensation evidently encouraged some benefit recipients to 
go back to work. The main contributing factor in the 
reintegration of some of the unemployed in the labor market in 
2004-006, however, was the resumption of economic growth 
and the expansion of the labor market. It should be mentioned in 
this context that many of the changes that were adopted for this 
purpose disturbed the balance in programs for the working-age 
population between the goal of returning benefit recipients to 
the labor market and other goals of these programs. They 
especially harmed the aims of tackling poverty (income-
maintenance) and maintaining the standard of living of those 
unemployed not by choice (unemployment compensation). The 
changes that were adopted severely compromised the welfare of 
unemployed persons who qualified for benefits under various 

                                            
2 The process overlooked the care of persons with disabilities. Strikes by the 

disabled in the late 1990s and early 2000s led to an increase in benefits for 
some disabled who receive assistance through general disability benefits. 
The main beneficiaries were the severely disabled. 
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programs and excluded many people from the social security 
system before they could find work that would provide them 
with a reasonable livelihood. 

Apart from reintegrating unemployed into the labor force, it 
is evident that the ability of Israel’s social security system to 
attain its goals has been impaired. This is especially true with 
respect to two main goals: alleviating poverty and redistributing 
income. The deep cut in income-maintenance benefits and child 
allowances has affected the ability of the social security system 
to assure a minimum standard of living to the needy or to the 
low-wage working population. Furthermore, the proportions of 
households in poverty and, especially, of large families in 
distress have increased significantly. The share of poor families 
whose incomes rose above the poverty line as a result of the 
impact of transfer payments and direct taxes was reduced from 
47 percent in 2001 to 40 percent in 2004 and 39 percent in 2005. 
At the same time, the widening of social disparities between 
2002 and 2005 was reflected in a 5.4 percent rise in the Gini 
Index during this time, to 0.3878. 

Above and beyond the legislative changes, two domains have 
affected the trend in transfer payments in recent decades: 
changes in demographics and in the labor market. 

The most conspicuous demographic changes, mass 
immigration and the increase in life expectancy, were 
accompanied by changes in family patterns, foremost among 
them higher rates of divorce and a greater number of single-
parent households. These factors in concert led to an increase in 
the scope of benefits that cater to these groups, i.e., alimony and 
income-maintenance. The rise in the number of Israelis 
receiving unemployment compensation, income-maintenance, 
and old-age and survivors’ benefits also stems from the 
composition of the mass immigration – the relatively high 
proportion of elderly and single-parent households among the 
immigrants and the relatively low number of children – coupled 
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with difficulties in acculturation, occupational integration and 
the non-accrual of work-related pension rights. 

As for developments in the labor market, the rise in 
economic growth to 5.2 percent in 2005, stemming largely from 
the improvement in the global economy, raised Israel’s labor 
force participation rate and the number of persons employed and 
lowered the unemployment rate. The domestic labor market, 
however, is being influenced by several processes – 
globalization, technological developments, and changes in 
occupational structure – that give well-educated and skilled 
workers an advantage over the poorly educated and the 
unskilled. Although the unemployment rate among the unskilled 
also declined, their increase in employment was manifested 
mainly in filling low-wage part-time and temporary jobs. This 
caused the proportion of working poor to increase and made it 
necessary to insure their minimum standard of living by means 
of transfer payments. In 2006, the national unemployment rate 
stood at 8.4 percent after falling steadily since the end of 2003.  

2. Benefits – Their Level and Recipients  

The number of benefits paid out by the National Insurance 
Institute, the Ministry of Defense (to disabled veterans and 
bereaved families), and the Ministry of Finance (to victims of 
the Nazis) is estimated to be 2.6 million in 2006. (The number 
of recipients is less because some are entitled to more than one 
benefit.) Relative to previous years, the number of benefits paid 
out in 2005 and the first half of 2006 increased little, attesting to 
the continued slowing of growth among the beneficiary 
population. 

The rate of decline varied among the various types of 
benefits. It was highest among recipients of income-
maintenance, whose numbers continued to fall in 2005 and 
2006. The growth rate of recipients of long-term care benefits 
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and child allowances dipped slightly in 2005 but rose again in 
2006 (according to initial data for the first half of the year). The 
number of unemployment compensation recipients leveled off 
and rose slightly in 2005 after three years of steep decline but 
declined again in the first half of 2006. The population of 
recipients of old-age and survivors’ benefits decreased for the 
first time in 2005 and stabilized at roughly the new level in the 
first half of 2006. 

Table 1. Recipients of Main National Insurance Benefits,              
(Monthly average, thousands) 

Year Families 
receiving 

child 
benefits 

Old-age/ 
survivors 

Long-
term 
care 

Dis-
ability 

Income- 
main- 

tenance 

Unem- 
ployment 

2000 912.5 657.1 95.8 135.3 128.4 92.6 
2001 928.2 677.0 105.4 142.4 142.0 104.7 
2002 935.0 692.9 112.3 150.5 151.2 96.9 
2003 939.1 709.3 113.0 157.3 155.5 70.8 
2004 945.6 722.3 113.4 162.4 145.1 58.7 
2005 956.3 719.9 115.0 170.9 140.7 58.9 
2006* 965.2 723.2 119.0 175.8 130.0 57.6 

Annual percent change    
2001 1.7 3.0 10.0 5.2 10.6 13.1 
2002 0.7 2.3 6.5 5.7 6.5 –7.4 
2003 0.4 2.4 0.6 4.5 2.8 –27.0 
2004 0.7 1.8 0.4 3.2 6.7– –17.1 
2005 1.1 0.3– 1.4 5.2 3.0– 0.3 
2006* 0.9 0.5 3.5 2.9 7.6– –0.2 

Source: National Insurance Institute, 2006. 
* Estimate for first half of 2006. 

The growth rate among disability benefit recipients stands out 
against the background of slowdowns or low rates of increase in 
most types of benefits. The growth rate in disability benefits 
reverted in 2005 to the 2001 pace. The number of disability 
benefit recipients remained high in the first half of 2006, 
although the growth rate slowed relative to 2005. 
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Total benefit outlays by National Insurance were NIS 42.3 
billion in 2005 and are projected at NIS 44.5 billion in 2006. 
Total payments in 2005 were 10 percent smaller in real terms 
than in 2002. The planned total for 2006 marks a return to the 
2001 level. 

Table 2. Expenditure for Selected National Insurance               
Benefits, 2000–2006 (NIS billions, current prices) 

 Total 
outlays* 

Old-age/ 
 survivors 

Child 
 benefits 

Dis-
ability 

Income- 
main-
tenance  

Long- 
Term 
 care  

Unem- 
ployment 

2000 38,912 13,483 6,942 4,962 2,874 1,790 2,958
2001 44,571 15,197 7,576 5,901 3,494 2,142 3,512
2002 46,291 15,450 6,720 6,805 3,699 2,504 3,533
2003 43,875 15,551 6,088 7,063 3,242 2,463 2,428
2004 41,794 15,780 4,794 7,107 2,928 2,472 2,118
2005 42,327 16,257 4,483 7,496 2,760 2,551 1,993
2006 44,510 17,269 4,999 8,126 2,753 2,661 1,981
Percent distribution*   
2000 100.0 34.6 17.8 12.8 7.4 4.6 7.6
2001 100.0 34.1 17.0 13.2 7.8 4.8 7.9
2002 100.0 33.4 14.5 14.7 8.0 5.4 7.6
2003 100.0 35.4 13.9 16.1 7.4 5.6 5.5
2004 100.0 37.8 11.5 17.0 7.0 5.9 5.1
2005 100.0 38.4 10.6 17.7 6.5 6.0 4.7
2006 100.0 38.8 11.2 18.3 6.2 6.0 4.5

Source: National Insurance Institute, 2006. 
* Because the data pertain to selected benefits each year, the outlays 

included in the columns do not add up to the total and the percent 
distribution does not add up to 100. 
 

The three main types of insurance – old-age and survivors, 
child allowances, and general disability – account for two-thirds 
of total benefits as opposed to 70 percent in 1995. The decrease 
originates in a relative decline in child allowances, from one-
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fifth of total expenditure in 1995 to around one-tenth in 2005. 
The share of disability and old-age benefits, in contrast, 
increased consistently and substantially during the decade. The 
share of unemployment compensation also fell noticeably, that 
of income-maintenance benefits dropped, and that of long-term 
care benefits increased moderately. The share of disability 
benefits in total benefits continued to rise and stands now at a 
level one-third higher than five years ago (2001). 

The average level of benefits per capita continued to decline 
in 2005 and the real cumulative decrease relative to 2001 came 
to around 18 percent. The cumulative reduction was strongest in 
child allowances, which dropped to around 50 percent of their 
2001 level. 

The following sections examine issues relating to social 
security programs for four main population groups – the elderly, 
persons with disabilities, working-age persons without income, 
and families. 

3. Social Security for the Elderly 

Social security arrangements for the elderly are the most 
expensive and comprehensive in the social security system. 
National Insurance expenditures for the elderly (old-age and 
survivors’ benefits and long-term care insurance) account for 
44.4 percent of total expenditure. The social security system for 
the elderly has four tiers: universal old-age benefits for all 
seniors; income supplements, a selective benefit for seniors who 
have no other source of income; work-related pensions (set in 
labor agreements); and savings arrangements for old age. 

The system at large has various goals. By combining the first, 
third, and fourth tiers, it seeks to maintain individual retirees’ 
standard of living and by collecting insurance contribution 
during a person's working life, aims to disburse his income over 
his full lifespan. By combining the first and second tiers, the 
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system tries to alleviate poverty and the lack of adequate income 
of those who do not accumulate pension entitlements or savings. 

a. Benefits for the Elderly 

The universal old-age benefit is paid to every elderly person (at 
age 65 and 70 for women and men, respectively) and survivors. 
Some 720,000 seniors (on monthly average) received old-age 
and survivors’ benefits in 2005; 85 percent of them received the 
former benefit and the remainder received the latter. Some 13 
percent of old-age benefit recipients did not accrue rights under 
the National Insurance Law; most of them were immigrants who 
arrived after age 60. Their benefits were paid by the 
government. 

The number of benefit recipients declined by 0.3 percent in 
2005 relative to 2004. Even though some of the decrease stems 
from the raising of the retirement age in 2004 and a decline in 
the number of recipients of special benefits, the downturn in old-
age and survivors’ benefit recipients was unexpected and is not 
fully explained by the aforementioned factors. Total expenditure 
for old age and survivors’ benefits increased in 2005 by 1.7 
percent (in constant prices) due to several changes that were 
introduced for that year: adjustment of the benefits to the cost of 
living; a reduction in the rate of decrease in the legislated old-
age benefit; and an increase in benefits coupled with income 
supplements. Additional changes occurred in the mix of benefit 
recipient populations (mainly a proportional increase in the 
number of recipients of the seniority supplement). 

The old-age benefit was reduced by 4 percent in June 2004. 
Beneficiaries who also received income supplement and/or 
survivors’ benefits were exempted. Another decrease in the 
average real value of the benefits (by about 2 percent relative to 
2001) occurred due to the fact that benefits in 2005 were not 
adjusted and the changeover in indexing from the national 
average wage to the Consumer Price Index. During 2005, 



The Social Security System                                                                      223 
 

however, due to the realization that the benefit cuts to low-
income seniors had been severe, several corrections were made. 
Thus, in January 2005 the old-age benefits were adjusted 
upward by 0.9 percent and in May the legislated benefit cut was 
reduced from 4 percent to only 1.5 percent. In addition, the 
combination of old-age and survivors’ benefits with income 
supplement was raised gradually: by 3 percent in January and by 
9 percent in July. In January 2006, after the series of changes, 
the basic personal old-age benefit stood at NIS 1,127. 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 1. Old-Age Benefit as Percent of National 
Average Wage
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After adjustments of the benefits in 2005 and 2006, the 

average rate of benefit was 30.7 percent of the national average 
wage (NIS 7,383 in January 2006). However, even though 
poverty among the elderly was slightly less prevalent in 2005 
than in 2004 (declining from 25.1 percent to 24.4 percent in the 
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respective years), mainly due to the increase in benefits for 
seniors who receive income supplement, the fact remains that 
about one-fourth of seniors in Israel remain poor. This illustrates 
the very limited success of the social security system in coping 
with the problem. 

The third tier, work-related pension, is supposed to supply 
the elderly with their main retirement income. It has been a 
major topic in the public debate over social security for many 
years.3 However, since Israel has no compulsory pension law 
and its collective (trade union) agreements do not apply to most 
workers, the pension system does not provide full coverage. 
Although there have been many attempts to legislate employer 
pensions in recent decades, none has succeeded thus far. The 
failure is reflected in the high rate of workers and retirees who 
have no pension coverage. Against this background, the value 
and level of the National Insurance old-age benefits should be 
considered very important as a basis of seniors’ income. The 
incompleteness of coverage of the elderly by the other tiers, 
which are not legislated, coupled with the unique composition of 
Israel’s elderly population – which in coming years will also 
include immigrants who cannot accumulate enough pension 
seniority to insure a reasonable standard of living4 – makes it 
necessary to maintain the level of the National Insurance 
benefits.5  

Beyond maintaining the level of the benefits, a compulsory 
legislated pension that shifts all workers to cumulative pensions 

                                            
3 Peleg, 2006. 
4 Due to the onset of accumulation of immigrants' pension rights at a 

relatively advanced age, a large share of the immigrants (from the former 
Soviet Union and Ethiopia) are expected to accumulate only a few years of 
seniority, enough to qualify them for a low employer pension. Many 
arrived in Israel at pension age and did not work at all and so have not 
accumulated any pension rights. 

5 Kop, Y., and Barzuri, R., 2005. 



The Social Security System                                                                      225 
 

is needed due to income disparities between seniors who receive 
pensions and those who do not. The recent pension reform that 
was originally meant to alleviate the actuarial deficits of the old 
pension funds actually harmed members of all funds, new and 
old alike. It demonstrates the immediate need for a compulsory 
pension law that will insure the rights of pension fund members. 

The fourth tier of the social security system for the elderly is 
savings for old age. The main vehicle here is the provident 
fund, which exists in many forms and is meant for the savings 
for retirement with employee and employer contributions 
encouraged by means of tax deductions. This tier of the system 
is central in insuring the income of self-employed persons and 
employees who do not join pension funds. 

Several changes with regard to contributions to provident 
funds, made during 2005 and implemented in January 2006, 
affect savings for old age. The purpose was to increase 
contributions to these funds for retirement purposes at the 
expense of contributions for other purposes, by toughening the 
terms that apply to contributions to the latter. 

b. Long-Term Care Benefit 

The long-term care benefit is available to persons who live in 
the community, have reached retirement age, have difficulties in 
daily functioning, and pass a means test (applied to themselves 
and their spouses). The benefit is an in-kind service because it is 
paid directly to an organization that delivers the service under 
legislated arrangements. It includes a diverse “basket” of 
support services that are tailored to the individual's needs. 

In 2005, an average of 115,000 seniors per month received 
this benefit. Three-fourths of the beneficiaries were women. 
Around 60 percent were aged 80+; the share of recipients in this 
age group has been rising steadily over the years. About one-
fourth of recipients were immigrants, a group that is 
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overrepresented among the beneficiaries relative to their share in 
the population. 

The coverage rate of long-term care insurance among those 
in need rose until 2002 but has been declining of late. Evidently 
the toughening in approving claims for the benefit has left its 
imprint by driving down the number of new benefit recipients. 
Although the rate of claims approved rose slightly in 2004 and 
2005, the annual rate of increase in the number of beneficiaries 
has slowed to 1.4 percent. 

The long-term care benefit, like other benefits, was cut by 4 
percent between July 2002 and the end of 2006. The (average) 
benefit as a fraction of the national average wage eroded in 
2001–2004, but in January 2006, after the freezing of the benefit 
(under the 2002 Economic Arrangements Law) ended, the 
benefit was adjusted upward by 2.7 percent. Accordingly, the 
average monthly benefit in 2006 is expected to be higher than 
the 2004 and 2005 levels of NIS 1,826 and NIS 1,879, 
respectively. 

The benefit is awarded at two levels: a low level, set at 93 
percent of the full disability benefit, and a high level, 150 
percent. Some 33 percent of beneficiaries receive the larger sum. 
Their proportion among all benefit recipients has been rising 
over time and that of recipients of the lower benefit has been 
declining. 

4. Benefits for Persons with Disabilities 

Israel has a range of programs that serve persons with 
disabilities in specific target groups. The basic principles, terms 
of access, level of benefits, and baskets of services for these 
population groups vary widely. Two main programs are offered 
under the auspices of the National Insurance Institute: general 
disability insurance and work injury compensation. A third 
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important program, meant for disabled veterans, is run by the 
Rehabilitation Division of the Ministry of Defense. 

The Disability Insurance Law is designed to provide for all 
persons with disabilities who are not covered by other programs. 
It offers four benefits: a disability benefit meant to assure 
recipients a minimum basic income; a special services benefit 
that helps persons with disabilities to function in their 
households; a disabled child benefit, aiding families who care 
for a disabled child; and a mobility benefit, to help persons with 
disabilities to gain mobility outside of the home. The law also 
entitles persons with rehabilitation potential to receive 
rehabilitation services so that they may find work. 

a. Disability Benefit 

Nearly 170,000 persons with disabilities received a disability 
benefit in 2005 (on monthly average) – 4.5 percent of the 
relevant population group (age 18+) and 6.8 percent of all 
benefit recipients in 2005. This is the third largest group among 
recipients of National Insurance benefits. The growth rate of this 
group, albeit slower than the pace in 2000-2002, resumed its 
increasing in 2005 (5 percent) and is expected to grow by 4 
percent in 2006 – increasing faster than recipients of other 
benefits. 

Due to the rising awareness in recent years of disability and 
the difficulties that persons with disabilities face, the Knesset 
passed – in addition to agreements previously concluded with 
associations of the disabled (after lengthy strikes by these 
associations) – the Assurance of Access to Public Places for 
Persons with Disabilities Law, which was immediately 
implemented on a compulsory basis in regard to most public 
buildings. Another development in this field stems from the 
government resolution that approved the conclusions of the 
Laron Committee (June 2005), which examined the needs of 
persons with disabilities and the advancement of their 
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integration into the community. The committee made several 
main recommendations: 
a. Reform the method of benefit payment. Persons with 

disabilities who find work should not lose their benefits at 
once; instead, this should be phased to allow the 
beneficiary’s total income to rise as labor income increases. 

b. Make it easier for persons with disabilities to be employed 
and improve the organizational system that deals with their 
hiring; establish regulations for the modification of 
workplaces for persons with disabilities and provision of 
state assistance in covering these expenses; establish an 
adjusted minimum wage for a trial period; make government 
subsidies and participation in public tenders conditional on 
the employment of a certain proportion of persons with 
disabilities, following the principle of appropriate 
representation.  

c. Determine the methods and responsibilities of various 
government offices and centralize rehabilitation activities 
with the Rehabilitation Services Administration. The 
organizational array that helps persons with disabilities to 
find work should be organized around the principles of a one-
stop service center and care giving coordinator.  

d. Encourage subsidized employment. A detailed plan should be 
drawn up for the hiring of 8,500 disabled persons over a five-
year period in settings of this kind, and a NIS 25 million fund 
should be established for subsidizing these persons’ 
employment, for immediate implementation. 

The profile of beneficiaries by types and severity of 
disabilities shows that nearly one-third suffer from mental 
disorders. Most (81 percent) are defined as totally unable to join 
the labor market (100 percent disabled). Persons with mental 
disabilities also stand out among those with high disability 
scores. This finding has implications for the chances of their 
rehabilitation and deserves examination. 
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Payments for general disability and other benefits under the 
heading of disability insurance were NIS 7.4 billion in 2005 as 
against NIS 7 billion in 2004. Rapid growth in the numbers of 
beneficiaries and those defined as permanently disabled resumed 
in 2005, as stated. This may indicate the existence of “benefit 
creep,” as income-maintenance beneficiaries slide into disability 
benefits. This issue, too, deserves further examination. 

The average disability benefit in 2005 was NIS 2,340 per 
month, 1.8 percent lower than the 2004 level in real terms, 
mainly because it was not adjusted for price increases and 
because the composition of the recipient population changed. In 
2006, the real level of the disability benefit remained basically 
unchanged. 

Table 3. Disability Benefits and Its Share of National                
Average Wage, 2000–2005 

Year Disability benefit 
(constant prices, 

monthly average, NIS) 

Change 
(%)

Proportion of 
average wage 

(%) 
2000 2,168 — 29.4 
2001 2,354 8.6 31.0 
2002 2,254 – 4.2 31.5 
2003 2,346 4.1 33.9 
2004 2,383 1.6 33.4 
2005 2,340 –1.8 33.2 
2006 2,345 0.3 32.0 

b. Work Injury Compensation 

In addition to general disability, the National Insurance Institute 
has a work injury compensation program that provides benefits 
and rehabilitation services for persons injured in accidents or 
stricken by illness while on the job or because of the job. The 
program includes a temporary benefit (injury pay), given during 
the initial period following the injury, and a permanent benefit 
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(work disability benefit). Unlike the general disability benefit, 
work injury compensation is meant to maintain the individual's 
standard of living. Therefore, the standard benefit is calculated 
at 75 percent of the individual's previous wage and is pro-rated 
to degree of disability. 

The number of those injured at their work place who receive 
lifetime disability benefits has been rising steadily over time. 
The explanation is linked to the continuing increase in Israel’s 
labor force participation rate. The self-employed receive larger 
disability benefits than employees do – 43 percent of national 
average wage, on average, as against 38 percent, in 2005.  

c. Disabled War Veterans and the Ministry of Defense 

The third important disability program is for war veterans and is 
run by the Rehabilitation Division of the Ministry of Defense, 
which compensates persons who sustain injury or illness during 
or as a result of military service. The level of the disabled 
veteran benefit is calculated considering the extent of physical 
impairment and the wage level of persons at a certain rank/grade 
in the public service. In addition to the basic benefit, disabled 
veterans are entitled to a lengthy series of benefits and services. 
The Rehabilitation Division also helps members of bereaved 
families by providing social and economic services and various 
grants. 
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Table 4. Recipients of Disability Benefits (10–100 Percent               
Disability) from the Ministry of Defense, 2002–2005 

Year Total Annual change %
2002 55,105 —
2003 56,435 2.4
2004 56,101 – 0.8
2005 56,989 1.6

Source: Ministry of Defense, 2005, Rehabilitation Division reports. 

The population of Ministry of Defense beneficiaries in 2005 
included some 57,000 recipients of financial benefits and 
another 25,000 family members of IDF fallen and disabled 
veterans. Compared with 2004, the number of disability benefit 
recipients increased by 1.6 percent in 2005 but the number of 
family member beneficiaries declined. This happened because 
there were fewer casualties in 2005 and lower mortality rates 
among older bereaved parents. The war in Lebanon in 2006 may 
change the picture. 

The Ministry of Defense paid out NIS 3.4 billion in benefits 
in 2003,6 0.68 percent of Gross Domestic Product that year and 
10 percent of social security expenditure in Israel in recent 
years. In 2005, the rate declined to 0.64 percent of GDP. 

Table 5. Ministry of Defense Benefits as Percent of GDP,               
Selected Years 

Year Percent of GDP  
2000 0.60 
2001 0.67 
2002 0.67 
2003 0.68 

                                            
6 Gal, J., 2004. 
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2004 0.66 
2005 0.64 

Source: Bank of Israel, Annual Report 2005. 

d. Casualties of Enemy Action 

To complete the discussion of disability benefit recipients, one 
must examine the civilian casualties of enemy action, whose 
benefits are paid from the Ministry of Finance budget via the 
National Insurance Institute.7 Even though this group is 
relatively small (about 3,000 persons on monthly average in the 
first half of 2006), it has been rising over time. Most casualties 
in this group receive low disability benefits (up to 39 percent 
disability). Some 56 percent of beneficiaries in 2005 were men. 
The average monthly allowance was NIS 3,313 that year as 
against NIS 3,357 in 2004 (both in 2005 prices); it includes 
benefits for those who become disabled, the disabled needy, 
disabled persons who lack a source of livelihood, and survivors 
of the disabled. 

e. Disparities in Benefits for Persons with Disabilities 

Dealing with differences in compensation for persons with 
disabilities is a sensitive issue that has led to charged and 
complex public discourse in Israel. A comparative glance at the 
existing programs reveals large disparities among population 
groups of the disabled in access, level of compensation, 
services, and supplemental benefits. Figure 2 summarizes the 
situation and reflects the different basic principles and goals of 
the programs that support these population groups. Despite the 
understandable justification of the desire to compensate those 

                                            
7 This category is especially relevant in view of the profusion of injuries to 

civilians due to the bombardment of localities in Northern Israel during the 
recent Lebanon war.  
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who sustained injuries in the course of their military service, it is 
legitimate to ask whether the large existing disparities between 
the entitlements are acceptable. The time may have come to 
rethink the social security system for persons with disabilities as 
a whole. The benefits shown in Figure 2 also include 
supplemental benefits that persons with disabilities receive for 
medical needs, mobility, special services, and payments for an 
aide. 

The debate surrounding the criteria for disability benefits 
centers on the adjustment of benefits to the intensity of the 
individual’s needs and severity of injury. Some believe that the 
level of benefits should also depend on the circumstances of the 
injury (military or civilian). Another debate concerns the use of 
the benefit level as an incentive or deterrent, for example, 
setting benefits for traffic accident casualties at low levels in 
order to help reduce the number of accidents and raising 
disabled veterans’ benefits to encourage volunteering for 
hazardous and/or combat tasks. 
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Figure 2. Benefits for the 100% Disabled, 
Percent of National Average Wage, by Source of Benefit
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5. Income-Maintenance and Unemployment     
Compensation 

People of working age who do not participate in the labor force 
and have no income are the target population of two social 
security programs in Israel – income-maintenance and 
unemployment compensation. 

a. Income-Maintenance 

Income-maintenance benefits are paid to households whose 
members are of working-age and either do not work or have a 
lower total income than the threshold established in law. The 
share of households that receive this benefit ballooned in the 
1990s for reasons including mass immigration (which included 
immigrants who had no source of income), the high 
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unemployment rates that prevailed during much of that period, 
and changes in the eligibility rules that expanded the coverage 
of weaker population groups. The goal of cutting social transfer 
expenditure at large, stemming from the neo-liberal approach in 
the Finance Ministry’s policies, coupled with the socio-political 
weakness of the beneficiaries, led to the enactment of a series of 
comprehensive legislative amendments in 2002-2003. The 
changes significantly reduced income-maintenance and its 
related benefits, reduced and recomposed the recipient 
population, and made the program less able to alleviate distress 
and poverty among the population in need. 

Income-maintenance expenditures were NIS 2.76 billion in 
2005, 15 percent lower than in 2003 (in nominal terms). The 
average monthly benefit declined from NIS 1,785 in 2003 to 
NIS 1,630 in 2005. The fraction of the benefit in the average 
wage fell during the 2002–2005 period from 29 percent to 23 
percent. 

The number of beneficiaries declined from 155,000 in 2003 
to 145,000 in 2004 and 141,000 in 2005, for a total decrease of 
about 10 percent. The decline reflected several trends: the new 
legislation toughened the eligibility terms; the pace of entry of 
new beneficiaries slowed; and the significant long-term 
downward trend in the number of immigrants who received 
income-maintenance benefits (15 percent between 2003 and 
2005) relative to non-immigrants. Another noticeable change in 
the composition of income-maintenance recipients was a 
decrease in the number of single parent households. 
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The income-maintenance program pays benefits at 

differential rates: the normal rate, a higher rate, and a special 
rate for single parents. There is also a distinction between the 
full benefit, paid to persons who have no income or whose 
income falls below the minimum established in law, and a 
partial benefit, paid to those whose income surpasses the 
minimum but remains low enough to maintain their entitlement. 
Until 2002, many income-maintenance recipients received a full 
benefit at the higher rate and a large share of single parents 
received full or partial benefits. The reform that changed the 
eligibility rules also changed the mix of beneficiaries: the 
proportion of normal rate beneficiaries increased (by more than 
50 percent) and that of single parents fell. The income-
maintenance benefit for persons up to age 55 eroded in 2003-
2004 by 10-25 percent (depending on household composition). 
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The revision of the eligibility rules made the higher level of 
benefit more difficult to obtain, and the erosion of the benefit 
will continue as the toughening of the rules continues. This 
added difficulty coincided with changes in the labor market and 
the likelihood of avoiding poverty through finding employment. 
While in the past, a permanent job increased the likelihood of 
making a respectable living, today, the labor market creates 
severe inequality (mainly due to the demand for well-educated 
workers). This is due to the conditions of employment that the 
“new world of work” offers: temporary, part-time, low-wage 
jobs through personnel agencies, with less protection by trade 
unions. Consequently, the ranks of the “working poor” are 
growing: the proportion of working poor households has 
climbed to 43 percent of all poor households. Low-wage 
workers need income-maintenance and other supplemental 
benefits.  

The measures that were adopted to reduce benefits and the 
number of people eligible aggravated the distress of these weak 
population groups and make it necessary to take actions to boost 
labor force participation among those who can work and whose 
eligibility for income-maintenance benefits was revoked or 
reduced. This should take the form of vocational training and 
other measures that would encourage labor force participation. 
One such program has been activated: a wage subsidy for single 
parents although these programs have reached only a select 
group of income-maintenance recipients. It is true that 
legislation concerning the occupational integration of income-
maintenance recipients and the implementation of Project 
Mehalev8 may help to differentiate among people who have 

                                            
8 A welfare-to-work program was adopted in the Integration of Income-

Maintenance Beneficiaries in Work Law, passed as part of the 2004 
Economic Arrangements Law; it pertains to income-maintenance recipients 
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different levels of earning ability. The intent of these measures 
is to facilitate continued support for those who are unable to 
work while reducing benefits and providing back-to-work 
assistance for those who can work. However, the program has 
many limitations9 and its success will be examined as it is 
implemented in pilot form through August 2007. 

Although initial evaluation of the program after nine months 
of operation is premature, it illuminates several significant 
aspects. The findings of the evaluation show that 44 percent of 
program participants found work by means of the program and 
the per-participant outlay for income-maintenance declined. 
Most of those placed in jobs, however, were young men; jobs 
were not found for members of weak population groups – 
single-parent mothers and older workers – who were especially 
harmed by the benefit cutback. Furthermore, a large share of 
those who were found employment were placed in temporary or 
unsuitable jobs, prompting them to return to the program for re-
placement.  

The decline in income-maintenance payments was achieved 
by subtracting those who found work and those who left the 
program without finding work due to illness, maternity leave, or 
despair. This may have led to the replacement of income-
maintenance with other benefits. As stated, in order to make any 
decision about expanding or terminating Project Mehalev, one 
should evaluate the program at a later time, i.e., after two years 

                                                                                              
who are seeking work and have low income. Project Mehalev – the “Israeli 
Wisconsin Plan,” was activated in August 2005. 

9 The limitations, as explained in the 2004 report of the Taub Center and in 
the following discussion about unemployment compensation, concern the 
program’s experimental and incomplete nature, its implementation only 
after the sweeping cutbacks were made, and its emphasis on reducing 
budget expenditure – which translates, in practical terms, into immediate 
job placement as opposed to the goal of placement in jobs with adequate 
wages and of a long-term nature.  
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of operation on a limited scale, as originally determined. Due to 
public pressure, however, it was decided in September 2006 to 
ease the terms for members of various participant groups: older 
people, single-parent mothers, immigrants, and persons with 
disabilities. Today, the possibility of revising the underlying 
economic model of the program is being weighed, so that its 
operators would be rewarded for placing participants in long-
term jobs with reasonable salaries. 

Various schemes to assure the income of disempowered 
population groups have been proposed recently. One of them is 
the introduction of a negative income tax, which would help 
insure a reasonable level of income for the working poor but 
which is unable to help meet the basic needs of those who do not 
work.10

b. Unemployment Compensation 

Unemployment compensation is meant to provide those who 
have lost their jobs with a wage substitute, for a limited period 
of time, so that they may seek appropriate employment. The 
unemployment rate has fallen steadily since the end of 2003 and 
stood at 8.4 percent in 2006, i.e., around a quarter of a million 
unemployed. The rate fell not only due to economic growth and 
a decrease in the population of foreign workers, but also due to 
legislative changes and a toughening of the rules of eligibility 
for unemployment compensation, a process that began with the 
2002 economic plan. 

Around 59,000 people received unemployment compensation 
on monthly average in 2005, similar to the 2004 level – 24 
percent of the unemployed as against 21 percent in 2004 – a 14 
percent increase in the share of unemployment compensation 
recipients among all unemployed. It seems that despite the 

                                            
10 Malul, Luski, 2006. 
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decrease in the number of unemployed, the total number of 
unemployment compensation recipients did not decrease 
because the improvement in the labor market allowed more 
jobless people to accumulate enough continuous days of work to 
qualify for compensation. In 2006, the share of compensation 
recipients among the unemployed remained at roughly the 2005 
level. 

About 29,000 compensation recipients were discharged 
soldiers (15 percent). Their numbers among total recipients have 
been rising continuously (except in 2004, when a decline 
occurred). Discharged soldiers who find work in preferred 
occupations are eligible for a grant, but the number of recipients 
of this grant declined last year due to a decision to exclude 
security services in schools and on public transport from the list 
of preferred occupations. This, in turn, caused an increase in the 
number of discharged soldiers receiving unemployment 
compensation. For some discharged soldiers, it seems that in the 
absence of sufficient financial incentive, the wish to receive 
unemployment compensation is greater than the desire to join 
the labor market.  

Unemployment compensation is pro-rated to the individual’s 
pre-unemployment wage. The average daily compensation stood 
at around half of the national average wage in 2005, similar to 
the 2004 level in nominal terms, and is less generous than in the 
past and relative to unemployment benefits in other Western 
countries. According to preliminary estimates, the value of 
unemployment compensation continued to trend downward in 
2006, losing 10 percent relative to its 2001 level. 

Participants in vocational training courses received especially 
low unemployment benefits. This is the result of a July 2002 
legislative amendment that reduced the benefit given to 
vocational training students by 30 percent. For members of this 
group, the average unemployment compensation was 35 percent 
of the national average wage. 
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Figure 4. Unemployment Compensation 

as Percent of National Average Wage, Selected Groups
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The amendment dampened the willingness of unemployed 
persons to take vocational training, a vehicle meant to enhance 
and upgrade their vocational credentials. It also defeated the 
legislator’s intention of giving the unemployed an opportunity to 
upgrade their qualifications. With this in mind, the law was 
recently amended again so that participants in vocational 
training may continue to receive unemployment compensation 
during their training. Even those who take study programs that 
last more than a year (mainly academic) are included, in a 
departure from the past. This amendment was not yet reflected 
in the data for 2005 which indicated a steep and continuous 
decline in the number of unemployment compensation recipients 
who took vocational training courses – from 5 percent of all 
unemployment compensation recipients in 2002 to 1 percent in 
2005. 

6. Family Subsidies: Child Allowances, Alimony,    
and Maternity Insurance 

The social security system includes several family programs that 
differ in operating principles and objectives. Some attempt to 
cope with problems of family distress and poverty; others are 
aimed at easing the cost of child raising, provide maternity leave 
benefits, or promote gender equality by means of a more equal 
gender division of labor in the household. 

a. Child Allowance 

Child allowances are provided for two main purposes: to help 
families to cover the costs of raising their children and to 
alleviate poverty among households with children. The number 
of recipient households increased by 1.1 percent in 2005 relative 
to 2004 and came to 956,300, and the number of children for 
whom allowances were paid rose by 1.5 percent, to 2,260,600. 
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Amidst the changes that were introduced in the general array 
of social security benefits, child allowances were significantly 
affected, both in their level and in the eligibility criteria 
(including the leveling of the benefit such that the number of 
children in the household and their birth order no longer affect 
the allowance). The total outlay for child allowances fell from 
NIS 8.1 billion in 2001, the year preceding the cutbacks, to NIS 
4.5 billion in 2005 – a 45 percent decrease in real cumulative 
terms. The continuation of this policy in the years to come (up to 
2009) is expected to cause an additional 15 percent decline for 
first and second children, 57 percent for third children, and 80 
percent for fourth-born children  and up, relative to allowances 
paid out in 2002 (which had already been affected by the 
cuts).11 The real rate of the cutbacks will probably be even 
steeper due to non-adjustment of the allowances. 

Most of the decrease in child allowances originates in the 
February 2004 reduction of allowances for households with two 
children and revision of the payment method for additional 
children in the household. This measure cut the share of child 
allowances in the total disbursement of social security benefits 
by about one-third – from 17 percent in 2001 to 11 percent in 
2004 and 2005. Since July 2004, households with three or more 
children that receive income-maintenance or alimony benefits 
from the National Insurance Institute have been partly 
compensated for the allowance reductions in both child 
allowances and income-maintenance benefits by receiving a 
“family allowance” for third and fourth children only. 

The immediate across-the-board implementation of the child 
allowance cutbacks in the emergency economic plans since 
2002 increased the incidence of poverty among children and 
households by one-third and especially in homes where the head 

                                            
11 National Insurance Institute, annual reports, various years.  
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of the household does not participate in the labor market. Thus, 
the number of children under the poverty line rose from 556,000 
in 2002 to 714,000 in 2004 and around 770,000 children in 
2005.  

The consequences of increasing the financial burden on 
households with children, as opposed to spreading changes over 
time, should have been considered. The government's policy 
was especially inconsistent with respect to child allowance 
recipients. It revealed the sensitivity of this field to external 
pressures like the composition of Knesset coalitions and 
illustrates more acutely than ever the need for thorough debate 
before any fundamental revisions in the method of allocating 
transfer payments are enacted. 

Comparison of in-cash benefits that households with children 
in Israel receive as against those in other countries shows that 
most Western countries give families additional in-cash benefits 
apart from the basic child allowance. Examples are tax credits, 
child-care benefits, study benefits, and extra increments for 
large families. Child allowances are universal in most European 
countries, as they are in Israel, and most countries pay them for 
children up to age eighteen.12 Israel’s average child allowance 
as a percent of per capita GDP was one of the highest in 2001 – 
4.7 percent, approximating the level in generous countries such 
as Belgium and Finland. By 2005, however, the average per-
child allowance had fallen to 2.5 percent of per capita GDP. By 
2009, it is expected to sink to 2 percent. 

To make sure that the child allowance covers a meaningful 
share of child raising costs, the level of the allowance paid in 
Israel should be raised for all households. The allowance for 
first and second children should reflect the recommendation of 
the 1975 Ben-Shahar Commission, i.e., it should be set at 

                                            
12 Ophir, Eliav, 2005.  
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NIS 170 in current values (as against NIS 148 today). To help 
tackle the problem of poverty among large families, their 
income should be raised in a way that does not diminish their 
motivation to work. Until a negative income tax plan is 
implemented, a supplement should be paid for each child in 
large families (from the fourth child onward) with no means test. 
The increase should be set at a ratio of 1.5:1 for the third 
children (relative to the allowance for first and second children) 
and 2:1 for each child from the fourth onward.  

b. Alimony  

The Alimony Law assures the payment of alimony to women 
where such has been determined by court order. When a former 
husband fails to pay in accordance with the court order, the 
woman may apply for collection by means of the National 
Insurance Institute through the Bailiffs’ Service. Alimony 
payments are funded by receipts from debtors and from the state 
treasury. The undertaking of National Insurance to pay alimony 
includes responsibility for collecting money from the non-
paying former spouse. This, however, covers only part of the 
liability. In 2005, National Insurance collected NIS 180 million 
from debtor spouses, 43 percent of payouts that year. This is a 
larger proportion than in previous years; the improvement stems 
from better methods of enforcement by the National Insurance 
Institute.13  

Some 23,600 women received alimony via National 
Insurance in 2005. This represents a 15.5 percent decrease 
relative to 2002, the year preceding a toughening of the 
eligibility terms. Half of the recipients had one child; another 
one-third had two. The average monthly benefit in 2005 was 
NIS 1,381 –  19.3 percent of the national average wage – similar 

                                            
13 Toledano, 2006. 
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to the level in 2003 and 2004 but lower than the share of the 
benefit before the law was toughened. 

The Alimony Law itself does not assure a minimum income 
for those in need. Those who meet the statutory conditions for 
income-maintenance are entitled to an income supplement in 
addition to alimony. The legislative changes that applied to 
recipients of this benefit reduced the number of alimony 
recipients generally and recipients of income supplements on 
top of alimony – the neediest group among the alimony 
recipients –in particular. The share of the latter decreased from 
45 percent of all alimony recipients in 2002 to 30 percent of this 
group in 2005. Thus, the size of the group diminished by about 
one-third relative to its level before the terms were toughened. 

c. Maternity Insurance 

The maternity insurance program is composed of a maternity 
grant, maternity benefits, and a hospitalization grant. 
1. A maternity grant is paid to every mother who gives birth in 

a hospital. The grant was originally meant to encourage 
women to give birth in hospital; therefore, it is not paid to 
those who elect to give birth at home. Unlike the maternity 
benefits, this grant does not have an insurance component 
and eligibility is not conditioned on the mother’s 
participation in the labor force. Some 142,500 mothers 
received maternity grants in 2005, 0.5 percent fewer than in 
2004. 

 Total expenditure on maternity grants was NIS 122.7 million 
in 2005, 4 percent lower in real terms than in 2004. Until July 
2003, the grant was set at 20 percent of the national average 
wage per birth and was updated at the rate of general cost-of-
living adjustments. Since then, it has been reduced for second 
and subsequent children (falling to 6 percent of the national 
average wage for the births of third and subsequent children). 
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2. Maternity benefits are paid by National Insurance as wage 
substitutes for women on maternity leave who were in the 
labor market before giving birth. The benefit is equal to the 
mother’s wage and is paid out for twelve weeks after birth. 
Since 1998, men who divide the maternity leave with their 
spouses have also been eligible for paternity benefits for a 
brief period of time. In practice, few men (0.2 percent of the 
77,000 recipients of maternity benefits in 2005) exercise this 
entitlement. 

 
 
 

 
 
 
 
 
 
 
 
 
 

 
 
 
 
 

Figure 6. Maternity Benefits as Percent of National 
Average Wage, by Type of Benefit
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The proportion of maternity benefit recipients in total births, 
54 percent, reflects the current rate of women’s participation 
in the labor force. Most of these women are salaried 
employees. Until 2003, the share of the maternity benefit in 
the national average wage rose gradually and came to 77.5 
percent, but since 2005 there has been a downward trend.  
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This is evidently due to the proportional increase in low-
wage earning women among maternity-benefit recipients; 
thus, in 2005 only one-fifth of benefit recipients qualified for 
a benefit that surpassed the national average wage. 

3. The third component of maternity insurance is the 
hospitalization grant, meant to cover the expenses of giving 
birth and the inpatient care that follows. The grant is paid 
directly to the hospital by the National Insurance Institute 
and, practically speaking, is disbursed today as part of 
National Health Insurance. Some 142,560 hospitalization 
grants were paid out in 2005, 0.6 percent fewer than in 2004. 
The share of the hospitalization grant in the national average 
wage is 89.2 percent and has been trending up during the 
review period. In 2005, most of the increase in the 
hospitalization grant was due to a significant rise in the size 
of the grant for premature births. 
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The 2006 Social Survey  
1. Introduction 

The following chapter details the findings of the seventh Social 
Survey of the Taub Center for Social Policy Studies in Israel.1 
The survey, based on a public opinion poll, illuminates the 
Israeli public’s sense of well-being and social confidence as well 
as its attitudes towards various social issues. This year, as every 
year, several questions were asked again in identical phrasing in 
order to provide an indication of trends in public attitudes. Also, 
as in previous years, several new questions were introduced 
pertaining to the public’s welfare. These questions were chosen 
due to their centrality in recent public debate. The survey 
provides an important addition and complement to the social 
picture provided by the Center’s annual report and analysis of 
social expenditure. 

Three surveys were conducted this year (February, July, and 
September). Each of the survey periods chosen represents a 
theoretically different period of the year in terms of social, 
economic, security, and political affairs. Since 2006 was a year 
of rapidly shifting developments, it is of interest to determine to 
what extent the changes influenced the public sense of social 
confidence as reflected in the Taub Index and the other social 
indicators examined in the survey. The February survey was 
conducted while Ariel Sharon was still prime minister and the 
outlooks on the continuation of economic and political recovery 
were positive. The July survey was conducted after Ehud Olmert 
formed a new government following an election campaign that 
emphasized the “social agenda.” The September survey took 

                                                           
1 The survey is conducted annually by Hanoch and Rafi Smith Research and 

Consulting, Ltd. 
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place after the Second War in Lebanon and the beginning of a 
return to routine life. 

Generally speaking and perhaps somewhat surprisingly, the 
results of the polls point to the continuation of the trends 
observed in 2005. Two main trends stood out in the survey 
results: 

First, the respondents’ sense of their own social confidence 
continued to improve, albeit slowly. This was reflected in 
answers to questions regarding respondents' current situation, 
where they stood relative to the past, and what they expected in 
the future.  

However, the proportion of those responding that their 
"income does not suffice for basic needs,” or is “barely 
sufficient” continued to be at a level of around one-third of all 
respondents. (To be more precise, there was a small decline 
between 2005 and 2006: from 36 percent to 32 percent.) The 
fraction of respondents who reported being worse off than in 
previous years was also generally stable at a high level that 
showed only a small decline, from 38 percent in 2005 and 35 
percent in 2006. 

Second, despite the events on the security, economic and 
political fronts, the public believes that the treatment of social 
issues is more important than dealing with those related to 
security. Presumably, this is due to the high percentage – one-
third of the public – who continue to suffer from reductions in 
social benefits. This stands out especially in the responses of 
participants in the post-war survey. (See details in Sections 7 
and 8.)  
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2. The Taub Index of Social Confidence  

Last year, the Taub Index provided a dynamic picture of the 
sense of social confidence since it was examined at three points 
over the year. The Taub Index aggregates the responses to a 
group of questions that pertain directly to a variety of basic 
components of the sense of social well-being – including 
changes in standard of living, the sense of being exposed to 
violence, basic economic security, and fear of becoming 
unemployed.  

The average Taub Index score2 of the entire survey 
population was 57.8 in 2006 as against 56.2 in 20053. It is also 
noteworthy that the index rose slowly but steadily during 2006, 
from 57.3 to 58.3. 

The 2006 Index returned to the 2001 level, the first year it 
was measured. In 2002-2003, the Index dropped to 47.9 as the 
public’s social confidence was undermined by a deepening 
recession, rising unemployment rates, and cutbacks in social 
service budgets, foremost those relating to income-maintenance. 
The trend has turned around since 2004, reflected in the steady 
rise in the Index despite the recent hostilities in Israel’s North. 
The continuity and consistency of the data indicate that, as a 
rule, the public’s sense of social confidence in 2006 resembled 
the level in 2001, a year considered one of the best in recent 
decades in terms of economic and security trends.4

                                                           
2 Below, wherever the Taub Index is referred to or to questions that were 

asked several times during a particular year, the single number represented 
as the finding for that year is the average of the responses to the questions. 

3 The scale is from 0 to 100; 100 denotes an optimum situation of high social 
confidence and 0 denotes low feelings of social confidence. 

4 2001 was the year preceding the economic plan that policymakers adopted 
in 2002 to revitalize economic growth and reduce the size of the public 
sector in the economy. 
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Figure 1. The Taub Index of Social Confidence
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These data pertain to the entire survey population and mask 

large differences in levels of social confidence among different 
population groups. The Index for the population group that 
reported an income level “far above average” was 68.6 in 2005; 
the level reported by the population that claimed its income to 
be “far below the average” was only 45.2. In 2006, the 
corresponding figures were 70.7 and 46.9. Furthermore, the 
clear and significant upward trend that took shape in 2006 in 
regard to the lowest income group (49.4 vs. 43.6) stopped in 
September as the Index declined to 47.6 – a phenomenon not 
observed for those in the highest income groups. On the 
contrary: among the latter group, the index declined between 
February and July (from 71.8 to 68.4) and rose again between 
July and September, to 72.7. Overall, the narrowing of gaps in 
social confidence among income groups, as evidenced in the 
July survey, reversed direction in the September survey. 
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Figure 2. The Taub Index of Social Confidence 
by income groups
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Figure 3. The Taub Index of Social Confidence 
by level of education
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The differences among population groups by education 
level were much less noticeable. Throughout the survey period, 
the sense of confidence of those with a low level of education 
declined between 2001 and 2003 and afterwards rose 
consistently but not enough to return to the 2001 level. The 
sense of social confidence among those with an academic level 
education went through a similar process, rising to the 2001 
level in 2006. It is also worth noting that during 2006 the sense 
of social confidence among those with an academic education 
decreased slightly and that of the poorly educated stayed 
constant and actually rose a bit. 

Despite many differences in sub-groups’ attitudes, the most 
significant finding was the consistent rise in the Taub Index 
between 2004 and 2006 among all groups. However, there were 
some interesting variations: the social confidence of the haredi 
(“ultra-Orthodox”) population fell in 2003, recovered almost 
totally during the ensuing three years, but remained constant in 
2006. This may be attributed to the drastic cutbacks that were 
made in child allowances in 2003, the subsequent partial 
restoration of the allowances, and this population group’s 
adjustment to the situation. 

Similar trends were found in the Arab population. As a 
group, their social confidence declined until 2003, recovered 
gradually from 2004 onward, and continued to improve in 2006. 
Here, too, the findings may be linked to the cutbacks in child 
allowances and the toughening of terms for unemployment 
compensation. Immigrants showed a totally different picture: 
their most difficult year was 2002 and their sense of social 
confidence was higher in 2006 than in all previous years. The 
improvement may be attributable to an easing of unemployment 
in 2005-2006. 
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Taub Index: Differences in Sense of Social Confidence, 
Selected  Groups 

 2001 2002 2003 2004 2005 2006 
Haredim 56 60 50 58 58 58 
Arabs 51 49 44 46 52 53 
Immigrants 54 47 50 49 50 57 

The differences among age groups and between women and 
men were not especially large. With regard to differences by 
age, however, younger people (18–24) expressed higher levels 
of social confidence whereas the lowest levels of social 
confidence were expressed by those of working age (30–64). 
Surprisingly, those aged 65+ reported a higher level of social 
confidence than members of working-age groups during almost 
all of the survey period. This may have to do with the reality of 
life on a pension: on the one hand, retirees are dependent on 
their pensions and on the National Insurance old-age benefit, 
which is not large. On the other hand, they have few concerns 
regarding unemployment or economic failure. 

Thus, the 2006 surveys indicate a very slow but steady 
improvement in the public’s sense of social confidence despite 
continuing large social gaps. 

3. Standard of Living 

In all of the Taub Center surveys, respondents were asked 
several questions about changes in their standard of living: what 
they thought about their current standard of living, how it 
compares with the recent past, and their expectations for the 
future. 

The first question was “To what extent does your income 
allow you and your family to meet basic needs?  

The responses showed that the proportion of "weak" 
households, those reporting socio-economic difficulties, 
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increased in 2001–2005 but declined in 2006. This past year, the 
share of households reporting that their income was not 
sufficient, or hardly sufficient, for basic needs declined from 36 
percent to 32 percent. In a complementary finding, a larger share 
of households reported that their income was sufficient for basic 
needs with little or no difficulty. The 2006 survey undoubtedly 
revealed a change for the better relative to recent years but not 
relative to 2001.  

 “Does your income allow you and your family to meet basic 
needs?”  

 2001 2002 2003 2004 2005 2006 

Absolutely not / barely 28 34 31 34 36 32 
Reasonably 45 46 47 43 41 41 
Yes, without great 
difficulty /any difficulty 

 
27 

 
20 

 
22 

 
23 

 
23 

 
27 

Second, respondents were asked about their level of well-
being relative to the previous two or three years: "If you 
compare your standard of living and that of your family today 
with that of two or three years, ago, do you think there has 
been: (considerable improvement, some improvement, no 
change, some decline, severe decline)?" 

The proportion of those who believed that their situation 
worsened relative to previous years declined (only in 2001 was 
their share lower). About one-third of the respondents (35 
percent, to be exact) believed that their situation worsened 
severely or somewhat; 20 percent thought that they were better 
off to some extent. Although the share of respondents who felt 
better off did not decline relative to previous years, it was less 
than half the proportion of those who believed that their 
situation was totally unchanged. In 2006 the public was far less 
positive about its future than it was at the beginning of the 
decade. 
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Relative to the recent past, my current standard of living. . . 
(Percent) 

 2001 2002 2003 2004 2005 2006 
Has improved 
considerably or somewhat 

 
26 

 
17 

 
8 

 
13 

 
20 

 
19 

Has not changed at all 50 37 34 38 42 46 

Has declined greatly or 
somewhat  

 
24 

 
46 

 
58 

 
49 

 
38 

 
35 

Respondents were then asked about their expectations of 
change in the future: "Do you expect your economic situation 
and that of your family to change in the coming year?" The 
answers to this question, which was first included in the survey 
in 2004, show that overall the Israeli public is optimistic about 
the future: the proportion of those who expect their situation to 
improve is roughly twice as large as those believing that things 
will deteriorate. The public’s optimism also increased somewhat 
in compared to 2005. 

Expectations (percent) 2004 2005 2006 
My situation will worsen 
severely or somewhat 

 
13 

 
16 

 
13 

My situation will not change 47 58 58 
My situation will improve 
somewhat or perceptibly 

 
40 

 
26 

 
29 

It was then examined whether the feelings expressed by the 
population at large prevailed among all groups or was 
predominant among certain groups. Three sub-populations were 
examined -- haredim, Arabs, and immigrants -- and were further 
differentiated by income and education level. 

In regard to the question “Does your income allow you and 
your family to meet basic needs?” the distinction between 
respondents with far-above-average income and those with far-
below-average income was as expected. (For details, see Table 1 
in the Appendix.) Over time, the proportion of high-income 
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persons who responded that their income suffices to cover basic 
needs with no difficulty or hardly any difficulty has been rising 
(even relative to 2001) and has been doing so continuously since 
2003. In contrast, the share of very-low-income respondents 
(relative to the average) who judged their income to be 
insufficient or barely sufficient for basic needs fluctuated 
throughout the period within a range of 58-68 percent. (It 
peaked in 2005 and remained high at 64 percent in 2006.) The 
important finding is not about the yearly fluctuations but rather 
the finding that about two-thirds of low-income persons report 
that their income is not sufficient, or barely sufficient, to cover 
basic needs. 

The proportion of persons with an academic education whose 
income was not sufficient for their basic needs without difficulty 
fell far short of that among high-income persons. The ratio in 
2006 was less than 1:2 – 34 percent of the highly educated as 
against 73 percent of those of high income. (The proportion 
among the highly educated was higher in 2006 than in the 
previous three years.) At the same time, the share of the highly 
educated who reported that their income was not sufficient for 
basic needs or hardly sufficient was around one-fourth, far 
below the corresponding share of low-income persons 
(Appendix Table 1). 

Responses for the three population groups – Arabs, 
immigrants, and haredim – were examined separately. Appendix 
Table 1 shows that immigrants feel much better off than in the 
past. Between 2004 and 2006, their sense of well-being (as 
indicated by their ability to meet basic needs without difficulty) 
improved: 30 percent of immigrants reported in 2006 that their 
income was sufficient to meet their basic needs without 
difficulty, as against only 13 percent who did so in 2004. The 
proportion of immigrants who described their income as barely 
sufficient for basic needs fell from 48 percent in 2001 and 50 
percent in 2004 and 2005 to 32 percent in 2006. This seems to 
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reinforce the finding that the immigrants’ acculturation is 
progressing.  

In contrast, the survey findings show a significant decline in 
the condition of the haredi population – a group that is usually 
defined as weak. Thus, in 2001 about one-third of haredi 
respondents described their income as barely sufficient for basic 
needs – a high proportion in itself. However, the share of the 
“very weak” among haredim has continued to rise from year to 
year and increased significantly to 45 percent in 2006. The share 
of this population group that describes its income as sufficient to 
meet basic needs without difficulty – fell from 21 percent in 
2003 to only 12 percent in 2006. These findings may reflect a 
decline in the sense of well-being among haredim following the 
cutbacks in of child allowances in 2003. 

The self-reported condition of the Arab population has also 
declined significantly in recent years, as the survey shows. The 
downturn stands out in particular in the population group whose 
income is barely sufficient to meet basic needs. This group is 
larger among Arabs than among haredim and actually amounts 
to a majority of Arab respondents – 55 percent. It seems 
reasonable that in addition to suffering cutbacks in child-
allowances, the toughening of terms for unemployment 
compensation also contributed to this group's feelings of an 
inability to meet their basic needs. Importantly, however, as the 
Center’s surveys show, Arabs were much worse off than 
haredim at the starting point of analysis in 2001. That year, 48 
percent of the Arab respondents reported that their income was 
hardly sufficient, as against 32 percent of haredi respondents. 

This continuing analysis of changes in the public’s feelings 
over time (see below) clearly shows the widening of the gaps 
especially when respondents are divided by income. The 
proportion of high-income persons who believed that they were 
worse off than in previous years was lower in 2006 than in any 
previous year (17 percent). In contrast, the share of high-income 
persons who reported an improvement in their situation was the 
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highest in any year except for 2001. The survey results show 
clearly that this time period has been good for those with high 
incomes. In contrast, the share of respondents in the lowest 
income group who thought their situation had worsened relative 
to previous years, while smaller than in 2002-2005, remained 
much higher than in 2001. 
 
Comparison of 
the present with 
the past, by 
income (Percent) 

2001 2002 2003 2004 2005 2006 

High income –
worse off 

 
18 

 
23 

 
34 

 
31 

 
19 

 
17 

High income –
better off 

 
52 

 
34 

 
18 

 
29 

 
37 

 
37 

Low income – 
worse off 

 
36 

 
57 

 
74 

 
69 

 
57 

 
53 

Low income – 
better off 

 
15 

 
13 

 
5 

 
8 

 
9 

 
9 

The findings differentiated by levels of education also reveal 
a considerable improvement in the public’s perception of its 
situation relative to previous years. The percentage of the highly 
educated who believe that their situation has deteriorated has 
been declining since 2003 and their belief that they are doing 
better has been rising since that year. The picture among those 
who have only a primary or secondary education is quite similar. 
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Comparison of the 
present with the 
past, by income 

2001 2002 2003 2004 2005 2006 

(Percent)       
Academic education 
–  worse off 

 
23 

 
36 

 
62 

 
47 

 
35 

 
31 

Academic education 
–  better off 

 
36 

 
21 

 
8 

 
13 

 
21 

 
23 

Primary education  
–worse off 

 
32 

 
50 

 
67 

 
65 

 
62 

 
49 

Primary education 
–better off 

 
17 

 
13 

 
8 

 
1 

 
7 

 
13 

Although the comparison seems to suggest that the public is 
better off today than it was in the past, the public’s expectations 
about its future were less optimistic in 2006 than in previous 
years (Appendix Table 2). This characteristic stands out among 
those in the lowest income group, about one-fourth of whom 
believed that their situation would improve, similar to the 2005 
level but much lower than that in 2004. Another one-fourth of 
respondents in this group believed that their situation would 
worsen further, much as they did in 2005. Among those of high 
income, in contrast, 40 percent believed that they would be 
better off in the future and only 7 percent felt that they would be 
worse off. Interestingly, in this field a downward trend was 
found over the three surveys conducted in 2006. At the 
beginning of the year, 24 percent of low-income respondents 
believed that their situation would worsen in the future; by 
year’s end, 28 percent felt this way. 

Respondents with an academic education felt basically the 
same about future developments in 2006 as in 2005. Their view 
is not pessimistic; more of them expect their situation to 
improve than to decline (30 percent versus 12 percent). Those 
with only a primary school level of education were less 
optimistic about the possibility of future improvement in their 
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situation; in 2006, only 26 percent felt that such an improvement 
would occur, as against 48 percent in 2004. 

Interestingly, as the groups were examined separately, even 
the weakest ones – the Arabs and the haredim – showed higher 
proportions of respondents who expected their situation to 
improve over time than those who expected a decline. 

As a complement to the three questions about standards of 
living, respondents were asked the following question: "Are you 
concerned about the possibility that you or your family may 
fall into poverty or economic distress?" The responses gave 
further evidence of the economic improvement. However, about 
two-thirds of the respondents still expressed some level of 
concern about the possibility of declining into poverty. 

Level of concern 
about becoming 
poor 

2004 2005 2006 

   July September 
Very or greatly 
concerned 

 
31 

 
27 

 
21 

 
18 

Mildly or somewhat 
concerned 

 
44 

 
43 

 
48 

 
49 

Not concerned at all 25 30 32 31 

In sum, the findings show that the public’s self-reported 
standard of living has risen in the past two years. However, 
although the improvement was reflected in the responses to all 
questions, there was a great deal of variance among the 
population groups; improvements were greatest among the 
affluent and the strong socio-economic groups. 

4. Employment, Income, and Working Conditions  

Work is one of the most significant elements in individuals’ 
lives and is usually the source of economic and social security 
for themselves and their families. Work also helps to determine 
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social status and has a decisive effect on quality of life and self-
esteem.  

Employment is the first area to be affected by the onset of an 
economic crisis. However, it improves rather slowly even after 
the economy has begun to improve. In 2006, as in previous 
years, the survey asked, "Do you, or does someone in your 
family, fear becoming unemployed or fear that they will not 
find work and remain unemployed?" (Very strongly, strongly, 
somewhat, slightly, not at all). 

Fear of dismissal  
(Percent) 2001 2002 2003 2004 2005 2006 

Very strong or strong 32 34 42 32 30 24 
Somewhat 22 22 25 28 22 23 
Slight or nil 46 44 33 40 49 54 

The 2006 poll shows that the improvement seen in the 
previous two years’ surveys continued. For quite a long time, 
the public was strongly concerned about unemployment. This 
year, the proportion of respondents who were totally 
unconcerned or only slightly concerned about this possibility, 
either for themselves or for a family member, rose to 54 percent 
as against 49 percent in 2005 and 33 percent in 2003. At the 
other extreme, the share of respondents who were greatly or 
very greatly concerned decreased from 30 percent to 20 percent 
over the past year and has been falling since 2003. However, 
one-fourth of the respondents still report a large measure of 
concern. 

Concern about losing one's job is strongest by far among low-
income respondents and has remained stable throughout the 
years at around 50 percent, notwithstanding some improvement 
in 2006 (39 percent – see Appendix Table 3). Those of low 
income are also much more concerned than others about a 
further worsening in their personal situation and of becoming 
unemployed. Interestingly, the three 2006 surveys bring the 
picture into stronger focus: during the year, employment 
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insecurity decreased and employment security rose among 
members of all groups, including those of low income. 
However, the rates of concern among those of low income were 
much higher during the year, although they, too, showed a 
downward trend. 

Broken down by level of education, the findings show that 
those with an academic education are less concerned about 
becoming unemployed than those with only a primary school 
education and that their employment security improved in 2006 
relative to the past. This finding also stands out relative to 2001. 
Notably, the sense of well-being that was evident among the 
well educated did not appear among those with a primary school 
level or a partial secondary school education. 

The 2006 survey findings indicate that immigrants were 
much more confident about their employment situation than 
they were in 2005. It was also the first survey in which the 
percentage of immigrants who expressed concern about 
unemployment was significantly lower than the proportion of 
those who were not concerned. This result may stem from a 
combination of general economic improvement and immigrants’ 
economic integration. However, the extent of confidence fell 
during 2006: the proportion of immigrants greatly concerned 
about unemployment rose from 16 percent at the beginning of 
the year to almost 30 percent at the end. The 2006 surveys also 
found that only 51 percent felt secure in their jobs at year’s end 
as against 73 percent at the beginning of the year. Obviously, 
signs of concern are evident well before a process of 
improvement ends. 

The improvement in the sense of job security extended to the 
haredi and Arab populations. The proportion of haredim who 
expressed concern declined significantly in the past two years. 
The rate among Arabs decreased but remained high (at 32 
percent) relative to other groups. However, the share of 
respondents who were totally or somewhat unconcerned about 
losing their jobs increased in 2006 to about half of all 
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respondents, approximating the rate that was found among 
haredim and similar to that among the immigrants. (See 
Appendix Table 3.) 

5. Health Care 

Israel’s health care system has undergone many changes in 
recent years. For over a decade, the State Health Insurance Law 
has established a “basket” of services to which the public is 
entitled. All persons with resident status are entitled to services 
from the sick fund of their choice (and are allowed to switch 
sick funds) and the level of health care is considered high by 
international standards. In recent years, however, the public has 
been made to pay a rising share of service cost in the form of 
user co-payments—for visits to specialists, essential treatments, 
use of special services (x-ray, imaging, and computerized or 
other medical technologies), and, for a substantial number of 
medications. 

The Taub Center has examined the public’s satisfaction with 
its health care services since its first survey in1989 .5  

The first question about health care was: "Compared with 
the situation a year or two ago, do you think there has been 
any change in the level of health care services that you and 
your family receive?"  

The findings in 2006 indicate that the public’s satisfaction 
with its health care services has changed. In 2003 and 2005, 
more respondents believed that the quality of services had 
deteriorated than believed that they had improved. This picture 
was reversed in 2006. 

                                                           
5 Although the question about health care services appeared in each year’s 

survey, in 1989–2002 and 2004 the phrasing related to health care services 
generally and in 2003, 2005, and 2006 it referred to the health care 
services that the respondents and their families received personally. 
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Figure 4. Compared with the situation a year or 
two ago, do you think there has been any 

change in the level of health care services that 
you and your family receive?

Percent

0
10
20
30
40
50
60
70

Improved
significantly or

slightly

No change
whatsoever

Declined
significantly or

slightly

2003
2005
2006

 
Interestingly, the belief that the health care services had 

improved was strongest amongst respondents with the lowest 
levels of education and income. While an average of 4 percent 
of respondents expressed the belief that the health care services 
had improved significantly, 12 percent of those with primary 
school level or partial secondary level education and 7 percent 
in the lowest income group felt this way. The proportion of 
Arabs who believed that the health care services had improved 
significantly also stood at 12 percent. In contrast, 5 percent of 
respondents in all groups believed that the services had 
deteriorated severely. 

An age related effect was evident: the older the respondents 
were, the more they tended to believe that the health care 
services had deteriorated. Thus, the users of health care services 
who need greater access to the services than others – the 
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“heavy” users of the service – are less satisfied than other 
members of the public. 

Responses to the second question about health care revealed 
one of the least positive findings in this field and corroborated 
similar findings from other public opinion surveys6: "In the 
past year, have you or has anyone in your family refrained 
from obtaining an essential medical service, such as an 
appointment with a doctor, the purchase of medication or 
medical apparatus, etc., because of the price that you have 
been asked to pay for the service?"  

This question was asked for the fourth consecutive year, and 
the responses present a troubling picture. The percent of 
respondents who had to forego a necessary medical service at 
least once during the past year surpassed 20 percent every year. 
The high rates among elderly respondents (30 percent) and 
immigrants (around 25 percent) are especially disturbing. The 
relationship between income and use of services stands out in 
particular: it was found that 95 percent of respondents in the 
high-income group did not have to forego a needed medical 
service even once, while 10 percent of those in the low-income 
group reported having had to forego a necessary medical service 
many times. 

Against the background of the recent public debate the 
public’s preferences were also examined: "To improve the 
population’s level of health, where should the emphasis be 
placed?" The most significant finding – the preference of 
including more medicines in national health insurance – may be 
unsurprising in view of the importance of this topic in the public 
debate. If so, it is interesting to note that about one-third of the 
public stressed the importance of preventive medicine and 
health education and gave it a position that closely approximated 
that of covering additional medicines through national health 
insurance. The preferences are as follows: 
                                                           
6 Notably, surveys by other research institutes found similar results. 
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Include more medicines in National Health Insurance 37 
Preventive medicine and health education 32 
Include inpatient nursing care in National Health Insurance 10 
Provide better medical services in periphery areas 10 
Improve the quality of the environment 9 
Other 2 

6. Education 

Each year, the Taub survey asks about the quality of the 
education system, the contribution of the system to narrowing 
social gaps, the system’s main problems, and what is necessary 
to solve them. This year, there were only two questions. 

In most previous surveys, the following question appeared: 
"Where should the emphasis be placed in order to improve the 
education system?" This year, respondents were asked to 
choose among the following options: improve teachers’ wages 
and working conditions; reduce class size; affirmative action in 
budget allocation for students from weak population groups; 
revise the contents and programs of study; and lower the level of 
school violence. Although the options that were presented to the 
respondents were modified slightly this year, the difference does 
not rule out comparisons with previous years. The findings of 
the 2006 survey showed that the public thinks it is more 
important to raise teachers’ wages than to reduce class size (26 
percent vs. 21 percent). However, the public had no clear 
preference for any of the four options that had been presented to 
them; they rated them as of similar importance (around 20 
percent). Only the option of affirmative action in resource 
allocation for weak students was judged to be of much lower 
priority. Only around 10 percent of respondents cited it as the 
factor that deserves the highest priority in trying to improve 
education. 
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Respondents from high income groups stand out in the 
importance that they gave to raising teachers’ wages: more than 
35 percent of respondents in this group considered this the most 
important action to take. Some 23 percent of those in the low-
income category also felt this way. A negative correlation was 
also found between level of education and affirmative action for 
students from weak population groups: about one-fifth of those 
with a primary school level of education considered this the 
highest priority issue, as opposed to only 8 percent of those with 
an academic education. 

In 2006, for the first time, the following question was asked: 
"To raise the standard of education, which educational level, 
in your opinion, should be given special emphasis?" The 
attitudes of the general public resemble the preferences 
expressed by the Ministry of Education: more emphasis on 
early-childhood and primary education and less on subsequent 
levels (33 percent singled out early childhood, 35 percent 
primary, 14 percent lower secondary, 12 percent upper 
secondary and only 6 percent higher education.)  

7. Value Preferences and Assessments of     
Government Socio-Economic Policy 

In 2006, as in previous years, the survey examined several 
dimensions of the public’s value system and its assessment of 
government policy. The first question pertains to the goals that 
are said to guide the state’s socio-economic policy. (This 
question did not appear in previous years’ surveys.) 

“What do you think about the current level of resource 
allocation for social services such as education, health care, 
and welfare?” The question was included in the main survey 
(July) and in the survey conducted after the Second War in 
Lebanon.  
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The most notable finding reflects the public’s belief that the 
government should be spending more, much more, on social 
goals. Even the war in the North seemed to have little impact on 
this (see table.) It is worth reporting that there was little 
difference among income groups in responses to this question. 

 
Resources for social services 
(percent) 

July 2006 Sept. 2006 

Spend much more 76 65 
Spend a little more 17 23 
Make no change 5 10 
Spend a little less 1 1 
Spend much less 1 6 

Thus, the survey conducted after the war contradicts the 
belief that it led to an end to the importance of the government 
social agenda: 88 percent of survey participants believed even 
after the war that the social service budgets should be increased 
greatly or somewhat. The survey also found in response to a 
separate question about how to cover the costs of war damage, 
that 76 percent of the public opposed reducing social budgets in 
order to cover war-related expenses. 

Another question in the survey related to the government’s 
priorities: “Which of the following fields, in your opinion, 
should the government place at the top of its priorities?” Some 
40 percent of respondents cited fighting poverty and narrowing 
social disparities, as against 35 percent who believed that 
defense should come first. (See the following table.) Residents 
of the North shared this view, although some differences were 
found among residents of various parts of the North. Those in 
the “shelter zone” (where residents were regularly ordered into 
security shelters during the war) and those in the “protected-
space zone" (where people were able to access safe areas) 
favored increasing the welfare budgets to a similar or even a 
greater extent that the national average, whereas those in the 
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area outside rocket range were less supportive of this goal. 
Rather than differences stemming from vulnerability during the 
war and the need to use supportive social services, these results 
may reflect socio-economic differences. 

Inhabitants of the “shelter zone” ranked defense at the top of 
their scale of priorities; those in the “protected-space zone” felt 
that narrowing disparities came first. Interestingly, a greater 
number of inhabitants of the part of the North that was outside 
the danger zone ranked defense as the highest priority issue than 
those who lived in the “shelter zone.” Residents of the North, 
especially those in the “protected-space zone,” also expressed 
above average opposition to cutting social service expenditure in 
order to cover war-related expenses (78 percent of people in the 
“shelter zone” and 86 percent in the “protected-space zone,” 
respectively). Importantly, hardly any changes occurred between 
July and September; the only change after the war was a shift of 
emphasis from economic growth to defense. This did not reduce 
the proportion of respondents who stressed that the government 
should focus on initiatives to fight poverty and narrow social 
gaps. 

Which of the following fields 
should the government place at the 
top of its priorities? (Percent) 

July 2006 Sept. 2006 

Economic growth 17 13 
Defense 29 35 
Fighting unemployment 9 8  
Fighting poverty and narrowing 
social gaps 

 
42 

 
40 

Other 3 3 
 
Differences were found when respondents were divided on 

the basis of income and education; between non-immigrants and 
immigrants; and among the weak social groups, especially 
Arabs and haredim. Appendix Table 4 differentiates the findings 

 



                                                                       Israel’s Social Services 2006 276  
 

by these groupings. First, it is noteworthy that the differences 
were not reflected in the extent of preference for reducing 
poverty and narrowing social gaps, the rates of which ranged 
from 31 percent among the poorly educated to 52 percent among 
haredim. Instead, most of these population groups rated the 
narrowing of poverty as a matter of highest importance (July 
survey). 

Immigrants ranked defense as the highest priority, as they did 
in the pre-war survey, and the Arabs ranked defense as less 
important than any other sub-population. Arabs also stood out 
among the groups in their attitude toward the importance of 
government action to reduce unemployment. 

Given the responses to the two previous questions, the 
responses to the next question are especially interesting. 
Respondents were asked about “the clash between a policy that 
aims to narrow social gaps and one that aims to promote 
economic growth.” A large proportion of the overall sample 
believed that narrowing social gaps should be a preference. This 
is consistent with the responses to the two previous questions. 
Another noteworthy finding is the shift toward the belief that the 
two courses of action do not clash, i.e., fewer respondents 
switched from the group that favored narrowing gaps than from 
the group that preferred economic growth. (See the following 
table.) 

Narrowing of gaps and economic 
growth (Percent) 

2003 2005 2006 

The two goals clash and narrowing of 
gaps should be priority 

 
34 

 
33 

 
30 

The two goals clash and economic 
growth should be priority 

30 26 21 

The goals do not clash at all 36 41 49 
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Comparison of the distribution among subgroups as against 
the average for the sample at large (Appendix Table 5) 
underscores a number of interesting points. By focusing on the 
first two responses (separating out those who deny the existence 
of a clash between the goals), it was found that the war 
influenced the sub-populations in opposing directions. Persons 
with high-income, those with academic education, haredim, and 
immigrants placed more emphasis on narrowing socio-economic 
gaps. The opposite was the case – less emphasis on narrowing 
gaps – in the groups of those with a low level of education, 
those with low income, and Arabs. Among immigrants and 
those of low income, the emphasis shifted to economic growth. 

In another finding, the public’s attitude toward giving 
National Insurance benefits to persons of high-income is clear 
and consistent. A question on this topic has been asked 
repeatedly in recent surveys. The public’s support of the status 
quo has been consistent in the surveys; at the most, a small 
cutback in the level of benefits for high-income persons is 
favored. 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 6. Should National Insurance benefits for 
high income population groups be reduced or 

eliminated?
Percent
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8. The Second War in Lebanon and Its Influence on 
the Public’s Attitudes 

The September 2006 survey reexamined the public’s views and 
added several questions to gain an understanding of the effect of 
the war on attitudes and, in particular, the attitudes of 
inhabitants of the North.7 (In several of the foregoing sections, 
the effect of the war on the public’s attitudes toward specific 
topics was already noted.) 

The September poll included three questions that were 
directly relevant to the inhabitants of the North and the war's 
effect on them. “Did you stay in your locality of residence 
during the war, or did you leave?”  Some 75 percent of 
Northern residents remained in their localities throughout the 
war. The responses were especially interesting in view of the 
common impression that most inhabitants of the North spent the 
war away from their homes living as refugees. Before discussing 
the findings in greater detail, and dividing respondents into sub-
groups, it should be noted that the summer is typically a time 
when families go on vacation. Obviously, too, schools were not 
in session throughout the war period. This undoubtedly had an 
effect on the number of people who remained in their localities. 
Normal vacation departures during this time of year can be 
estimated based on the number of people who left for several 
days or weeks in the area of the North that was outside the range 
of shelters and protected spaces. This was 5 percent (“I went 
away for a few days”) and 6.5 percent (“I went away for a few 
weeks”), respectively. 

Thus, in regard to the Northern population as a whole, it was 
found that 85 percent of men did not leave their places of 
residence at all and that 9 percent of men left for only a few 
days. If these percentages are reduced by the estimates of the 
                                                           
7 Among residents of the North, 38 percent lived in the “shelter zone,” 39 

percent in the “protected-space zone,” and 23 percent in the area outside 
rocket range (sampling error: 4 percent). 
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proportion of people who would normally leave for vacation, 
i.e., those who left the area outside rocket range, a very small 
percentage of men left the North. Among women, the 
corresponding rates were 66 percent and 13 percent, 
respectively. Differentiating by areas within the Northern 
region, 63 percent of inhabitants of the “shelter zone” and 79 
percent of the “protected-space zone” did not leave at all. The 
implication is that a significant majority of Northern inhabitants 
spent the entire war in their areas or, at the most, went away for 
only a few days.  

Among the population groups in the Northern region that 
were especially averse to leaving the area, the Arab population 
stood out (90 percent remained where they were), the 50-64 age 
group (97 percent), those with incomes slightly above average 
(81 percent) and the self-employed (82 percent). Significantly 
high rates of departure were found among those with far-above-
average income; more than 20 percent left for several weeks and 
another 9 percent left for the entire period. The findings 
reinforce the impression that those who stayed home did so 
because they had to: due to their work, having nowhere to go, 
and/or an inability to bear the cost of leaving. 

To examine the economic impact of the war, respondents 
were asked: “Did the recent war in the North (and in the 
South) harm your economic situation and that of your 
family?” Some 13 percent of the participants replied that the 
war had harmed them economically severely or very severely. 
Predictably, inhabitants of the North said that they experienced 
greater damage: 48 percent of inhabitants of the “shelter zone” 
and 28 percent of those in the “protected-space zone” reported 
severe adverse effects. Furthermore, Arabs expressed 
experiencing greater economic harm than Jews and the self-
employed suffered more than employees did. 

Respondents were also asked about the functioning of the 
social services during the war. The responses were distributed 
equally among those stating that the services functioned well or 
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adequately (41 percent) and those who said they did not function 
at all or functioned “not so well” (42 percent). Interestingly, in 
the North the percentage of those who said that social services 
did not function or functioned “not so well” was greater than the 
average mainly among inhabitants of the “shelter zone” (55 
percent). In the other two zones, the “protected-space zone” and 
the area outside rocket range, the percentage was below-average 
(36 percent and 30 percent, respectively). Finally, the Arab 
population was much more critical than the Jewish population of 
the functioning of social services in the North. More than 50 
percent of Arabs replied that the services did not function very 
well, as against 30 percent of Jews. 
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Appendix Table 1. Is your income sufficient to meet your 
basic needs?  

Percent 2001 2002 2003 2004 2005 2006 
       
By income       
High  –   suffices 
without difficulty 71 56 51 59 66 73

– High  barely suffices 5 20 7 12 6 4
Low  –  suffices 
without difficulty 8 8 9 8 6 7
Low  –  barely suffices  64 59 60 58 68 64
       
By education       
Academic  –  barely 
suffices 20 15 26 26 26 23
Academic  –  suffices 
without difficulty 37 34 28 30 31 34
Primary  –  barely 
suffices 47 43 48 58 68 54
Primary  –  suffices 
without difficulty 11 11 15 11 10 12
       
Selected groups       
Immigrants  –  barely 
suffices 48 46 36 50 49 32
Immigrants  suffices 
without difficulty 29 22 18 13 18 30
Haredim – barely 
suffices 32 38 42 33 43 45
Haredim – suffices 
without difficulty 8 11 21 17 13 12
Arabs – barely suffices 48 55 44 46 55 55
Arabs – suffices 
without difficulty 15 12 17 16 19 15
 

 



                                                                       Israel’s Social Services 2006 282  
 

Appendix Table 2. Expectations, by Income and Education  
(Do you expect your economic situation and that of your 
family to change in the coming year?) 
 

Percent 2004 2005 2006 
By income    
High income – worse off  9 8.5 7 
High income – better off 22 37 39 
Low income – worse off 22 24 24 
Low income – better off 43 26 26 
By education    
Academic – worse off 16 16 12 
Academic – better off 35 25 30 
Primary – worse off 21 26 18 
Primary – better off 48 18 26 
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Appendix Table 3: Concern about Becoming Unemployed  

Selected Groups 
Percent 

2001 2002 2003 2004 2005 2006 

By income       
High – strongly / very 
   strongly concerned 16 22 28 15 15 8
High – hardly / totally  
unconcerned 69 59 59 58 62 77
Low – strongly / very 
  strongly concerned  52 51 56 46 49 39
Low – hardly/ totally 

unconcerned 32 33 25 30 31 37
By education       
Academic – strongly / 
very strongly concerned  25 33 37 27 27 23
Academic – hardly / 
totally unconcerned  52 45 35 44 45 55
Low education level – 
strongly / very strongly 
concerned  43 44 42 49 51 37
Low education level –  
hardly / totally 
unconcerned  39 39 39 29 36 47
Selected groups       
Immigrants – strongly / 
very strongly concerned  46 54 42 39 45 26
Immigrants – hardly / 
totally unconcerned  41 31 33 40 27 36
Haredim – strongly / 
very strongly concerned  28 27 39 23 20 18
Haredim – hardly / totally 
unconcerned  43 50 36 48 52 54
Arabs – strongly / very 
strongly concerned  50 42 48 44 45 38
Arabs – hardly / totally 
unconcerned  33 39 27 32 36 51
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Appendix Table 4. Which of the following fields should the 
government place at the top of its priorities? 

Percent Income Education Selected groups 
July survey Lowest Highest Lowest Highest Arabs   Haredim Immigrants
Economic 
growth 

 
13 

 
26 

 
19 

 
17 

 
27 

 
15 

 
18 

Defense 30 24 27 31 16 24 54 
Unemployment 9 5 21 8 15 7 8 
Poverty and 
narrowing gaps 

 
46 

 
41 

 
31 

 
41 

 
40 

 
52 

 
19 

Other 2 4 3 4 3 2 2 
Sept. survey        
Economic 
growth 

 
13 

 
10 

 
13 

 
15 

 
14 

 
12 

 
13 

Defense 33 36 32 35 21 32 60 
Unemployment 8 8 10 7 19 4 6 
Poverty and 
narrowing gaps 

 
44 

 
41 

 
43 

 
38 

 
45 

 
51 

 
18 

Other 3 4 1 5 1 2 3 
* Arrived after 1989. 

Appendix Table 5. Policy that Aims to Narrow Social Gaps 
vs. Policy that Aims to Promote Economic Growth  

Percent Income Education Selected groups 
July survey Lowest Highest Lowest Highest Arabs Haredim Immigrants* 
Goals clash –   
narrowing gaps 
should be priority 

 
 

31 

 
 

24 

 
 

27 

 
 

27 

 
 

28 

 
 

27 

 
 

26 
Goals clash –  
economic growth 
should be priority  

 
 

26 

 
 

20 

 
 

28 

 
 

20 

 
 

33 

 
 

22 

 
 

26 

Sept. survey        
Goals clash –  
narrowing gaps 
should be priority  

 
 

30 

 
 

32 

 
 

26 

 
 

30 

 
 

23 

 
 

35 

 
 

29 
Goals clash –  
economic growth 
should be priority 

 
 

26 

 
 

23 

 
 

42 

 
 

15 

 
 

31 

 
 

19 

 
 

32 

* Arrived after 1989. 
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