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Foreword

It is with great pleasure that I present the Taub Center’s State of the Nation 
Report 2016. This year’s book contains twelve original papers written by the 
Center’s outstanding research team. The papers cover the gamut of subjects 
studied at the Center: macroeconomics and labor markets, social welfare, 
health, and education. Each of the four sections of the book begins with an 
introduction that presents an overview of the state of affairs and trends in 
the respective fields, written by the Taub Center’s policy program chair in 
that field. In addition, there is a fascinating op-ed in the education section 
dealing with equality of opportunities in education in Israel.

Producing this book is an “all hands on deck” exercise, and I want to thank 
each and every one of the Center’s staff for their efforts. Special thanks to 
the editorial dissemination staffs, and, of course, to the incredibly talented 
group of researchers without whom this would not have been possible. I 
would also like to take the opportunity to thank the research fellows in each 
of our policy programs for coming to the Center to listen to presentations, 
offer constructive criticism to the researchers and help us in forming the 
research questions that are so important to the welfare of the country. 
Finally, I want to thank all of the experts who agreed to serve as referees for 
the papers in this volume.

I hope that you enjoy reading the research in this book as much as I did, 
and that decision makers continue to learn from our research to the benefit 
of the citizens of Israel.

Prof. Avi Weiss
Executive Director, Taub Center for Social Policy Studies in Israel
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The Macro Picture of the 
Israeli Economy in 2016

Gilad Brand and Avi Weiss*

At the end of 2016, the macroeconomic picture for Israel is mixed. Although 
there has been a slowdown in economic growth in the past five years 
(see Spotlight), in the labor market, the situation looks good with signs of 
movement towards full employment. The data for the first quarter of the 
year may have raised some concern of a recession, but in the course of the 
year, the growth figures actually improved and the GDP is expected to grow 
by 3.5 percent1 — a somewhat lower rate than in the past but higher than the 
growth rate of the last two years. 

Following the trend of the last few years, the growth in aggregate demand 
has been supported by the rapid expansion of private consumption this year 
as well. This expansion was made possible by a relatively sharp rise in wages 
in the last two years, a rise in employment, and a reduction in the price of 
consumer credit. At the same time, the slowdown in exports continues, and 
despite a recovery in investment figures, this stems mainly from the activity of 
a single major company (Intel) and does not reflect the rest of the companies 
in the economy.2 In 2016 as in previous years, the main barrier to rapid growth 
of the economy was low productivity, which is expected to be negative this 
year according to initial estimates.3 Labor productivity in Israel is only 76 
percent of the OECD average and 64 percent of the G7 countries’ average. An 
even more disturbing figure is that Israel is not closing these gaps, and the 
growth of productivity in Israel remains slow relative to other developed 
countries (Regev and Brand, 2015; Bank of Israel, 2013). 

1 This is according to the Bank of Israel’s estimate in December 2016; the Central Bureau of 
Statistics’ estimate is 3.8 percent.

2 In the third quarter of 2016, there was a sharp increase in the imports of machines and 
other equipment, as a result of investments by Intel. These investments are expected to 
continue through 2017.

3 According to early estimates for the first three quarters of 2016, there was a 1.5 percent 
drop in labor productivity compared to the equivalent period last year. See the discussion 
in the chapter “Growth in the Israeli Economy” in this volume for possible causes for the 
slowdown in productivity growth over the last five years. 

* Gilad Brand, Researcher, Taub Center; PhD candidate, Department of Economics, Bar-Ilan 
University. Prof. Avi Weiss, Executive Director, Taub Center; Economics Department, Bar Ilan 
University. 
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In the labor market, there have been positive developments in the last 
year. Real wages rose in the first three quarters of the year by 2.3 percent 
(compared to the same period last year), after rising 3.1 percent the 
previous year. These wage increases are exceptional when compared with 
the very low wage rises of previous years. For example, between 2005 and 
2014, the average real wage rose at an average annual rate of 0.5 percent. 
This trend is not caused only from the resilience of the labor market but 
also from the drop in the ratio between consumer prices and producer 
prices (see Spotlight). 

In addition to the wage increase, there was also an expansion of the labor 
market, witnessed by a sustained rise in labor force participation rates along 
with a continued drop in unemployment. The increase in employment was 
accompanied this year by a rise in the average work hours per employee 
after several years of decline. There was also an increase in the share of job 
vacancies. This rise, along with the drop in unemployment, is indicative of a 
process of a tightening of the labor market (Figure 10 in the chapter “Growth 
in the Israeli Economy” in this volume).4 At the same time, there has been a 
slowdown in the growth of the work supply: the level of participation in the 
workforce among women rose moderately relative to previous years, and 
the participation of men remained almost unchanged (similar to previous 
years). A slowdown was also seen in the population growth of the main 
working ages (Figure 15, ibid), because of a change in the composition of 
ages in the economy — a trend expected to increase in coming years.5 Taken 
together, these are all indications that the labor force supply is approaching 
its limit.6 It is important to emphasize that the trend in recent years — a 
rise in employment along with a drop in unemployment (Figure 1) — is an 
exceptional phenomenon considering the moderate growth rate of the GDP,  

4 Labor market tightness is defined as an increase in the ratio between the rate of available 
jobs and the employment rate, with a high ratio indicating the difficulty of employers to fill 
available jobs.  Signs of this trend were also found in the Bank of Israel Companies Survey, 
where companies reported a certain rise in the intensity of the shortage of professional 
employees in the last two years, especially in the construction, hotel, transportation and 
communications industries.

5 It is a reflection of a demographic process arising from the aging of the population. The 
reason for the strengthening of the trend in the coming years is that the cohorts born in the 
1950s are large compared to the other cohorts of working age.

6 The low employment rate in the Arab Israeli and Haredi sectors provides significant 
potential sources for additional employment. However, since education levels in these 
populations are relatively low or are irrelevant to the labor market, their potential 
contribution to growth is limited, unless it also is accompanied by a change in educational 
patterns.  
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and arises from the change in the composition of demands in the economy: 
a transfer from exports, based on high productivity industries, to private 
consumption, based on labor-intensive industries characterized by low 
productivity.7

Figure 1. Labor force participation and unemployment rates
Data for 2015 and 2016 are from the third-quarter average

Source: Gilad Brand and Avi Weiss, Taub Center.  
Data: Bank of Israel website. 

The slow recovery in the global environment is hindering the economy’s 
return to more rapid growth patterns. The Israeli economy is small and open 
and therefore is significantly impacted by global growth and especially by 
the volume of global trade, which influences demand for Israeli exports. 
A long-term view suggests that the problems in the economy are not 
cyclical and temporary, but arise from structural challenges. Analysis of 
the growth of per capita product shows that growth in recent years has 
relied on the sharp and continuous rise in the employment rate, but at the 
same time there was a certain drop in investments in capital reserves and 

7 A discussion and evidence to that effect are presented in the Bank of Israel Annual Report 
2015 (Chapter 2, p. 43). The early figures for 2016 indicate a continuation of the trend.
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a slowdown in the growth rate of human capital reserves. The expansion 
of employment is a welcome trend, but the employment rate cannot rise 
endlessly and, therefore, should be viewed as only a temporary trend. The 
decline in the share of the population of the main work ages, along with the 
rise in the weight of populations characterized by low employment rates 
and low education levels or levels that are irrelevant to the labor force, could 
slow down future growth. Therefore, looking ahead, new channels will be 
required to support economic growth.

The slowdown in investments in most branches of the economy is surprising 
considering the low interest environment and the relatively reasonable 
condition of the economy. The danger is a drop in future potential growth. 
As for investment in infrastructures, the last years have been characterized 
by general growth, especially in transportation and energy, along with a 
continued drop in investments in communication infrastructures (Figure 2). 
The total investment in infrastructures in the economy as a percent of GDP 
is not high relative to the past (Figure 3), and in certain areas — particularly 
public transportation — the level of infrastructures is still lower than the 
level in most developed countries (Bank of Israel, 2015).

Figure 2. Investment in infrastructure as a percent of GDP

Investment in infrastructure includes investment in sea and air as well as land transportation, 
communication, elecgtricity, and water. The series update was done with the assistance of the Central 
Bureau of Statistics. The light portion of the line figure indicates the update to the series.

Source: Gilad Brand and Avi Weiss, Taub Center.  
Data: Bank of Israel; Central Bureau of Statistics.
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Figure 3. Investment in infrastructure by branch
Index year: 2002=100

Source: Gilad Brand and Avi Weiss, Taub Center.  
Data: Central Bureau of Statistics.

Another important possible growth engine is improvement in the 
business climate. Every year, the World Bank publishes its Doing Business 
report, which rates countries by the level of difficulty of doing business in 
them. Israel is rated in the low 52nd place on this index (indicating a high 
level of difficulty) and almost all the other OECD countries have a higher 
rating (Figure 4). The low rating reflects the need to streamline bureaucratic 
processes, especially in the areas of real estate, foreign trade, property 
registration, and tax payment. In these areas, Israel is ranked at the bottom 
of the countries in the world and will require a dramatic change to help 
support a more rapid growth of the economy.
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Figure 4. Difficulty of doing business, 2016
World Bank Doing Business Index

Source: Gilad Brand and Avi Weiss, Taub Center.  
Data: World Bank, Doing Business Index.
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In conclusion, and looking ahead, Israel’s demographic changes require 
investment in physical and human infrastructures, including among 
populations growing at a rapid pace. An increase in competition in the local 
business environment, streamlining bureaucratic processes, and lifting 
import barriers, would also help the economy’s growth in the long term. 
The positive growth of the economy and the current good condition of the 
labor market are relatively fertile ground for policy makers to deal with the 
demographic and structural challenges facing the economy. The sooner 
policies based on a long-term view are implemented, the easier it will be 
to guarantee balanced growth in the future and optimal utilization of the 
economy’s potential. 

Spotlight: The rise in real wages
In the last two years, there has been an acceleration in the 
growth of the average real wage, after years of slow growth 
(Spotlight Figure 1). The rise in real wages is surprising 
considering the low growth rate of labor productivity 
during that time, and considering the rise in employment 
rates among employees with low earning potential. What 
then are the causes of the rise in real wages?

Research literature and experience over time indicate 
that growth in real wages — the change in wages after 
accounting for changes in consumer prices — is closely 
associated with the growth of productivity. This hypothesis 
is based on the recognition that in a competitive market 
with a limited supply of labor, one can expect workers’ 
wage level to reflect their marginal productivity. 8 Another 
factor that impacts the development of real wages is the 
ratio between GDP prices (the prices of the products 
and services produced in the economy) and the market 
price of consumer products.9 This ratio expresses the 

8 The productivity rate does not represent marginal productivity 
but rather average productivity. Based on neoclassical economic 
models, production in the economy can be represented by a Cobb-
Douglas function, which maintains a permanent ratio between 
marginal productivity and average productivity (labor productivity). 
Corroboration of this assumption can be found, for instance, in Kaldor 
(1961).

9 These assumptions are enshrined in the neoclassical models of the 
labor market (see, for instance, Blanchard and Katz, 1997).
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differences between the value of labor productivity from 
the production perspective and its value in terms of the 
typical household’s consumer basket. Since the employer 
and employee face different price systems, the question 
“by how much did wages rise?” is one of perspective. 
The real wage, which reflects the compensation from 
the employee’s point of view, depends on the change 
in consumer prices, whereas the value of wages from 
the employer’s point of view is reflected by the prices 
of the products and services produced in the economy, 
measured by the GDP price index. For many decades, the 
ratio between production prices and consumer prices 
remained almost unchanged, but in the last decade the 
two indices developed differently and the difference 
between them largely dictated the development of real 
wages. 

Figure 1. Annual growth rate of real wages
Real wage per employee post, 12-month moving average

Source: Gilad Brand and Avi Weiss, Taub Center. Data: Bank of Israel website.

The rapid rise of consumer prices relative to production 
prices between 2009 and 2012 led to a slowdown in the 
growth of real wages during that period (Figures 2 and 3).10

10 Brand (2016) presents evidence that the increase in housing prices, 
and to a certain extent the increase in food prices as well, contributed 
to the rise in the ratio between consumer prices and production 
prices.
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Since the last quarter of 2014, the trend changed 
direction and consumer prices dropped relative to 
production prices. As a result, the real wage accelerated 
the pace of its growth. On the other hand, wages from the 
employer’s perspective rose at a rapid pace in those years 
(2009 to 2012), but have been stagnant since then.

Figure 2. CPI and business sector GDP deflator
Quarterly data, four-month moving average

Source: Gilad Brand and Avi Weiss, Taub Center. Data: Bank of Israel website

Figure 3. Wages and labor costs
Real wages from the perspective of employee and employer

Real wages deflated by CPI. 
Source: Gilad Brand and Avi Weiss, Taub Center. Data: Bank of Israel website.
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This means that the current wage increase results 
mainly from a reduction in consumer prices relative 
to production prices, while wages from the employer 
perspective remained almost unchanged. That is, there 
has been a rise in the average worker’s productivity 
value without a corresponding increase in the quantity 
produced (per worker). This explanation can settle the 
contradiction between the slow growth of productivity 
and the current increase in real wages. Evidence is also 
shown in Spotlight Figure 4, with a short-term look at the 
annual growth rate of worker productivity relative to the 
annual growth rate of real wages and production costs.11 
The comparison shows the following: (1) The relationship 
(short-term) between employee wage payments and 
productivity remains relatively tight throughout the 
period; (2) Current wage increases are a result of a 
reduction in consumer prices relative to production prices 
rather than an improvement in worker productivity, 
which has been growing slowly in recent years. 

Figure 4. Short-term relationship between wages 
and productivity
Annual growth rate of average wage per post deflated by CPI, 
GDP deflator and productivity per worker* 

* Business sector, four-quarter moving average.  
Source: Gilad Brand and Avi Weiss, Taub Ceter. Data: Bank of Israel website.

11 Worker productivity is calculated as the total business sector product 
divided by the number of jobs (in the business sector). One of the 
drawbacks of this calculation is that it does not take into account workers 
who are not salaried employees. However, this approximation is accepted 
and has appeared elsewhere (this issue is addressed in Brand, 2016).
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The expansion of the labor market

The rise in the employment rate has led employees with 
low earning potential to join the labor market, and this 
may have slowed the growth rates both of productivity 
and of the average wage. Evidence of this can be found 
in Spotlight Figure 5, which presents the distribution of 
wages in 2000-2001 compared to 2010-2011.12 The figure 
shows an increase in the medium-low stratum of the 
wage distribution. The entry of new workers into the low 
stratum of the labor market slows down the rate of wage 
improvement and productivity, but on the other hand 
increases average household income and facilitates an 
increase in private consumption. 

Figure 5. Distribution of average wage per post 
in selected years
Kernel density estimation

Source: Gilad Brand and Avi Weiss, Taub Center. 
Data: Central Bureau of Statistics, Income Survey.

   Spotlight Figure 6 presents a comparison between 
average wage, average income per capita and average 
consumption per capita. It is evident that in the years in 
which there was an expansion of the labor market, per 

12 After that year there were changes in the income survey that make 
it impossible to compare it to later years. The comparison was made 
with the years 2000-2001 because in these years the average wage for a 
salaried position peaked and afterwords the pace of its growth slowed.
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capita income increased at a higher rate than the increase 
in the average wage. Furthermore, per capita income and 
private consumption continued to grow at a similar rate 
throughout the entire period. This leads to the conclusion 
that the rise in employment may indeed reflect a slowdown 
in the growth rate of the average wage, and possibly also 
in the productivity growth rate. Nevertheless, it served 
to increase disposable household income and supported 
an increase in private consumption. In recent years, 
the increase in consumption was also a dominant factor 
in GDP growth. However, the continuing trend of wage 
increase also depends on the improvement of labor 
productivity, which, as noted, has slowed in recent years.

Figure 6. Average wage, average income per 
capita and average consumption per capita

Real average wage per job post. Total wage payments and total private 
consumption.| 
Source: Gilad Brand and Avi Weiss, Taub Center. 
Data: Bank of Israel website.
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Growth in the Israeli Economy
Gilad Brand*

Abstract

Growth in GDP per capita in Israel has declined in recent years, and this 
chapter attempts to ascertain whether this slowdown reflects a change in the 
economy’s long-term growth potential or is due to cyclical and temporary 
factors. To this end, the chapter analyzes the changes that have occurred 
in the supply factors that, to a large extent, determine the growth rate of 
the potential GDP. Sources of growth were identified via disaggregation 
into the production and productivity factors (growth accounting). The 
analysis reveals that per capita growth in recent years has rested mainly 
on expansion of the labor market and less on growth in human capital, and 
was accompanied by a decline in total factor productivity (TFP). The rise 
in employment rates stemmed largely from a rise in participation among 
population groups that tend not to participate in the labor market, and the 
sharp increase in the number of public service jobs helped to absorb the rise 
in the number of those employed in the economy. However, the higher the 
employment rate rises and the lower the share of those of primary working 
age (25-54), the more the future growth potential based on an increase in 
labor inputs shrinks. With regard to human capital, the expansion in the 
share of highly educated workers is nearing exhaustion, and estimates 
presented in this chapter show a decline in the contribution of human capital 
to growth over the past decade. Furthermore, the increase in human capital 
is expected to continue to slow in the wake of the demographic changes. 
The conclusion arising from these findings is that the economy will find it 
difficult to continue to grow at a rate similar to the past; and that without 
a recovery in the global economy or structural reforms that encourage 
growth, it is reasonable to expect slow growth in the coming years. In order 
to change this trend, the chapter points to possible steps to encourage 
sustainable growth: professional and technological training for low-skilled 
workers, improved competition in the local business environment and 
investments in infrastructure.

*Gilad Brand, Researcher, Taub Center; PhD candidate, Department of Economics, Bar-Ilan 
University. Thanks to Prof. Yaakov Rosenberg and Dr. Avichai Snir for their comments and 
clarifications. Additional thanks to Prof. Avi Weiss and Prof. Claude Berrebi for their helpful 
advice and assistance throughout the progress of this research.
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1. Background

Growth
GDP per capita is the accepted measure for examining the standard of 
living in a country, both when monitoring progress over time and when 
comparing to other countries. Although this measure is rather general and 
simplistic, it reflects not only the economic activity of the economy, but also 
directly attests to changes in the socioeconomic condition of households. 
In 2016, GDP in Israel is expected to grow by 3.5 percent, a rate that reveals 
per capita growth of about 1.5 percent. Although this rate is a surprising 
improvement relative to the past two years, projections for 2017 and 2018 
indicate continued slow annual growth of about 1.1 to 1.2 percent in per 
capita GDP.1 A sharper decline in the growth of labor productivity was 
recorded and productivity levels have remained similar to those recorded at 
the beginning of the decade (Figure 1).

Figure 1. Annual growth rate of GDP per capita and labor 
productivity

* Labor productivity in 2016 relates to the first half of 2016 relative to the first half of 2015. ** The estimates for 
2016 and the forecasts for 2017 and 2018 have been updated to those of the Bank of Israel from December 2016.

Source: Gilad Brand, Taub Center. Data: Bank of Israel website. 

1 According to forecasts of the Bank of Israel from December 2016, growth rates of 3.1 and 
3.2 percent in the GDP are expected in 2017 and 2018 respectively. These rates represent 
growth of 1.1 and 1.2 percent in GDP per capita.
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Figures 2a and 2b show GDP per capita in Israel in comparison to the rest 
of the OECD countries for the years 1995 and 2015 with GDP in the United 
States serving as the basis for the comparison. In 2015, GDP per capita in 
Israel (in terms of purchasing power parity) stood at about 61 percent of 
GDP per capita in the United States, close to its share two decades ago. This 
puts Israel in 22nd place out of the 33 OECD countries. Although the ranking 
has remained relatively stable over the years, the gap between Israel and the 
countries ranked beneath it has narrowed significantly. 

Figure 3 shows the average annual growth rate of GDP per capita in 
Israel between 2012 and 2016 relative to the rest of the OECD countries. GDP 
per capita in Israel grew at an annual average rate of 1.1 percent, slower 
than most OECD countries, in particular those now ranked beneath it. This 
slowdown raises concern that a permanent decline has occurred in the 
economy’s long-term growth potential, and, as a result, GDP per capita 
and the standard of living in Israel may fall even further behind more 
developed countries. Despite the relatively low growth, the labor market 
in Israel continued to expand as participation rates continued to rise and 
unemployment rates declined. Although the expansion of the labor market 
reflects a positive trend, employment rates cannot rise indefinitely, and 
the higher they go, the less potential there is for continued growth based 
on an increase in labor inputs. Therefore, looking forward, it is also vital 
to examine the development of the other drivers of growth. A permanent 
decline in potential growth means a slowdown in the improvement in the 
standard of living, which would have serious consequences with regard to 
narrowing gaps between Israel and other developed countries.2

2 Geva and Drucker (2013) find a systemic break in economic growth in 1973 and 1991. The 
slowdown in growth of the past five years raises concerns of another such systemic break, 
that is, a change in the direction of economic growth.
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Figure 2a. GDP per capita in OECD countries as a percentage of 
GDP per capita in the US, 1995
In PPP terms

Source: Gilad Brand, Taub Center.  
Data: IMF, World Economic Outlook Database.
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Figure 2b. GDP per capita in OECD countries as a percentage of 
GDP per capita in the US, 2015
In PPP terms

Source: Gilad Brand, Taub Center.  
Data: IMF, World Economic Outlook Database.

Israel
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Figure 3. Average annual growth rate of GDP per capita in OECD 
countries, 2012-2016

Early estimates for 2016. 

Source: Gilad Brand, Taub Center.  
Data: IMF, World Economic Outlook Database.
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Growth accounting

The prevailing approach to examining the long-term potential for growth 
is based on disaggregating the growth components into production factors 
and productivity (growth accounting). This approach makes it possible to 
examine the long-term trends of each production factor and to extract an 
estimate of the total factor productivity (TFP).3 The methodology rests on 
Solow’s (1956) classic model, and it is a cornerstone of analyzing the sources 
of growth in more recent studies as well. Basic growth accounting includes 
among the production factors the simple sum of the total work hours in the 
economy based on the assumption that all workers are identical.  In order to 
provide a more accurate estimate of changes in labor inputs, it is customary 
to combine them with estimates relating to human capital. One of the 
accepted ways of measuring the stock of human capital in the economy is 
to derive it from the average years of schooling rates, an approach that was 
recently presented in Argov (2016).

Another customary approach is to weight labor inputs by the potential 
wage derived from observed characteristics of workers, in combination 
with estimates of the returns on those characteristics. The advantage of this 
approach is the possibility of taking into account additional characteristics 
that influence the stock of human capital, such as years of experience. This 
approach rests on a relatively long-established methodology (Jorgenson 
and Griliches, 1967). An updated version was implemented in Zussman and 
Friedman (2008), who presented estimates of the quality of the labor force 
from 1987 to 2005. This chapter implements the methodology presented in 
Zussman and Friedman, updating the estimates presented in their research 
to 2015. This makes it possible to estimate the corrected labor inputs for 
quality of workers (a combination of experience, education and several 
other factors to be detailed), and to more accurately calculate the economy’s 
sources of growth. Distinguishing between various trends of the production 
factors, as opposed to examining the growth trend in the economy as a 
whole, makes it possible to examine more closely the entirety of the changes 
undergone by the economy for the purpose of long-term planning.  

3 According to one definition, potential GDP is the maximum output that can be achieved 
without inflationary pressures. 
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2. Methodology

In the standard framework of growth accounting, it is assumed the per 
capita GDP y in year t is produced with the use of labor inputs (hours) l, by 
means of the stock of physical capital k and stock of human capital hc. The 
function is defined as follows:

(1) 

where A is constant and  represents the part of capital in GDP (which is 
one-third, according to the accepted assumption). Basic growth accounting 
assumes that all workers are identical, and the labor component (l) represents 
the sum of all the work hours in the economy. The methodological framework 
presented here broadens the picture and includes an additional component 
that represents human capital (hc) as a multiplier of labor inputs, and thus 
makes it possible to give expression not only to the change in work hours, 
but also to changes in the quality of workers.4

In the next stage, each component’s contribution to growth is calculated 
by a multiplication of the change in each variable by its coefficient. This 
framework allows us to extract the total factor productivity as the residual 
from the first equation, using the data on GDP per capita, stock of physical 
capital, human capital, and work hours:

(2) 

Data regarding GDP, work hours and physical capital are published 
frequently as part of the national accounting5 but when human capital is 
brought into the analysis an estimate of the quality of the labor force is 
required as well. The measurement method used in this study estimates 
changes in the human capital stock by weighting work hours using 
estimates of the expected hourly wages derived from workers observable 
characteristics as weights. The advantage of this approach lies in taking into 
consideration not only workers’ formal education, but all of the workers’ 

4 This definition of production in the economy was applied in Hall and Jones (1999), the 
OECD used a similar version (Johansson et al., 2012), and it was used more recently by Argov 
(2016). On the other hand, some researchers have adopted the approach that was applied in 
Mankiw, Romer and Weil (1992), according to which the stock of human capital is brought in 
as a third input: , where α equals one-third. This approach appeared recently 
in Aviram and Brezis (2016).

5 Data are available in the statistical appendix to the Bank of Israel’s annual report.
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observed characteristics combined with estimates for the return on those 
characteristics, relying on the assumption that workers are paid their 
marginal product. The methodology and the way it is implemented in the 
analysis are presented at length in the Appendix to this chapter.

3. Disaggregating the growth components

As noted, growth in GDP per capita can be decomposed into several 
components. Figure 4 shows the relative share of each component in the 
last decade. The calculation reveals that about 27 percent stems from an 
increase in the stock of capital per worker, 12 percent from an improvement 
in the quality of the labor force, 34 percent from the rise in the total work 
hours in the economy (labor inputs), and the rest, 27 percent, from the 
rise in TFP rates. Since the analysis refers to growth in per capita GDP, the 
labor component can be expected to contribute to growth only if the total 
work hours in the economy grew at a higher rate than the population; this 
can stem from a rise in the employment rate or an increase in the average 
work hours. Over the course of the period, the employment rate rose by 5 
percentage points, and per capita work hours rose cumulatively by about 8 
percent. The conclusion is that the rise in labor inputs was a primary engine 
of growth in the past decade.

Figure 4. Contribution of production factors to GDP per capita 
growth, 2006-2015

Source: Gilad Brand, Taub Center. 
Data: Bank of Israel; Central 
Bureau of Statistics, Income, 
Expenditure and Labor  
Force Survey.
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Development of growth components over time

To provide a broader picture, in this section we examine how the growth 
components developed between 1996 and 2015. To determine this, we 
calculated the contribution of various components to total growth each 
year, for a period of four years (similar to a moving average).6 The results 
are shown in Figure 5; the far left panel shows the growth rate of GDP per 
capita. The other panels show the growth rate of the growth components 
(from left to right, top to bottom): labor inputs, human capital, labor inputs 
adjusted for human capital, stock of physical capital, and TFP. The slowdown 
in growth is apparent in this figure, too; as noted previously, in the past four 
years per capita GDP grew at a rate of about 1.1 percent a year. Nonetheless, 
the direction of growth remained positive, largely due to a continuous 
increase in labor inputs (part- and full-time employment). In the past four 
years, this factor contributed about one-half of a percentage point a year to 
growth — about half of the total growth. The increase in the stock of physical 
capital constituted a significant source of growth in the late 1990s, but its 
contribution declined during the course of the 2000s, although in recent 
years a certain recovery trend is apparent. The contribution of human 
capital to growth is trending downward, as Argov (2016) also found.

6 Analyses of the growth accounting type are usually conducted over periods of about 
a decade (OECD, 2012). The reason for this is that an examination of short periods is 
accompanied by high volatility, making it difficult to draw any conclusions regarding trends. 
Since the changes that have occurred after 2012 are at the focus of interest in this chapter, a 
four-year period of comparison was chosen.
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Figure 5. Contribution of production factors and productivity to 
GDP per capita growth
In percentage points, four-year moving average
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Figure 5. (continued) Contribution of production factors and 
productivity to GDP per capita growth
In percentage points, four-year moving average

Source: Gilad Brand, Taub Center.  
Data: Bank of Israel and Central Bureau of Statistics, Income, Expenditure and Labor Force Surveys. 

In recent years, the contribution of TFP has been at a negative rate, and the 
question arises as to the meaning of this finding. This may be related to the 
economy’s location in the business cycle, which influences TFP in the short 
term because producers do not fully adjust production factors with demand, 
but change their rate of utilization (Bank of Israel, 2008). For example, a 
continuing decline was recorded in TFP during the severe recession years 
of the early 2000s, and a rapid rise in the boom during the recovery years. 
It is, therefore, reasonable to assume that the decline in productivity in 
recent years expresses mainly a dip in the business cycle, stemming from 
the recessionary global environment.7 Likewise, TFP is negatively correlated 
with the employment rate; when demand for workers rises and less-skilled 
workers join the economy, production efficiency drops. Thus, the decline in 

7 The Bank of Israel Report (2016) found evidence of this, which shows that companies 
in high technology sectors do not reduce the number of workers, but, rather, reduce the 
number of hours per job. According to the authors, the preference for decreasing hours 
stems from, among other things, a desire to preserve the human capital due to the costs 
entailed in recruiting it anew. Likewise, according to the Bank of Israel’s yearly report for 
2015, the production gap was at a negative rate in the years 2014 to 2016.
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productivity in recent years may also stem from the expansion of the labor 
market.

We now move to analyzing the trends for each of the various production 
factors separately.

Physical capital

Figure 6 shows the developments with regard to the capital stock in the 
business sector in recent decades. For many years, the capital stock per work 
hour (derived by dividing the total physical capital stock by the number of 
work hours) remained almost unchanged, until there was an appreciable 
rise in the second half of the 1990s. During the 2000s, a decline ensued, and 
the rising trend was only renewed toward the end of the past decade. From 
2014 to 2015, the capital stock per worker grew, but there is a noticeable 
slowdown in its growth rate.

Growth in investments in the economy’s various sectors is vital for the 
Israeli economy to enjoy balanced growth, which is not based solely on a 
continual rise in the supply of low-paid and low-skilled workers. Nonetheless, 
these developments are dependent on each other, and given that labor is 
a substitute for capital,8 there is reason to assume that the increase in the 
supply of low-paid workers lowers the incentive for employers to invest in 
capital and advanced technologies.9

8 The analysis presented in this study uses the Cobb-Douglas production function which 
relies on the assumption that labor and capital are complements and not substitutes. 
However, it is more likely that in some cases physical capital and technology are 
supplementary factors of production to the workers’ skills.

9 While the stock of capital is endogenous in the short term, it is customary to assume that 
in an economy that is open to capital movements, the stock of capital per worker is constant 
in the long run and not dependent on the other components’ levels.
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Figure 6. Net capital stock per hour worked
In the business sector, Index year: 100=1975

Source: Gilad Brand, Taub Center.  

Data: Statistical appendix of the Bank of Israel Annual Report 2015.

Human capital

Estimating the changes in the human capital stock was the main challenge in 
this analysis. The methodology implemented in this chapter is that used by 
Zussman and Friedman (2008), and it is presented in detail in the Appendix 
to this chapter.10 The approach rests on a broad definition of human capital, 
according to which the quality of the labor force is estimated not only 
by the workers’ formal education, but by weighting all of the observed 
characteristics such as potential experience and family status, in combination 
with estimates of the return on those characteristics. Figure 7 shows the 
annual rate of improvement in the quality of the labor force (trend data) 

10 The changes made in the Income Survey starting in 2012 constituted a major challenge. 
The change in the survey sample in 2012 makes it impossible to derive an estimate for that 
year; furthermore, a break in the series was found also between the years 2012 and 2013. For 
2013, the authors used data from the Labor Force Survey to overcome the break. Using the 
coefficients for the income data, the missing data were imputed from the observations in 
the Labor Force Survey. For the purpose of growth accounting, we assumed that the missing 
estimate for 2012 is approximately equal to the average of the trend data in the years 2010 to 
2014. The trend data were calculated using an hp filter, where λ=6.25. 
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according to this method. The data show that the aggregate human capital 
saw a sharp decline during the years of immigration from countries of the 
former Soviet Union, but recovered quickly when the immigrants adapted 
their human capital to the economy.11 In recent years the stock of human 
capital has been rising at an average rate of 0.3 percentage points per year.

Figure 7. Rate of growth of human capital in Israel
Trends, in percentage points

* Data for 1988 to 1995 (dark blue line) are based on estimates of Zussman and Friedman (2008). Due to 
changes made in the Central Bureau of Statistics’ surveys in 2012, it is not possible to derive an estimate 
for that year. See this chapter’s online appendix for more on the methodology of the calculations.

Source: Gilad Brand, Taub Center.  
Data: Central Bureau of Statistics, Labor Force Survey, Income and Expenditure Surveys.

The quality of the labor force is negatively correlated with the business 
cycle; in boom times, the demand for workers rises and, consequently, less-
skilled workers join the economy and bring down the average quality of 
the labor force. In the course of the early 2000s, for example, there was an 
improvement in the quality of the labor force, among other things because 

11 Human capital’s contribution to growth in the late 1990s is largely attributable to the 
development of knowledge-intensive industries in that period. For example, Friedman (2013) 
shows that the rise in productivity and pay in the information technology sectors in the 
second half of the 1990s improved the quality of the labor force in these sectors.
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unskilled workers experienced higher rates of unemployment relative to 
skilled workers. Similarly, the slowdown in the rate of improvement in the 
quality of the labor force in recent years also stems from the expansion of 
the labor market.

The analysis reveals that the continuing improvement in the quality of 
the labor force from the mid-1990s until about 2009 stems primarily from 
a rise in education rates (Figure 8).12,13 This rise improved the quality of the 
labor force without lowering the return on education (Figure 9).14 Similarly, 
the moderation in the rate of improvement in the quality of the labor force 
stems mainly from a slowdown in the expansion of education. The rate of 
those enrolling in institutions of higher education stabilized about a decade 
ago at almost 50 percent, similar to the rate of matriculation eligibility (Bank 
of Israel, 2012). Therefore, looking forward, the expansion of education seems 
to have neared its limit. In addition, the increase in the relative share of Arab 
Israeli and Haredi (ultra-Orthodox) populations, whose education levels are 
relatively low, also casts a shadow over the potential for improvement in the 
quality of the labor force.15 Argov (2016) finds that the expected increase in 
the relative weight of the Haredi population, together with their educational 
patterns, can be expected to decrease the aggregate human capital in the 
economy in the coming years. Nonetheless, in the long term, changes in the 
education patterns among these populations harbor potential for growth.

12 Bergman and Marom (2005) find that the rise in human capital between 1970 and 1999 
contributed about 45 percent of GDP growth.

13 The rate of the highly educated was calculated using weights for work hours. A highly 
educated worker was defined as someone with 15 years of study who reported that his/ her 
last learning institution was an academic one. The calibration for immigrants was performed 
on the basis of the calculation presented in Argov (2016, p. 39), according to which the 
education of immigrants with more than 12 years of study in the year of migration was 
calculated as equal to the education of long-term residents with 3 fewer years of study, but 
over the first ten years in Israel the education calculation for immigrants was gradually 
adjusted to include all years of study.

14 Bar-Haim, Blank and Shavit (2013) found evidence of a decline in returns on education 
during the 2000s. Zussman, Furman, Caplan, and Romanov (2009) found that the returns 
on education among college graduates is low in comparison to university graduates, and, 
therefore, the expansion of education in the course of the 1990s may not have led to as high a 
rise in the quality of the human capital as in the past.

15 Melzer (2013) finds that the returns on education among Arab Israeli men is low 
compared to Jewish men. Gera (2005) shows that the chances of educated Arab Israelis being 
employed in an occupation commensurate with their education are low relative to Jews.
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In conclusion, the human capital component was a significant driver of 
growth in the past, but in recent years its contribution has declined. It is 
apparent that the expansion of education is nearing its limits, and so there 
seems little prospect for a rise in the contribution of education to growth.

Figure 8. Share of educated workers in the labor force

Following Argov (2016), immigrants’ education level was adjusted downward at their arrival in Israel 
and gradually raised after acclimation in the local labor market. The calibration makes it possible to give 
expression to the process of adaption of the immigrants’ human capital to the local market.

Due to changes made in the Labor Force Survey, there is a break in the series in 2012. The data are 
adjusted to the levels after the break.

Source: Gilad Brand, Taub Center.  
Data: Central Bureau of Statistics, Labor Force Surveys.
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Figure 9. Returns on education
Wage gap between college graduates and high school graduates

The wage gap per hour controlled for the individual’s observed characteristics.16

Source: Gilad Brand, Taub Center. Data: Central Bureau of Statistics, Income and Expenditure Surveys.

Labor inputs

The labor market exhibits surprising strength in view of the slowdown 
in the economy’s growth. In recent years, the employment rate has risen 
appreciably, and the unemployment rate is relatively low. As noted previously, 
the labor market is tightly linked to the state of the economy: in times of 
expansion, the demand for workers rises, seen in an increase in the number 
of job vacancies and a decline in the unemployment rate; in contractionary 
times, the number of job vacancies decreases and the unemployment rate 
rises. It is customary to examine the state of the labor market in the business 
cycle by using the Beveridge curve, which shows the unemployment rate 
versus the job vacancy rate (Figure 10).17 The observations in the figure mark 

16 The premium was calculated by means of a standard Mincer equation, in which the log wage 
per hour is explained by means of the variables gender, family status, a squared polynomial of 
the years of tenure, a dummy variable for immigrants, and an interaction term between the 
dummy variable for immigrants and years of tenure. The premium shown is the coefficient of a 
dummy variable for the highly educated. The regression is calculated for each year separately. 
Changes made in the survey in the years after 2011 resulted in several breaks and inconsistency 
in the estimation results, therefore, the results are shown only until 2012. 

17 The Beveridge curve also serves to examine the frictions in the labor market (Bank of 
Israel, 2012, p. 197).
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points in time, and movement of the curve in the direction of the figure’s 
upper left corner reflects a peak in the business cycle (a low unemployment 
rate and a high job vacancy rate). In contrast, movement toward the lower 
right is an indication of a downturn (a high unemployment rate and low job 
vacancy rate). The movement of the Beveridge curve in recent years points 
to a peak in the labor market.

Figure 10. Unemployment rate and job vacancy rate
Beveridge curve: unemployment rate among ages 64-25 and job vacancy rate, 
seasonally adjusted quarterly data 

Source: Gilad Brand, Taub Center. Data: Bank of Israel website (latest data: September, 2016).
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As discussed previously, the rise in employment was the main growth 
driver in the past decade, contributing about half of the growth in per capita 
GDP in the last four years. In order to more fully understand the source of 
the upsurge in the labor market, we will examine the trends in the labor 
market according to several variables: workers’ gender and sector, number 
of work hours, distribution of workers between the various industry and 
population sectors (public versus private), and the share of the working age 
population in the general population. 

Figure 11 presents employment rate by gender, showing that a rise in 
employment was recorded among both men and women.

Figure 11. Employment rate among men, women and total 

Source: Gilad Brand, Taub Center.  
Data: Bank of Israel website.

The expansion of employment covered all segments of the population. 
Figure 12 shows the average per capita number of work hours (total hours 
worked in the economy divided by the number of working age individuals) 
in various population groups. The figure indicates a rise in the number of 
work hours among all population groups.
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Figure 12. Average weekly work hours for working age 
population (15+)
Total weekly work hours divided by the number of working age individuals 

Due to changes made in the Labor Force Survey, there is a break in the series in 2012. The data are 
adjusted to the levels after the break.  
Source: Gilad Brand, Taub Center.  
Data: Central Bureau of Statistics, Labor Force Surveys.
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A simulation was conducted to calculate the effect of changes in the 
population’s composition on employment in the economy. Since employment 
rates in the Arab Israeli population are low relative to the overall population, 
the increase in this group’s share of the population was liable to lead to a 
decline in the employment rate. However, the results indicate that the rise 
in the extent of employment in the Arab Israeli population in recent years 
not only cancels out the effect of this population’s increasing weight on labor 
input in the economy, but even surpasses it (for details, see the Appendix to 
this chapter).

Given the rise in participation rates alongside a decline in unemployment 
rates, it is interesting to examine which of the economy’s sectors increased 
their demand for workers. The answer appears in Figure 13, which shows the 
distribution of employment among the economy’s sectors for 2013 and the 
distribution of the increase in employment for the years 2013 to 2015.18 The 
comparison reveals that the sectors of education, healthcare and welfare 
absorbed about 42 percent of the rise in employment, although their share 
of employment stood at only 19 percent. Altogether, during the years 2012 
to 2015, the public sector absorbed about half of the increase in employment, 
while its share of employment was slightly above one-third. This implies 
that the increase in demand for workers in public services largely helped to 
absorb the growth in supply. 

18 The transition to the new classification of the economy’s sectors makes any comparison 
to earlier years difficult.
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Figure 13. Distribution of employees and increase in number of 
employed persons in various economic sectors
Percent

*Data for public services are for 2012-2015. 

Source: Gilad Brand, Taub Center. Data: Bank of Israel website.

In light of these findings, the question arises as to whether growth based on 
an increase in labor inputs is nearing its limits. Regarding demand for workers 
in recent years, the growth in public sector employment largely supported 
the growth in supply. Since the share of workers in public services is currently 
high relative to the past, it is reasonable to assume that other sources will be 
required to absorb individuals new to the labor market (Figure 13). Regading 
supply, the low employment rates in the Arab Israeli population (women) and 
the Haredi population (men) harbor most of the potential for continued rise 
in employment, but due to the relatively low aggregate human capital in these 
populations, their potential contribution to growth is limited.

 

Total public services*
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Local/public 
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Scientific/technical activities

Information/communication

Construction
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7.9
7.1
7.3
7.1

10.7
7.1

19.9
12.1

4.3
12.1

9.0
12.4

5.2
12.4

21.7
34.7

48.9

4.5
2.0

4.5
2.4

4.4

4.4
2.3
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-0.1
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-2.8
1.3

1.8
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-0.3

-2.4

3.6
2.8
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Figure 14. Share of the public sector in overall employment

Source: Gilad Brand, Taub Center.  
Data: Bank of Israel website. 

Furthermore, the anticipated change in the age composition in Israel is 
expected to have a negative impact on the extent of employment in the 
economy. Starting in 2010, there has been a decline in the share of the 
primary working-age (25-64) population, and this trend is expected to 
intensify in the coming years (Figure 15). The estimates indicate that the 
decline in the share of the primary working age population in the past five 
years cumulatively reduced the potential for growth of per capita GDP by 
about 2 percentage points.19 This trend is expected to intensify and reduce 
potential growth through the end of the decade by an average of about 0.6 
percentage points in each year.

19 The production function can also be represented as follows: 

where  represents the total population and  represents the primary working 
ages population. By representing the production function in this way, it is possible to see 
how the contribution of changes in the share of the primary working ages population to 
per capita GDP growth can be derived independently of the other variables, by multiplying   

with the coefficient .
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Figure 15a. Share of the working age population (25-64)  
and their contribution to changes in GDP per capita growth

Figure 15b. Yearly contribution to per capita GDP growth 
Four-year average

Source: Gilad Brand, Taub Center.  
Data: Central Bureau of Statistics, Table 2.10, population forecasts for Israel for 20202035- (published 
September 1, 2016).
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In parallel with the increase in participation rates in the labor market, 
there has been a continuous decline in the natural unemployment rate (the 
minimal unemployment rate reconcilable with fixed inflation), but this 
decline is also nearing its limit (Bank of Israel, 2016), and this trend, too, is 
expected to make it difficult for employment rates to continue to rise.

In summary, in recent years growth largely rested upon a sharp increase 
in the extent of employment, but the higher the employment rate rises and 
the lower the share of the working age population drops, the less potential 
there is for growth based on rising labor inputs. Other sources will therefore 
be required to support the economy’s growth.

Conclusion

In recent years, a slowdown in growth is apparent. In previous decades, GDP 
per capita grew on average by 2.0 to 2.5 percent yearly, while in the past five 
years, the average yearly growth rate slowed to about 1 percent. The concern 
that arises is that the slowdown expresses a decline in the long-term potential 
for growth of the economy. To shed light on the sources of the slowdown, this 
chapter has presented an analysis based on a growth accounting approach, 
which makes it possible to examine the long-term trends regarding each 
production factor and to use them to calculate the total factor productivity 
(TFP). The analysis reveals that GDP per capita growth in recent years has 
rested mainly upon the rise in employment rates and less on an increase in 
the stock of human capital, alongside some rise in TFP. 

Among the growth components, the share of the rise in employment was 
the largest in recent years — about half of the total growth. The increase 
stemmed largely from a rise in the participation rate among populations 
that tended in the past not to participate in the labor market. In addition, 
the sharp increase in the number of public service jobs helped to absorb 
the rise in the number of those employed in the economy. However, the 
higher the employment rate rises, the more the growth potential based on 
an increase in labor inputs shrinks. The low employment rates in the Arab 
Israeli population (women) and the Haredi population (men) harbor most of 
the potential for a continued rise in employment, but due to the relatively low 
cumulative human capital in these populations, their potential contribution 
to growth is limited. Moreover, the share of the primary working-age (25-64) 
population is trending down, which slows the potential growth stemming 
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from those employed. This process is expected to intensify in the coming 
years, and to reduce the potential growth each year by an average of 0.6 
percentage points until the end of the present decade.

The expansion of education was a primary growth component in the past, 
but the estimates indicate that the contribution of human capital to growth 
is decreasing alongside the gradual moderation in the rise in education rates. 
The rate of those enrolling in institutions of higher education stabilized 
a decade ago at almost 50 percent, similar to the rate of matriculation 
qualification. Therefore, unless there is an appreciable change in education 
patterns among the underperforming populations, the process of expansion 
of education is nearing exhaustion. The rising weight of populations that do 
not usually acquire higher education that are relevant to the labor market is 
also expected to detract from continued improvement in the quality of the 
labor force. Nonetheless, in the long term, change in the education patterns 
among these populations harbors potential for growth.

The physical capital per work hour exhibited a rising trend in recent 
years, yet there was a decline in its rate of growth from 2014 to 2015. An 
increase in investments is vital for the Israeli economy to be able to sustain 
balanced growth, which is not based solely on new workers joining the labor 
market. Nonetheless, these developments are dependent on each other and 
the increase in the supply of low-paid workers makes investing in capital and 
advanced technologies less worthwhile. On the other hand, the slowdown 
in the rise in employment may eventually increase the incentive to invest 
in capital and advanced production technologies, and augmenting the skills 
and earning capacity of those new to the labor market will help.

A decline in TFP was recorded in recent years. The decline expresses 
low exploitation of the production factors, which apparently stems from a 
slowdown in demand, but its source may also be low-skilled and low-paid 
workers joining the labor force. 

In the short term, the growth of the economy is dependent on the global 
environment. Slow global growth and the moderation in world trade in 
recent years are a drag on demand in the economy and impede local growth. 
The expansion of the labor market supported the economy’s growth until 
now, but indications are that this channel is nearing exhaustion, and without 
a change in the underlying conditions, the likelihood of an additional 
slowdown in growth increases. Long-term growth is also possible in these 
conditions, but it is dependent on a proactive policy and the implementation 
of reforms that will support such growth. Improving competition in the 
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local business environment, removing unnecessary regulatory obstacles,20 
investing in infrastructure21 and encouraging research and development, 
including in traditional industries22 can all help to raise TFP in the long 
term and contend with the challenges facing the economy. A policy for 
augmenting the earning capacity of workers in the lowest wage category, 
both by means of academic education and professional and technological 
training is also required in order to engender competitive advantages based 
on technology rather than on the low cost of labor.

20 There is an abundance of empirical findings showing that the removal of regulatory 
obstacles and improvement of the business environment have a positive effect on the 
economy’s growth. This connection was demonstrated in, among others, a study conducted 
recently by the International Monetary Fund (Lanau and Topalova, 2016). IMF (2016) and 
OECD (2016) also recently presented a survey along these lines.

21 There is evidence in the literature showing that investment in infrastructure may help 
in the process of convergence (i.e., reducing gaps in GDP per capita between countries). Bom 
and Ligthart (2014) and Romp and De Haan (2007) present surveys of empirical findings on 
the topic. See, also, Duval and Furceri (2016).

22 According to Rodrik (2016), a rapid contraction of manufacturing — in particular 
manufacturing sectors that are not rich in human capital but based on workers with a wide 
range of abilities — slows the process of convergence.

State of the Nation Report: Society, Economy and Policy 20165656



References 

English

Bank of Israel (2008), Bank of Israel Annual Report 2007.

Bank of Israel (2012), Bank of Israel Annual Report 2011.

Bank of Israel (2016), Bank of Israel Annual Report 2015.

Bar-Haim, Eyal, Carmel Blank and Yossi Shavit (2013), “Educational 
Opportunity, Employment and Income: 1995-2008,” in Dan Ben-David (ed.), State 
of the Nation Report: Society, Economy and Policy in Israel 2013, Taub Center for Social 
Policy Studies in Israel, pp. 233-252.

Bom, Pedro R. D. and Jenny E. Ligthart (2014), “What Have We Learned From 
Three Decades of Research on the Productivity of Public Capital? Journal of 
Economic Surveys, 28, No. 5, pp. 889-916.

Duval, Romain and Davide Furceri (2016), IMF Survey 2016: Structural Reforms 
in Advanced Economies: Pressing Ahead and Doing Them Right, IMF Research 
Department. 

Hall, Robert E. and Charles I. Jones (1999), “Why Do Some Countries Produce 
so Much More Output per Worker than Others,” The Quarterly Journal of Economics, 
114, No. 1, pp. 83-116.

Jorgenson, D.W. and Zvi Griliches (1967), “The Explanation of Productivity 
Change,” Review of Economic Studies, 34, No. 3, pp. 249-283.

Johansson, Åsa, Yvan Guillemette, Fabrice Murtin, David Turner, Giuseppe 
Nicoletti, Christine de la Maisonneuve, Phillip Bagnoli, Guillaume Bousquet, 
and Francesca Spinelli (2012), Long-Term Growth Scenarios, OECD Economics 
Department Working Papers, No. 1000.

Lanau, Sergi and Petia Topalova (2016), The Impact of Product Market Reforms on 
Firm Productivity in Italy, International Monetary Fund. 

Mankiw, Gregory, David Romer and David N. Weil (1992), “A Contribution to 
the Empirics of Economic Growth,” The Quarterly Journal of Economics, 107, No. 2, 
pp. 407-437.

OECD (2012), Looking to 2060: Long-Term Global Growth Prospects. 

OECD (2016), Economic Policy Reforms 2016: Going for Growth Report, http://www.
oecd.org/eco/growth/goingforgrowth.htm.

Growth in the Israel i  Economy 5757



Rodrik, Dani (2016), “Premature Deindustrialization,” Journal of Economic 
Growth, 21, No. 1, pp. 1-33.

Romp, Ward and Jakob De Haan (2007), “Public Capital and Economic Growth: 
A Critical Survey,” Perspektiven der Wirtschaftspolitik, 8, No. S1, pp. 6-52.

Hebrew

Argov, Eyal (2016), Development of Israeli Education and Its Contribution to Growth, 
Bank of Israel (publication forthcoming).

Aviram, Nitzan and Elise Brezis (2016), The Impact of French Aliyah on the 
Economy of Israel, The Aharon Meir Center for Banking, Department of Economics, 
Bar-Ilan University.

Bregman, Arie and Arie Marom (2005), The Contribution of Human Capital to 
Growth and Productivity in Israel’s Business Sector, 1970 to 1999, Research Department, 
Bank of Israel. 

Friedman, Yoav (2013), The Information Technology Industries: Employees, Wages 
and Dealing with Shocks, Discussion Paper No. 2013.07, Bank of Israel. 

Gera, Ramsis (2005), “Labor Inequality Between Educated Arabs and Jews in 
the Labor Market in Israel,” in Aziz Haidar (ed.), Arab Society in Israel: Populations, 
Society and Economy, Van Leer Jerusalem Institute.

Geva, Assaf and Lev Drucker (2013), “Economic Growth in Israel: From 
Developing Economy to Modern Economy,” Economic Quarterly, pp. 207-231.

Melzer, Yael (2013), Education Returns: Inequality Between Different Populations in 
Israel, doctoral thesis, Ben-Gurion University of the Negev.

Zussman, Noam and Amit Friedman (2008), Labor Quality in Israel, Discussion 
Paper 2008.01, Bank of Israel.

Zussman, Noam, Orly Furman, Tom Caplan, Dmitri Romanov (2009), Differences 
in the Quality of Education Between Universities and Colleges: Looking at It Through 
Returns in the Labor Market, Working Paper No. 42, Central Bureau of Statistics. 

State of the Nation Report: Society, Economy and Policy 20165858



Appendix

Estimate of changes in the quality of the labor force in Israel

There are several approaches to estimating human capital in the economy. 
According to the most prominent among them — recently presented in Argov 
(2016) and common also in periodical assessments by international bodies — 
the cumulative human capital in the economy is measured by weighting the 
number of years of study of individuals, while making certain assumptions 
regarding the economy’s yield from workers’ education. This chapter uses a 
different and older approach, an updated version of which was implemented 
in Zussman and Friedman (2008). Under this measurement method, the labor 
inputs standardized for quality are calculated by weighting the aggregate 
work hours. The workers’ imputed wages serve as the weights, and the 
change in the quality of the labor inputs is defined as the difference between 
the change in labor inputs standardized for quality and the change in 
aggregate work hours. The advantage of this approach lies in that it does not 
rest on a broad definition of human capital according to which the quality 
of the labor force is estimated not only by workers’ formal education, but 
also by weighting all the observed characteristics, such as years of potential 
experience and family status, in combination with estimates of the returns 
to those characteristics.

The analysis was conducted for the entire economy, without differentiating 
between the different sectors, for the period 1995 to 2015 for the full 
population of employees.23 The methodology’s principles are as follows.

In the first stage, each worker’s contribution to the total aggregate work 
hours is calculated:

1.  

where n represents the weighting coefficient of the worker in the Income 
Survey, and h represents his/her work hours.

23 Zussman and Friedman (2008) present estimates using imputed wages of self-employed 
workers. Since for a portion of the years there is no data about the number of work hours 
for the self-employed in the income survey, the analysis was conducted for the employed 
population only. The differences between the estimate presented in their work for the 
employed population and the estimate based on the total population are relatively minimal, 
and since there have been no significant changes in the share of the self-employed or 
composition, it can be assumed that use of the data for the employed population only reliably 
represents the changes in the overall labor force.
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In the next stage, the workers’ expected wage is calculated by using a 
standard Mincer wage equation where the log of hourly wage W is explained 
by a dummy variable for four categories of education level, according 
to years of schooling24 (0-11, 13-14, 15-16, 17+), a squared polynomial of 
potential experience,25 dummy variables for Arab Israeli, new immigrants, 
gender, family status, the interaction between new immigrant status 
and potential experience, and an additional interaction between various 
schooling categories and dummy variables for immigrants and Arab Israelis. 
The equation is calculated for each year between 1995 and 2015 on the basis 
of data from the Income and Expenditures Surveys.26 

In the third stage, the change in the quality of the labor force is calculated 
between each pair of consecutive years, first using the wage equation for the 
earlier year:

2. 

and then according to the wage equation for the later year:

3. 

Finally, the measure of change in quality is calculated as the geometric 
average of the changes by the Laspeyres method and by the Paasche method:

4. 

24 The calculation is based on data regarding years of schooling and not on the highest 
degree obtained, since the latter is not available in the Income Surveys for the entire study 
period. In order for the education groups to cover formal education as closely as possible, a 
worker is classified as belonging to the 1516- years of schooling group if the last educational 
institution was reported to be an academic one. If not, the worker was placed in the group 
of 1314- years of schooling. These education categories are slightly different than those used 
by Zussman and Friedman (2008). The difference in educational categories was not found to 
change the estimates for the early years in the sample, but the estimates are slightly different 
in the later years. Another addition to this study is an interaction term between education 
categories and a dummy variable for Arab Israeli sector. The education of workers enrolled in 
the Haredi school system was limited to 10 years according to the correction made by Argov 
(2016). 

25 Potential experience is defined as age minus expected years of military service, minus 
years of schooling, minus 6, with corrections for new immigrant status (according to 
Zussman and Friedman, 2008, p. 74).

26 Beginning in 2012, the Income Survey was stopped and the data from the expanded 
Household Expenditure Survey was utilized.
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The changes made in the Income Surveys starting in 2012 were a major 
challenge in the analysis. The change in the survey sample in 2012 makes 
it impossible to derive an estimate for that year, and furthermore, there 
was a break in the series between 2012 and 2013. In order to overcome 
the break, for 2013, the author used data from the Labor Force Survey. 
Using the coefficients for the income data, the missing data were imputed 
from the observations in the Labor Force Survey.27 For the purpose of 
growth accounting, it was assumed that the missing estimate for 2012 is 
approximately equal to the average of the trend data between 2010 and 2014. 
The trend data were calculated using an hp filter, where . 

27 The calculation was conducted by aggregating the data into synthetic panels by 
categories of education and potential experience; this method has been found to be the 
more reliable than imputing wage for single observations in the labor force survey. The 
lack of consistency in the Expenditure Survey in the years after 2012 is reflected also in the 
regression coefficients, thus the estimates for quality of labor force for 2012 to 2015 were 
calculated using a geometric mean of the estimates from the selection of each year between 
2012 and 2015 as the base line year.
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Appendix Table 1. Labor force quality for employees,  
rate of annual change 

Estimate in this studyZussman and 
Friedman’s estimates

Trend data*

 0.82 0.861988
-0.02 0.571989
 2.24 0.271990
-0.84-0.141991
-0.72-0.441992
-2.30-0.531993
 1.52-0.351994
-0.97-0.131995

-0.79-0.71 0.201996
 1.42 1.68 0.581997
 2.36** 2.36 0.791998
 0.93 1.04 0.751999
-1.06-0.43 0.632000
 0.43 0.53 0.612001
 1.46 1.64 0.632002
 0.56 0.62 0.572003
 0.65 0.91 0.462004
 0.36 0.41 0.332005
-0.27 0.222006
-0.13 0.212007
 0.29 0.272008
 1.09 0.332009
 0.05 0.322010
 0.28 0.312011

——2012
 0.13 0.292013
 0.51 0.282014
 0.17 0.262015

  
*  Until 1996, trend data are calculated using the estimates of Zussman and Friedman; from 1996, the data 
relates to estimates from the current study.

** In this year, there is a substantial difference in the estimate from the current study and that of 
Zussman and Friedman. As a result, their estimate was used.
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Gender Gaps in the Labor Market:
Wage and Occupational 

Segregation
Hadas Fuchs*

Abstract

The wage gap between men and women is a much talked about and researched 
subject. There are those who claim that the gap stems from discrimination 
against women; on the other side are those who maintain that the wage 
difference reflects different traits and preferences in the labor market. This 
chapter examines the determinants of the wage gap based on individual 
characteristics of employees, including the use of a unique database that 
includes bagrut (matriculation) and psychometric scores, which are indicative 
to some extent of employee skill level. The majority of the wage gap is explained 
by various characteristics of men and women in the labor market. The variable 
with the greatest effect on the gap is work hours — where men work many more 
hours than women; following this variable comes differences in occupations. 
Achievement in math studies also has an influence on wage gaps, and there is 
a large advantage to men in this regard. The lower achievements of women 
in math and science extend back as far as high school with fewer girls taking 
high-level bagrut exams in math and science and continuing on to academic 
studies and careers in these fields. Although the share of women in academia 
is high, the share of female students in the technology fields has not changed 
over the years and stands at only about 20 to 30 percent. In occupations in the 
technology fields, which ultimately offer the highest salaried jobs, there is a 
male majority.  Even among women with a degree in computer sciences, there 
is a drop-off in terms of employment — possibly due to the long hours that are 
common in this branch. In light of the findings, raising consciousness regarding 
the sources of wage gaps and encouraging women into the technology fields, 
as well as creating a marketplace with more flexible work hours, may well help 
to narrow the gender wage gaps.

* Hadas Fuchs, Researcher, Taub Center. The author would like to thank Haim Bleikh, Dr. 
Sarit Goldner, Nofar Gueta, Shavit Madhala-Brik, Dr. Yuval Mazar, Suzanne Patt-Benvenisti 
Kyrill Shraberman, and Prof. Avi Weiss for their helpful comments. I am also grateful to Mark 
Feldman, Eta First, David Gordon, and Adnan Mansour of the Central Bureau of Statistics for 
their assistance in accessing the data.
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Introduction

Labor market metrics for women in Israel (and, in fact, in most countries 
around the world) are lower than for men: both their employment rates and 
their average wage levels are lower. Over the years, the trends indicate an 
improvement, yet the differences remain. The main reason that employment 
rates for women in Israel are low is the low levels of employment among 
Arab Israeli women. Nonetheless, the employment figures in all population 
sectors are increasing continuously, and today, Israel’s employment rate 
among women approaches that of the OECD median.

While the monthly wage gaps between men and women have declined, 
the hourly wage gap has remained more consistent. Many studies in Israel 
and around the world have examined the gap and its causes, and the 
findings show that the monthly gap stems mainly from the differences in 
work hours between men and women and the difference in occupations. 
The Glassdoor Economic Research study (Chamberlain, 2016) examined the 
wage gap using a unique database that included occupational definition, 
employer and location, and found that when all these characteristics are 
taken into account, the wage gap between men and women in the United 
States drops from 24 percent for full-time employees to 5.4 percent. Similar 
results were obtained in England, Australia, Germany, and France. Another 
study conducted in the United States in 2009 examined the gender wage gap 
using the Current Population Survey and found that the gender wage gap 
that is unexplained by defined differences between men and women in the 
labor market ranges from 4.8 to 7.1 percent (CONSAD Research Corp., 2009). 
Blau and Kahn (2016), relying on dynamic panel data in the United States, 
found that the monthly wage gap that is unexplained stands at 12 percent. 
The researchers also showed that the unexplained portion of the wage gap 
declined from 49 percent in 1980 to 38 percent in 2010.

Studies on this topic have been conducted in Israel. Geva (2015) ran an 
OLS regression separately for each branch and found that the unexplained 
gap stands on average at 10 percent, but there is considerable variation 
between sectors. Endeweld and Gottlieb (2013) applied an OLS regression 
that controlled for labor market participation choice (Heckman correction), 
and arrived at a gap ranging from 13 percent in 1999 to 14 percent in 2010 
and 17 percent in 2011. Mazar and Michaelson (2010) showed that the wage 
gap between men and women in the public sector is a reflection of the wage 
gap in an individual’s previous place of employment, and Mazar and Peled 
(2012) showed that raising the minimum wage contributed to the decline in 
the gender wage gap.
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In comparing Israel to the OECD countries, it is customary to present 
the OECD data, which define the gender wage gap as the median wage 
gap between men and women in full-time employment (FTE). In these 
comparisons, Israel is ranked in 3rd place and the wage gap in Israel stood 
at 21 percent in 2014. Nonetheless, the wage gap is greatly affected by work 
hours, and the difference in work hours between men and women working 
full-time in Israel is among the highest in the OECD (Appendix Figure 1). 
There is no clear connection between a country’s ranking by the median 
wage gap and its ranking by the gap in work hours, but it appears that, in 
Israel, the large wage gap is impacted by the large gap in work hours. Upon 
examination of the hourly wage gap in Israel, we find a wage gap similar to 
that of other OECD countries (Figure 1).

Figure 1. Hourly gender wage gap
OECD countries, percent

Data for Switzerland is 2013 
and data for the United 
States is 2011 instead of 2014.

Source: Hadas Fuchs,  
Taub Center.  
Data: UNECE; Central Bureau 
of Statistics, Expenditure 
Survey.
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In this chapter, we shall examine the wage gap in Israel, as well as additional 
gender gaps in the labor market — some of which contribute to the wage gaps. 
We will first present a general survey on the topic of women’s employment and 
the gender wage gap, and then analyze the wage gap and its causes. Lastly, we 
will present the causes of the gaps in the labor market. General definitions of the 
data used for this research are detailed in the online appendix to this chapter.

1. Gender gaps in employment and in wages

As noted, the employment rate of women in Israel is trending upward. In 
2014, the rate among women ages 25-54 stood at 74 percent (20th place 
among the OECD countries), as opposed to 61 percent in 1995 (Figure 2). Israel 
is ranked 10th in the OECD in terms of the ratio between the employment 
rates of women and men, because men in Israel are employed at lower rates 
than the OECD average (82 percent).

Figure 2. Employment rate for women ages 25-54
OECD countries, percent

Israel Jewish and Israeli Arab in 
1995 is civilian labor force only.

Source: Hadas Fuchs, Taub Center. 
Data: OECDstat; Central Bureau of 
Statistics, Labor Force Survey.
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There are large differences between women’s employment rates by 
sector, although the rise in employment has occurred across all groups. The 
employment rate of Jewish women is higher than women’s employment 
rates in all of the OECD countries; at the same time, though, the employment 
rate of Arab Israeli women is only higher than one other country, Turkey. 
The causes of low employment among Arab Israeli women are diverse, and 
include cultural factors as well as a shortage of workplaces, but this issue 
will be addressed in a future publication. In 2014, among Jews, employment 
rates were almost equal. The employment rate for men and women of 
prime working age (25-54) was the same, and stood at 83 percent.  When 
employment rates only among non-Haredi Jews were assessed, there was 
a gap of two percentage points in favor of men. Nevertheless, large gaps in 
work hours (full- or part-time employment; henceforth: job post) and in 
wages still exist in all sectors.

The gender gap in monthly wages was 32 percent in 2015.1 This gap has 
been declining over the years and has dropped by 7 percentage points since 
1997 (Figure 3). The gap stems mainly from the fact that men work more 
hours, and, therefore, the gap narrows when controlling for the effect of 
job post. 2 When examining those in full-time employment only, the wage 
gap is lower – since a relatively large share of women are employed part-
time. It is still relatively high, though, because, among other things, even 
when women are employed full-time, they still work fewer hours than men 
in full-time employment (Figures 4a and 4b). The gender gap in hourly wage 
was the lowest among these various metrics, and stood at about 15 percent 
in 2015. It is also the most stable over time; while the monthly wage gap and 
the gap between full-time employees is decreasing, the hourly wage gap has 
remained at about 15 percent since 1997. Part of the narrowing of the gross 
wage gap and the gap among full-time employees over the years stems from 
the narrowing of the differences in work hours between men and women 
— a decline in the share of women employed part-time and a decline in the 
work hours of men employed full-time.

1 The wage gap throughout this chapter is calculated for ages 25-64. In Figure 3, the figure is 
calculated as the gap between men’s wages and women’s wages as a percentage of men’s wages.

2 A full-time position was defined as 35 weekly work hours or more, in accordance with the 
Central Bureau of Statistics’ definition.
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Figure 3 also shows the wage gap for full-time employees by education 
levels — those with and without an academic degree.3 Among those with 
higher education, the gender wage gap is higher, which substantiates the 
findings of Kimhi and Shraberman (2014), who showed that the returns to 
education are lower for women. Likewise, among this group, the wage gap 
is narrowing more slowly over the years. Due to the higher wage gap in 
this group, this chapter places special emphasis on those with an academic 
degree.

Figure 3. The gender wage gap
By education, full- or part-time employment and hourly wage, percent

Source: Hadas Fuchs, Taub Center.  

Data: Central Bureau of Statistics, Income and Expenditure Surveys.

3 Due to the lack of data on last educational degree, in Figure 3 — but only in Figure 3 — 
individuals with an academic education were defined as those with 15 years or more of 
schooling whose last school was academic.
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Figure 4a. Share of those in part-time employment
Ages 25-54 

Figure 4b. Average weekly work hours, by full- or part-time 
employment
Ages 25-54

* In 2012, wide-ranging changes were made in the Labor Force Surveys.

Source: Hadas Fuchs, Taub Center.  
Data: Central Bureau of Statistics, Labor Force Survey.
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Another aspect of wage gaps is their development over the course of a 
lifetime. Among the overall population (but especially among those with 
an academic education), the average wage rises with age and experience 
up to a certain age, primarily until the age of 40.4 A breakdown by gender 
shows that men’s wages rise more sharply with age than women’s, including 
hourly wage (Figure 5), and these gaps widen with increasing employee age; 
the wage gap between the genders is low when both men and women are 
younger, increases as they age, and then declines. The decline noted above 
in the monthly wage gap over the years occurred in all the age groups.5

Figure 5. Hourly wage by age and gender, 2013-2014
2015 prices

Source: Hadas Fuchs, Taub Center.  
Data: Central Bureau of Statistics, Expenditure Survey.

4 In 2014, the hourly wage of an individual with higher education at age 40 was 56 percent 
higher than their hourly wage at age 30. This is in contrast to a gap of only 15 percent in 
hourly wage between those without higher education at the same ages.

5 The wage gap for age groups is examined using synthetic cohorts. For each cohort, the 
wage gap was lower than the wage gap in the cohort that preceded it. Therefore, the increase 
in wages and in the wage gap by age that is described in the figure does not necessarily 
reflect the expected future gaps for those entering the labor market.
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The explained and unexplained wage gap 

To this point, we have noted factors that may impact the wage gaps between 
men and women. In order to focus on the effect of gender alone, we estimate 
the wage gaps that stem from these factors (the explained gap) and the wage 
gap that remains after subtracting the explained gap (the unexplained gap). 
Likewise, the explained gap can be decomposed by the weight of its various 
components. Calculations will be performed using two methods — OLS 
regression and Oaxaca-Blinder decomposition. As noted in the Introduction, 
several studies have estimated the wage gap by means of an OLS regression 
that was based on the Income and Expenditure Surveys. For the sake of 
comparison, we estimated OLS equations for the years 1997 to 2014. The 
results of the estimation are shown in Figure 6 (the results of the regressions 
for the years 2011 to 2014 are shown in Appendix Table 1).

In calculations where employee characteristics were not controlled for, 
the wage gap between women and men stood at 39 percent in 2014 in log 
points.6 This gap has been narrowing over the years; in 1997, the difference 
was 51 percent. In a calculation that includes controlling for job post, 
personal characteristics — potential experience, sector, length of residency 
in Israel (long-term residents versus new immigrants), education, family 
status — and occupation, and economic branch (industry) at a low level 
of detail7 — the wage gap narrows to 16 percent in 2014 in log points. The 
largest part of the wage gap stems from the fewer number of work hours for 
women.  

6 The percentages shown in the regression calculations are in log points, as is customary. 
The difference in the method of calculation explains why the differential shown in this 
section is higher than the wage gap shown in the Introduction.

7 Potential experience was computed according to the definition by Zussman and Friedman 
(2008): age reduced by years of study reduced by imputed duration of military service 
reduced by 6. For new immigrants, the calculation is slightly different (see Appendix A in 
Zussman and Friedman). Education was measured according to number of years of study. 
Occupations are at a low level of detail — 1-digit according to the definition of the Central 
Bureau of Statistics, 1994 and 2011. 
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Figure 6. Gender wage gap
Before and after controlling for employee characteristics

Employee characteristics included: potential experience, sector, length of residence in Israel, full- or part-
time position, years of schooling, family status, occupation and economic branch. Occupations and economic 
branch are classified in varying levels of detail by the Central Bureau of Statistics. Low level detail is a basic 
classification in 1 digit. High level classification uses a 2-digit system of further detail on occupations.

Source: Hadas Fuchs, Taub Center.  
Data: Central Bureau of Statistics, Income and Expenditure Survey.

While the regression estimation helps us understand the overall picture, 
because it is based on occupations only in low detail, it is not precise enough 
for examining the gender gap. This is because it aggregates occupations in 
which wages are very different. For example, this low level of classification 
combines all the academic occupations in a single category, even though 
there are substantial differences between professions in the group as well as 
between men and women within the group. In order to examine the explained 
wage gap in occupations of men and women in greater detail, we estimated 
the gender wage gaps from 2002 to 2011 taking into account occupations and 
economic branches at a higher level of detail (2-digit classification in the 
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Central Bureau of Statistics data).8 This estimation reduces the unexplained 
wage gap to 13 percent in 2011 — 3 percentage points lower than that 
obtained in the calculation for occupations in low detail.9 

In 2011, then, the gross gender wage gap was 39 percent, as opposed to 13 
percent in a calculation that took into account the differences in job post, 
potential experience, sector, length of residence in Israel, years of schooling, 
family status, and occupations and economic branch of those examined at 
a relatively high level of detail. Nevertheless, this calculation still does not 
include all the variables that may explain the gender wage gap — for example, 
the division into occupations is not detailed to the level of the profession, 
and there is still quite a lot of variety in the occupations grouped together.10 
Therefore, even an explained wage gap of 13 percent does not necessarily 
stem from discrimination. As shown in Figure 6, since 1997, the wage gaps 
are trending down: both the gross wage gap and the wage gaps that account 
for occupations at the different levels of detail. The gaps between low and 
high detail were relatively stable from 2007 to 2011, but from 2012 to 2014, 
the gap continued to decline (even though data exist only for occupations at 
a lower level of detail).

Another estimation method that makes it possible to distinguish between 
wage gaps stemming from gender-specific characteristics and wage gaps 
that may stem from discrimination or from unobserved variables, is the 
Blinder- Oaxaca (1973) decomposition. This method also makes it possible to 
quantify the share of the variables in the explained gap. The decomposition 
was calculated for 2011 due to a lack of data for earlier years. 

The decomposition shows that differences in characteristics between 
the two groups (endowment)11 explain most of the gender wage gap. The 
endowment component fluctuates and exhibits no clear trend, but it hovers 
around 30 percent. The wage gap attributed to unobserved variables and to 

8 For the years 1997 to 2001 and 2013 to 2014 no data exist at this level of detail. In 2012, 
a change was made in the survey that makes it impossible to compare the result of the 
estimation to previous years.

9 Included in the calculation were occupations and economic branches that included at least 
100 observations per year.

10 For example, at the statistical test’s level of detail, all engineers are combined into a 
single category, but there are large differences between the engineering professions that 
men and women study; there is a male majority in computer engineering, a profession that 
is considered more lucrative, and a female majority in food engineering and biotechnology 
engineering, less lucrative fields.

11 Calculated as the wage gap that would have been obtained if the effect of various men’s 
characteristics on wages was identical among women.
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discrimination (coefficient)12 is smaller, and trending down: from around 20 
percent in 2002 to around 10 percent at the end of the previous decade and 
13 percent in 2011. The decline that occurred in this gap is the main reason 
for the overall narrowing of wage gaps. The interaction that measures the 
simultaneous effect of differences in endowments and coefficients13 does 
not show any clear trend. A similar decomposition that was calculated on 
the basis of occupations at a lower level of detail up to 2014 yielded similar 
results; the unexplained wage gap is declining.

Figures 7a and 7b show the results of the decomposition for the years 
2010 to 2011.14 In the years examined, the gross wage gap between women 
and men stood at 42 percent in log points.15 The gross gap is comprised of 
differences in the relevant characteristics (30 percent) and of unobserved 
characteristics and/or discrimination (13 percent). Similar to the result 
from the previous estimation, more than two-thirds of the gap is explained. 
The interaction variable is small and negative (-1 percent).

According to the Blinder-Oaxaca decomposition, 57 percent of the wage 
gap results from the lower job post of women (fewer women in full-time 
positions working fewer hours). The difference between occupations and 
economic branch in which men and women are employed explains another 
14 percent of the wage gap. In contrast, years of study narrows the gap, 
because women are more educated than men and higher education raises 
wages. The contribution of potential experience is also negative, due to the 
method of calculation (footnote 7). The calculation includes the period of 
military service, and, therefore, women have more experience on average 
than men (they serve less time than men). However, this calculation does not 
take into account maternity leave, which lessens experience among women, 
and, therefore, this variable may contribute to the unexplained wage gap. 
The vast majority of the wage gap is explained by the work hours of women,

12 Calculated as the wage gap that would have been obtained if men and women had 
identical characteristics, but the effect remained different for each gender.

13 Calculated as the difference in characteristics multiplied by the difference in regression 
coefficients.

14 These years were combined due to the fluctuations in the results.

15 With the changes made in the transition from Income Survey to Expenditure Survey in 
2012, there was a rise in the overall gender wage gap in 2013 and 2014, to about 48 percent in 
log points.
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where women tend to work fewer weekly hours than men. Next, in 
explanatory value terms, is the difference in occupations and economic 
branch.16

Figure 7a. Components of the gender wage gap, 2010-2011
Blinder-Oaxaca decomposition

Figure 7b. Contribution of employee traits, 2010-2011
Oaxaca decomposition 

In grouping the traits, variables were combined: experience — the sum of experience and experience 
squared; job post — work hours and work weeks per month; family status — whether the individual is 
married; education — years of study and years of study squared; occupation — occupation and economic 
branch at 2 digit level of specification according to the definition of the Central Bureau of Statistics.

Source: Hadas Fuchs, Taub Center. Data: Central Bureau of Statistics, Income Survey.

16 The result of the decomposition for the years 2013 to 2014, which includes data on 
occupations and economic branches at a low level of detail, also shows that most of the gap 
stems from work hours. Nonetheless, due to the low detail of occupations, the unexplained 
wage gap that is obtained is significantly higher, standing at 18 percent in log points. 

Gender Gaps in the Labor Market 7575



The influence of variables indicative of employee skills

The estimates so far have shown an unexplained wage gap of 13 percent. 
Included in this gap may be elements of discrimination, but also unobserved 
characteristics such as the job description, type of education, occupation at 
a greater level of detail, and abilities that are rewarded in the labor market. 
One of these characteristics is the employee’s personal abilities. To a certain 
extent, the effect of these abilities can be tracked by means of a unique 
database of the Central Bureau of Statistics, which in addition to the variables 
already presented in the previous estimates includes also the matriculation 
and psychometric exam scores (for details on the database and definitions, 
see the online appendix). The scores reflect to some extent the knowledge 
required in the labor market, and may therefore serve as a good measure 
to represent the “quality” of the employee in terms of compensation in the 
labor market.

The database does have several limitations. Sufficient data for analysis 
is only available for the 29-31-year-old age group and only for 2008. It is 
important to note that, for younger age groups, the wage gap is smaller: in 
2008, the gender wage gap with no controls stood at 30 percent among ages 
29-31, as opposed to 45 percent among ages 25-64. Likewise, the wage gap 
among those with higher education at these ages is almost identical to the 
gap among those without higher education; in contrast, for older employees 
with an academic education, the gender wage gaps are even higher due to 
increased tenure. 

Second, data on matriculation and psychometric exams do not exist for 
the entire population. A psychometric score exists mainly for those who 
continue on to higher education. For this reason, the analysis of wage 
gaps in the population as a whole will include only data on matriculation 
exam scores (bagrut). For those with higher education, two analyses will be 
conducted: one including both matriculation and psychometric scores, and 
another including only the matriculation scores.

A third limitation is that the matriculation and psychometric scores are 
not precise variables for representing abilities, and some argue that the 
psychometric scores do a poor job of reflecting the abilities of disadvantaged 
groups in the population.17 Likewise, it is important to emphasize that 
reliance on these scores does not point to the innate skills of men or women, 
but to abilities they have acquired in the course of their lives that may be 

17 See, for example, Khaled Abu-Asba (2010), Psychometric: An Exam in Discrimination 
against Arabs (in Hebrew), available at http://www.ynet.co.il/articles/0,7340,L-3969167,00.
html.
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affected by external factors. Despite these limitations, the matriculation and 
psychometric scores are positively correlated with abilities of examinees, 
and serve as a helpful tool.

With regard to matriculation scores, use was made of several variables: 
score averages; type of matriculation certificate (with an emphasis on either 
theoretical or technological studies); and score and dummy variables for 
studies at higher levels (four or five units) in mathematics and English (as 
a second language). Controlling for the psychometric variables was based 
on the scores in the different parts of the exam: quantitative, verbal skills 
and English. On most of these variables, on average, men scored higher 
than women, except for average total matriculation score, number of 
matriculation units and score on the matriculation exam in English.

The first calculation in this section includes controls for the variables 
experience, sector, new immigrants versus long-term residents, Haredi, 
work hours and work months, studies at university or college, years of 
study, highest educational certificate, occupation and economic branch.18 
The gender wage gap from this calculation for the entire age group is 10.3 
percent in log points. Adding a control for matriculation scores lowers the 
wage gap to 9.4 percent. In an estimation that included only those with a 
higher degree, the wage gap without variables pertaining to skill level is 
8.8 percent (lower by about 1.5 percentage points than the gap among the 
entire population). When controlling for matriculation scores, the gap drops 
to 7.7 percent, and with the addition of control for psychometric scores, the 
gap drops to 5.8 percent (for details of the calculations, see Appendix Table 
2); the gaps in all the estimations are statistically significant at a level of 5 
percent. Altogether, controlling for matriculation and psychometric scores 
brings down the unexplained wage gap by 3 percentage points.

Many variables in the regression are not significant, i.e., their effect on 
wages is statistically not different than zero. In contrast, the significant 
contribution of the mathematics variable on wages is striking. In the 
calculations including the matriculation scores without the psychometric 
scores, the contribution of math score and number of bagrut units of math 
(high level or not) was significant, especially at the five-unit level. With the 
addition of control for psychometric exams, the score on the quantitative 
part of the exams had a significant effect as well. These effects usually widen 
the wage gap, since, on average, men have higher scores on these tests than 
women on these tests (as will be shown) with a subsequent positive effect 

18 Haredi was defined as someone who attended a Haredi supervised high school. New 
immigrants were defined as those who had immigrated to Israel after 1990 at age 12 and over. 
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on wages. Therefore, controlling for matriculation in mathematics and 
psychometric scores lowered the unexplained wage gap. 

Similar results were obtained in the Blinder-Oaxaca decomposition and 
the size of the unexplained wage gap for the five estimations (details in 
Appendix Table 3). 

The decomposition of the explained portion of the wage gap shows 
that in the 29-31-year-old population, work hours and occupations make a 
considerable contribution to the gap (Figures 8 and 9). In contrast to the 
population as a whole, the contribution of occupation and economic branch 
is greater, particularly among those with higher education. The difference 
stems from the age restriction in the calculation: in this age group, the 
number of work hours for men and women is similar and the contribution 
of work hours to the wage gap is smaller. In addition, the gap in work hours 
among those with higher education is smaller and thus its effect on the wage 
gap is smaller.

The experience component contributes to the narrowing of the wage gap, 
particularly among those with higher education — this is because women 
earn their degree at a younger age on average (although, as noted above, 
maternity leaves are not taken into account). In contrast, the differences in 
matriculation and psychometric scores increase the pay gap. In an estimate 
including the exam information, it was found that their contribution to the 
explained gap stands at 13 percent, and that taking the exam in mathematics 
at the five-unit level along with the score in the quantitative part of the 
psychometric exam have the largest effect.

State of the Nation Report: Society, Economy and Policy 20167878



Figure 8. Contribution of differences in employee traits to wage 
gaps, including matriculation scores, 2008
Oaxaca decomposition, ages 29-31, percent out of a total wage gap of 100%

Source: Hadas Fuchs, Taub Center. Data: Central Bureau of Statistics.

Figure 9. Contribution of differences in employee characteristics 
to wage gaps, including matriculation and psychometric  
exam scores
Oaxaca decomposition, ages 29-31 with higher education, percent out of a total 
wage gap of 100%, 2008

In grouping the overall wage gap into different components, variables were combined: experience — the 
sum of experience and experience squared; job post — work hours and work months per year; education 
— years of study and years of study squared, eligibility for a matriculation certificate, first degree and 
higher; occupation and economic branch — occupation and economic branch to the 2-digit level of 
specification by the definition of the Central Bureau of Statistics; matriculation and psychometric (in 
Figure 9 only) — average matriculation score, number of units and score in mathematics bagrut, number 
of units and score in English (as a second language) bagrut, and matriculation certificate with emphasis 
on technological subjects and scores on the different parts of the psychometric exam.

Source: Hadas Fuchs, Taub Center. Data: Central Bureau of Statistics.
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To summarize, analysis of the data shows that for ages 29-31, the gender 
wage gap is narrower than in the population as a whole. The gap that is 
unexplained by personal characteristics (experience, nationality, time  of 
residence in Israel (new immigrants versus long-term residents), Haredi, 
work hours and work months, studies in college or university, years of 
study, highest educational certificate, occupation and economic branch) or 
by the ability variables (matriculation and psychometric scores) stands at 
about 9 percent for the entire age group and 6 percent for those with higher 
education. Among ages 29-31, occupation and economic branch also make a 
large contribution to the wage gap. This is in contrast to the population as 
a whole, where differences in work hours between men and women is the 
most significant factor. For women, this finding highlights the importance 
of choice of occupation in determining their future. Despite the years that 
have passed since 2008, it is reasonable to assume that this result still holds. 
Also worth noting is the importance of mathematical abilities in determining 
wages for this age group. Data on mathematical abilities are not available 
for the population as a whole, but it may be assumed that in this case, too, 
the wage gap will drop in a calculation that includes controlling for these 
abilities (and the result is likely to remain significant).

Wage gap by occupation

As noted, a relatively large part of the wage gap is caused by gender 
differences in choice of occupation. In order to examine wage gaps in each 
occupation, a regression was performed that includes all the personal 
variables detailed previously (experience, work hours, etc.) along with 
dummy variables representing occupation and for the interaction between 
women and occupation. This calculation makes it possible to see for each 
occupation separately which part of the wage gap is explained by the 
personal characteristics and which part is unexplained.19

The results show that there are large differences between the wage gaps 
in various occupations. In some occupations, the wage gap is not statistically 
different from zero, while in others, the wage gap is large. The lowest gap 
was obtained in the field of teaching. Among teachers in primary schools 
and in preschools, the wage gap is negligible and not statistically significant; 
for those in post-primary and post-secondary institutions, the gap found 
was in favor of women. A similar result was obtained by Geva (2015). The 
low gap might stem from the fact that in this field wages are determined by 
collective agreements.

19 The data used in the analysis are the data from the Income Survey for 2007-2011, for 
occupations including at least 50 observations for each gender.
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Figure 10 shows the gender wage gaps in occupations that require high 
skill.20 The wage gap for occupations that require low skill, and in which 
the majority of those employed lack higher education (Classifications 3-9), 
is detailed in Appendix Figure 2. In 15 occupations, the gap found was 
negligible or slightly higher than zero; these included judges and lawyers, 
nurses and accountants. It is important to emphasize this does not mean 
that in these occupations wages between men and women are identical, but 
when the employee’s different characteristics are taken into account, the 
unexplained gap is negligible.

In 12 occupations, the calculation yielded a wage gap larger than 20 
percent (half of them high-skill occupations). Nonetheless, in some of the 
cases it is hard to say that this is a wage gap between employees in identical 
jobs, since even at this level of detail employees with different professions 
are combined and the gender distribution between them is different. Among 
doctors, pharmacists and veterinarians, for example, a large wage gap (25 
percent) was obtained, but it appears that a large part of it is affected by 
significant gender differences in fields of specialization. For instance, in 
gynecology and child psychiatry, women constitute a majority, whereas in 
orthopedic and urological surgery men do (over 90 percent) (Israel Medical 
Association, 2015). Likewise, the rate of female administrators among doctors 
is very low (Civil Service Commission, 2014). The report of the Israel Medical 
Association notes that doctors’ wages in the public sector are determined by 
wage agreements, so there is supposed to be little (if any) difference in wages 
between men and women in the same job. It may be, then, that the entire 
wage gap stems from differences in specializations and in administrative 
role. Similarly, among engineers, a gap of 22 percent was found, but, as will 
be shown, there are large differences between the engineering fields that 
men and women enter.

20 Classifications 0-2 in the Central Bureau of Statistics classification. Wages throughout this 
chapter were examined for salaried employees only, and do not include the self-employed.

Gender Gaps in the Labor Market 8181



Figure 10. Unexplained wage gap by occupation, 2007-2011
High skill level occupations, percent

Wage gaps for occupations with 0% are not statistically significant. 

High skill level refers to the Central Bureau of Statistics classification 0-2.

Source: Hadas Fuchs, Taub Center.  
Data: Central Bureau of Statistics, Income Survey.
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2. Gender gaps in education and in the  
labor market

In the previous section, we demonstrated that the gaps between men and 
women in work hours, occupation and economic branch, and mathematical 
abilities have a definite effect on the gender wage gap. In this section, we will 
examine these gaps in greater detail.

Education

Women pursue an academic education at higher rates than men, and today 
their share among academic degree holders at all levels is 50 percent or 
more. The trend of continuous improvement in women’s education levels 
is international, and today, in most of the OECD countries, women have 
academic education rates that are higher than those of men (OECD, 2016). 
Furthermore, over the years, women continue to improve their higher 
education rates and widen the gap.

Alongside these statistics, there is a large difference in study major in 
higher education. It appears that part of the difference stems from the gender 
gaps in mathematical achievements, which are formed as early as primary 
school. Girls’ achievements on the Meitzav tests in mathematics in grade 5 
in the Jewish sector are lower than boys’, whereas their English scores are 
higher (RAMA — National Authority for Measurement and Evaluation in 
Education, 2015). Similar results were found on the PISA tests (conducted 
among 15-year-olds); Jewish girls’ achievements are lower in mathematics 
and higher in reading comprehension (RAMA, 2014). In contrast, in the Arab 
Israeli sector, girls’ achievements are appreciably higher than the boys’ in 
all subjects.

These gaps are intensified in high school, both in math studies and 
in choice of study major. On average, girls do better than boys in the 
matriculation exams; a higher percentage of girls are entitled to a 
matriculation certificate and their average matriculation score is higher. 
Nonetheless, boys’ achievements on the matriculation exam in mathematics 
are higher. More boys study mathematics at the five-unit level, while more 
girls study math at the three- or four-unit level. Since 2005, there has been 
a rise in the share of those taking the exam at the five-unit level, and since 
then also a small decline in the share of girls at this level (from 48 percent to 
46 percent). The average score for boys on matriculation in mathematics is 
higher at all unit levels. The score and number of units in math, especially, 
at the five-unit level, were also found to be among the factors affecting the 
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wage gap between women and men, and additional studies have shown the 
importance of strengthening math study and skills for women (Kimhi and 
Horovitz, 2014).

In addition to the differences in the field of math study in high school, 
there are also large gender gaps in the choice of elective study major. Figure 
11 shows the rate of female pupils in the 15 most common elective study 
majors. In only two subjects is there relative parity (between 40 and 60 
percent). In five subjects there is a male majority (less than 40 percent of the 
pupils are girls), including computer sciences (33 percent) and physics (37 
percent); and, in eight subjects there is a female majority (over 60 percent), 
including art (83 percent) and literature (79 percent). Between 2005 and 
2014, there was no change in the gender composition in most study majors, 
although the gap decreased in programming and systems planning and 
electronics and computers. The share of those receiving a matriculation 
certificate with an emphasis on technological subjects is higher among 
boys: 24 percent of male pupils compared to 20 percent of female pupils per 
annual cohort.
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Figure 11. Percent of women in high level majors  
(requiring 5 bagrut units)
The 15 most popular study majors in school

Source: Hadas Fuchs,  
Taub Center.  
Data: Ministry of Education.

In engineering, there has been an increase of 11 percentage points in the 
share of women, although an appreciable percentage of women studying 
engineering are concentrated in the fields of biological, chemical and food 
engineering, and in industrial and management engineering. The increase 
occurred until the start of the 2000s, and since then the share of women in the 
field has actually declined. It is important to note that the absolute number 
of female students working towards a bachelor’s degree in mathematics, 
statistics and computer science has grown considerably — tripling between 
2000 and 2014 — but among men the rise has been even sharper (the number 
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of male students in these fields grew 
almost five-fold) and thus women’s 
relative share declined.

On the psychometric exam, 
women’s average score is lower 
in each of the test’s parts and 
particularly in the quantitative 
section. Nonetheless, at least part 
of the gap stems from the fact 
that more women pursue higher 
education and are required to 
take the psychometric exam, and, 
therefore, the women who take 
it have a wider range of abilities 
(National Center for Tests and 
Evaluation, 2016).

The gender differences are 
apparent also in higher education. 
For over 20 years, women have been 
pursuing an academic education 
at higher rates than men. Over 

the years, the share of women who continue on to advanced degrees has 
risen, and, in 2015, the share of women among degree recipients stood at 
60 percent for bachelor’s degrees, 61 percent for master’s degrees, and 50 
percent for doctoral degrees (Figure 12). Nonetheless, here, too, there is a 
large gender difference in the choice of academic study. Figure 13 shows 
the share of women in the study fields from 1990 to 2014. As can be seen, 
women are concentrated in therapeutic and educational subjects and men 
in mathematical subjects, and in most areas there has been no significant 
change in the past 25 years. Noteworthy are the social sciences and business 
and management, in which there has been a significant rise in the share 
of female students. Likewise, women constitute over 50 percent of students 
in departments of medicine and law. In contrast, in the physical sciences, 
mathematics, statistics and computer science, there has been a decline in 
the share of female students.

Figure 12. Share of women out 
of those receiving a degree in 
in higher education
Percent

Source: Hadas Fuchs, Taub Center. 
Data:  Central Bureau of Statistics,Statistical 
Abstract of Israel.
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Figure 13. Percent of women studying for a first degree in 
academic institutions
By field of study

Source: Hadas Fuchs, Taub Center. Data: Council for Higher Education, Higher Education in Israel, 2015.

As noted, men’s average psychometric score is higher than women’s. This 
result remains even when students are grouped by field of study in university, 
i.e., men’s psychometric score is higher than women’s in almost all fields 
of study. Nonetheless, there are five fields in which the female students’ 
psychometric score is higher than the male students’, and they are also 
the fields in which the gap in average matriculation scores between female 
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and male students is the highest: electrical, construction and mechanical 
engineering; logistics and human resource management; and therapeutic 
medical occupations (occupational therapy, physiotherapy, nutrition and 
the like). With regard to engineering fields, the explanation for the deviation 
may lie in that these fields are considered very masculine, and women may 
avoid studying them unless their achievements are very high. These fields 
also offer employment possibilities that are rewarded with relatively high 
wage, and if women avoid studying in these departments for social reasons, 
it also affects their earning ability.

Gender occupational segregation

As shown previously, in general, women are employed in different fields 
than men. In educational and therapeutic occupations, women make up the 
majority whereas in technological occupations, men constitute the majority. 
Among men, there is greater diversity in occupations, while women are 
concentrated in a smaller number of occupations. In 2015, 32 percent of men 
were employed in the ten most common occupations, while among women 
the equivalent rate stood at 47 percent.21 Upon division into occupations by 
higher education or not, it emerges that the division is  particularly polarized 
among those without higher education. The share of women working in the 
most common occupations for women without further education (caretakers 
and assistants) is 11 percent, whereas the share of men in the most common 
occupation for this group (truck and bus drivers) is 6 percent (Figure 14a). 
The most common occupations among men with no higher education are 
characterized by no women in employment, and vice versa. Among those 
with an academic education, the division is less polarized, and there are more 
men in female-dominated occupations (Figure 14b) and vice versa. Among 
women, 11 percent are employed in teaching in primary and preschool 
education, versus 2 percent of men, and 13 percent of men are employed 
in software development versus 4 percent of women. Upon division into 
occupational groups of the 20 most common occupations, 6 percent of men 
are employed in education versus 24 percent of women, and 22 percent of 
men work in the software and engineering fields versus 7 percent of women. 
In the fields of business and law, the result is more egalitarian; 21 percent of 
men and 16 percent of women are employed in these fields.

21 Out of 130 occupations, according to the Central Bureau of Statistics (2011), 3-digit 
classification.
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Figure 14a. The 20 most common occupations among those 
without higher education, 2015

Source: Hadas Fuchs, Taub Center.  
Data: Central Bureau of Statistics, Labor Force Survey, 2015.
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Figure 14b. The 20 most common occupations among those with 
higher education, 2015

Source: Hadas Fuchs, Taub Center. Data: Central Bureau of Statistics, Labor Force Survey 2015.

The index of dissimilarity is a measure for examining occupational 
segregation in the labor market.22 The index ranges from 0 (absolute equality 
in occupations between the genders) to 1 (absolute inequality). Figure 15 
shows the level of the index between 2000 and 2015 for the working ages 
30-54, and also broken down by higher education. In general, the index 
is trending down, i.e., occupational segregation is decreasing. With the 
transition to the new system of classification of occupations in 2012, the 
index rose (the new classification includes more occupational specificity). 
The segregation among those without an academic degree is significantly 

22 The formula for calculating the index is                                 , where     is the rate of men 
employed in occupation i out of all employed men, and     is the rate of women employed in 
occupation i out of all employed women (according to Duncan and Duncan, 1955).
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higher than among those with a degree, although it too is decreasing. 
The decline for the population as a whole is steeper than for each group 
separately; this is due, in part, to an increase in the share of highly educated 
employees.23

A high level of segregation does not necessarily translate to higher 
wage gaps. Among those without higher education, where occupational 
segregation is higher, the wage gap is relatively low, and vice versa: among 
those with higher education, gender segregation is lower, but the monthly 
and hourly wage gaps are higher. The difference stems from the wage 
differentials between academic occupations which are significantly larger 
than those between non-academic occupations, and the concentration of 
men in occupations in the upper strata of the wage distribution is higher. 
Among those with higher education, the decline in segregation is slower. 
The new classification of occupations which includes greater detail has also 
shown the segregation to be higher than previously thought.

Figure 15. Index of dissimilarity, gender segregation  
in the labor force
Ages 54-30

Source: Hadas Fuchs, Taub Center. Data: Central Bureau of Statistics, Labor Force Survey.

23 The extent of occupational segregation in Israel is similar to the average in EU countries. 
In 2006, the index of dissimilarity for the population as a whole stood at 0.55, similar to the 
average in the EU countries (Bettio and Verashchagina, 2009).
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Looking more closely at segregation among academic degree holders 
and to contend with the change in occupation classification from 2012, we 
divided the occupations into four groups based on Goldin (2015). Goldin 
divided the 100 occupations in which wages are the highest in the United 
States into five groups — technology, business, healthcare, sciences, and 
other — and showed that the larger part of the wage gap was in the fields of 
technology and business. Her paper shows that the wage gaps are especially 
high in professions in which work hours are of importance. She argues that 
to close the wage gap, work methods will have to change to allow more 
flexible work hours to enable projects to be distributed among employees so 
that there is less dependence on the number of work hours. 

For the purpose of this chapter, we performed a similar (though not identical) 
division of occupations, assigning to its categories the groups of occupations 
in both classifications (before and after 2012). It is important to note that 
this analysis does not include all occupations, and most of the occupations 
included in it are academic (the list of occupations in each category appears 
in the online appendix). The four groups of occupations are technology and 
science, business and law, health and education. All the occupations included 
in the categories are in the upper part of the occupational classification 
system of the Central Bureau of Statistics (primarily categories 0-2 in the old 
classification and 1-3 in the new), and therefore they constitute a relatively 
small share of all employees: 41 percent of women and 38 percent of men in 
2015. Nonetheless, among academic degree-holders these rates are higher: 65 
percent of women and 67 percent of men.

Figure 16a shows the division into occupational groups of women and men 
degree holders, ages 30-54, over three time periods.24 In 2015, 28 percent of 
men were employed in technological and scientific occupations, as opposed 
to 10 percent of women (in the scientific occupations there was parity, but in 
the technological occupations, there was a large gap). A high percentage of 
women are employed in education — 26 percent as opposed to 8 percent of 
men — and in the financial professions and law there is a relatively high share 
of women: 16 percent of women and 25 percent of men with academic degrees.

An examination of trends over time shows that the share of women 
employed in education has dropped slightly, and the share of women 
employed in technological and scientific professions has not changed. It is 
important to remember that this refers to the relative share of all employed 
women, and, with the rise in women’s employment, the share of each group 
has increased relative to the population as a whole, but among employed 
women there has been no change.

24 In 2000 and 2011, the classification of occupations was identical, whereas in 2015 the 
division is based on the new classification.
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The change in women’s relative share in these groups over time 
(Figure 16b) has been slow. Most of the change has been in the business 
and healthcare occupations. Business occupations have become more 
egalitarian, while those in the healthcare field, which had a female majority 
from the beginning (especially due to the female majority in nursing and 
the therapeutic professions), have become even more feminized, primarily 
due to the accelerated entry of female doctors into the labor market. In the 
technological and scientific occupations and education occupations, there 
has hardly been any change, each remaining with its respective distinctive 
male (technology) or female (education) majority.

Beside the rise in the share of women employed in business occupations, 
there has been a rise in the share of women who are self-employed. The 
share of self-employed men has changed since 1995 and in 2015, it was 17 
percent. The share of self-employed women has risen from 6 percent in 1995 
to 10 percent in 2015.

Figure 16a. Occupation groups of individuals with  
an academic education
Ages 30-54, percent

Source: Hadas Fuchs, Taub Center.  
Data: Central Bureau of Statistics, Labor Force Survey.
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Figure 16b. Share of women with an academic education by 
occupation group
Ages 30-54

Source: Hadas Fuchs, Taub Center.  
Data: Central Bureau of Statistics, Labor Force Survey.

It appears that there is considerable occupational segregation in the 
labor market. Over the years there has been slow progress towards a more 
egalitarian labor market, but the change is appreciable mainly in specific 
fields. While women’s share of those employed in the business fields has 
risen relative to the past, in the technological professions — engineering and 
computers — they are still very much the minority, and the change over the 
years is hardly felt. The minority of women in these occupations is a direct 
reflection of their lower achievements in mathematics throughout school 
and the low share of women pursuing academic degrees in these fields. As 
was shown previously, in the engineering fields there are also indications 
that women refrain from studying and entering these occupations.

Furthermore, women who do acquire higher education in technological 
fields do not necessarily find work in these occupations in the labor market. For 
example, among women with a degree in computer sciences (women constitute 
26 percent of degree-holders in this field excluding those with degrees from 
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colleges of education), a relatively high share is not actually employed in the 
field. It was found that 11 percent of these women are employed in teaching, 
and 23 percent are in other fields. Together, this is a share that is 14 percentage 
points higher than the employment pattern for men with a similar degree 
(Figure 17). What the data reveal is that even after acquiring an academic 
degree, a substantial share of women seem to drop out of the field of computer 
sciences. 

Figure 17. Employment branch of computer science graduates, 2013
Ages 30-35, percent

Does not include graduates of academic colleges of education.

Source: Hadas Fuchs, Taub Center.  
Data: Central Bureau of Statistics.

What are the causes of the phenomenon of women dropping out of the 
computer sciences occupational field? There is, no doubt, any number of 
reasons for the scarcity of women in technological occupations, and further 
research will help clarify this question. A possible explanation follows.

Section 1 showed that women are employed in part-time jobs at higher 
rates than men, and even among those employed full-time, women tend to 
work fewer hours than men. There is variance among different occupations 
that belong to the same broad occupational classification. The variance is 
especially large in occupations in the healthcare field — doctors have the 
greatest number of work hours, whereas psychologists, for example, work 
relatively fewer hours.
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Figure 18 shows the average work hours for men and the gap in work 
hours between men and women in the most common occupations for those 
with higher education included in the abovementioned fields. In all the 
occupations, women work on average fewer hours than men. In the field 
of education, the average number of work hours is the lowest, for men and 
women alike, whereas in technology, science and finance the work hours are 
many. An examination of the difference between work hours by gender in 
the occupations shows that, in the field of technology, the gender difference 
in work hours is the lowest. In the business professions, the difference in 
work hours is larger, and the field with the largest gender gap in work hours 
is healthcare (where there is large variance in work hours between the 
occupations in the same group).

The results may be indicative of the reason for the rise in the share of 
women in the healthcare field — it includes work in shifts and facilitates 
flexible work, and it appears that it also allows women interested in doing 
so to limit their job post. In contrast, in the technological occupations, 
the gender difference between work hours is very small, and options for 
reducing job post seem limited. This fact may serve as a deterrent to women 
entering these jobs.  
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Figure 18. Average weekly work hours for men and difference in 
work hours between men and women, 2015
By occupation group, individuals with an academic education, ages 30-54
 

Source: Hadas Fuchs, Taub Center. Data: Central Bureau of Statistics, Labor Force Survey.
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Conclusion

In general, the labor market in Israel is becoming more egalitarian from 
a gender perspective. Women’s employment rate continues to rise, and 
Jewish women have almost reached the same level of employment as Jewish 
men. Likewise, the wage gap is trending down. In 2014, the gross wage gap 
stood at 39 percent, much of which can be explained by different employee 
characteristics. After controlling for different variables, and, in particular, 
the differences in work hours and in occupations, the wage gap drops to 13 
percent.

In calculations for ages 29-31, it was found that achievements in 
mathematics are also linked to wages and the gender wage gap. The gender 
gap at these ages is relatively low, and after controlling for employee 
characteristics and matriculation and psychometric scores, it drops to 
9 percent for the entire age group and 6 percent for those with higher 
education. Of the variables related to ability (matriculation and psychometric 
exam scores), the variables that make the largest contribution to the wage 
gap are studying mathematics at the five-unit level and scores on the 
quantitative part of the psychometric exam. An examination of the wage 
gap by occupations found large variance. Whereas in the educational fields 
a negligible wage gap was found, in fields like medicine and engineering, the 
gender wage gap is over 20 percent. Thus, most of the gap stems from the 
fact that women work fewer hours and the differences in their occupational 
choices, which have roots at a young age. The results shed light on the 
factors behind the higher overall wages for men.

In light of these findings, we examined the gender polarization in 
education and in the labor market. The data show that girls have lower 
achievements than boys in mathematics and scientific subjects already in 
their school studies, even though their overall achievements in matriculation 
are higher. Likewise, they are less likely to choose these as their major 
study fields. Although this trend has been declining over the years, it is still 
prominent, and it continues into higher education as well. Even though the 
share of women among degree recipients at all levels is at least half, their 
representation in technological occupations has remained low (alongside 
the rise in the share of women in the legal and medical occupations). The 
share of women studying computer sciences has not increased at all. The 
share of women studying engineering has risen, although the increase is 
concentrated primarily in the areas of biological, chemical and biomedical 
engineering – in contrast to the engineering areas that men choose.
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Occupational segregation is also apparent in the labor market where 
women are still employed at high rates in education and at very low rates 
in technological occupations. Even among graduates in computer sciences, 
a high share of women do not continue on to work in the field. The findings 
show that the part of discrimination in the wage gaps, if it exists at all, is 
small; differences are much more attributable to work hours and occupation 
choice. In order to continue narrowing the wage gaps, then action is 
required in these areas. First, it is necessary to increase awareness of the 
implications of academic field of study on wages. In many cases, women 
choose professions that are not highly remunerative, but with increased 
awareness, they may change their choices. Second, the contribution of 
mathematical abilities to wages, alongside women’s lower achievements in 
these fields of study from an early age, means that it is necessary to continue 
with programs to encourage girls and women to study scientific subjects. In 
addition, it is important to look at why women are not entering technological 
occupations, which are considered both prestigious and high paying. In light 
of the finding that in the technological occupations the work hours, for men 
and women alike, are relatively high, it may be assumed that this is one 
of the reasons that women avoid these fields. If this is the case, increased 
job post flexibility could encourage women to enter at higher rates. Work 
hours in Israel are already high, and men in Israel work four hours more 
per week than the OECD average. Long work hours may make it hard for 
parents to integrate work and family life. Harris-Ulshek (2015) showed that 
among 53 percent of married couples in Israel, child care is primarily the 
woman’s responsibility, and among 43 percent of couples, the division is 
egalitarian. At the same time, women continue to be responsible for most of 
the housework. Allowing flexible work hours for men and women alike, and 
promoting a more egalitarian division of responsibility for the housework 
and childcare, will enable women to enter these more lucrative occupations, 
bring their abilities to bear, and reduce gender inequality in overall wages.
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Appendix

Data and Definitions

In this work use was made of a number of databases. The following briefly 
describes the data and definitions that were used.

Income and Expenditures Surveys. The Central Bureau of Statistics Income 
Surveys were used until 2011; the Expenditures Surveys are used from 2012 
on and replaced the Income Survey. Until 2012, the Income Survey was used 
because the Expenditure Survey had small sample sizes. For more on the 
topic of the transition from the Income to Expenditures Survey, see Bleikh 
(2016) in this volume.

Central Bureau of Statistics data. A part of the calculations for this study of 
gender wage gaps and their implications were done on the basis of a unique 
database built by the Central Bureau of Statistics. It includes graduates of the 
Israeli education system for 1995 to 2010, with data on their matriculation 
scores, psychometric exam scores, academic education, and various data 
on their performance in the labor market. It includes only graduates of 
the education system, i.e., it does not include individuals who immigrated 
to Israel after concluding their high school studies. As such, it includes 
the number of work hours from the Population Census of 2008, since the 
performance in the labor market data do not include this information. For 
more on the database, see Regev (2016) in this volume.

The database includes the last year in which an individual studied. On 
the basis of this figure, we calculated the experience variable — the number 
of years elapsed since the individual completed academic studies, or years 
elapsed since concluding high school plus years of military service for Jews. 

The matriculation data include the number of units taken by the individual 
in each subject and the score summed on a ten-point scale. The calculation 
of the matriculation average and the scores on the matriculation exams in 
mathematics and English was done in the same way as it is for university 
admission: according to the number of units in each subject, where for 4 
units in a study major 10 points are added to the score, and for 5 units, 20 
points. In English and mathematics, respectively, 12.5 points and 25 points 
are added.
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Appendix Figure 1. Gender gaps in wages and work hours, 2014
For employees in full-time employment, OECD countries

Gender wage gap is defined as the difference between median earnings of men and women relative to the 
median earnings of men. Data are unadjusted and refer to full-time employees.

Source: Hadas Fuchs, Taub Center.  
Data: OECD.stat; Central Bureau of Statistics, Expenditure Survey 2014.
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Appendix Figure 2. Unexplained gender wage gap
Low skill level occupations, percent

Wage gaps for occupations with 0% are not statistically significant. 

Low skill level refers to the Central Bureau of Statistics classification 3-9 (1994).

Source: Hadas Fuchs, Taub Center.  
Data: Central Bureau of Statistics, Income Survey.
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Appendix Table 1. Factors influencing gender wage gaps, 
 using Income and Expenditure Survey data
OLS regression results, ages 25-64, dependent variable: log of wage

(1) wage gap in 2014 with no independent variable
(2) wage gap in 2014 controlling for independent variables detailed below
(3) wage gap in 2011 controlling for independent variables detailed below 
(same as (2))
(4) wage gap in 2011 controlling for occupation and economic branch at high 
detail level (2-digit) as independent variables

Independent variable 1 2 3 4
Male 0.394*** 0.156*** 0.164*** 0.133***
Experience - 0.038*** 0.034*** 0.036***

Experience ^ 2 - -0.001*** -0.001*** -0.001***
Arab Israeli - -0.198*** -0.253*** -0.216***
Immigrant - -0.207*** -0.218*** -0.187***
Weekly work hours (log) - 0.932*** 0.932*** 0.822***
Weekly work hours per month (log) - 1.079*** 1.101*** 1.081***
Years of schooling - 0.034*** 0.004 0.002

Years of schooling ^ 2 - 0* -0.004 -0.004
Married 0.101*** 0.114*** 0.079***
Occupation and economic branch: low level 
classification (1-digit)

+ +

Occupation and economic branch: high 
level classification (2-digit)

+

Year 2014 2014 2011 2011
Intercept 8.757*** 2.534*** 3.015*** 3.576***
Number of observations 8,360 7,952 13,989 11,715
R2 0.058 0.667 0.657 0.693

Significance level: * p<0.10; **p<0.05; ***p<0.01

Source: Hadas Fuchs, Taub Center.
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Appendix Figure 2. Factors influencing gender wage gaps,  
by Central Bureau of Statistics database
OLS regression results, ages 29-31, dependent variable: log of wage

(1) controlling for individual traits, overall age group
(2) controlling for individual traits and bagrut scores, overall age group
(3) controlling for individual traits, individuals with higher education
(4) controlling for individual traits and bagrut scores, individuals with 
higher education
(5) controlling for individual traits, bagrut and psychometric scores, 
individuals with higher education

Dependent variable 1 2 3 4 5
Woman -0.103*** -0.094*** -0.088*** -0.077*** -0.058***
Experience 0.088*** 0.078*** 0.107*** 0.097*** 0.107***
Experience ^ 2 -0.006*** -0.005*** -0.007*** -0.006*** -0.007***
Sector -0.009 -0.010 -0.006 -0.013 0.007
New immigrant 0.001 0.002 -0.006 -0.001 0.019
Haredi 0.049** 0.074*** 0.096 0.124* -0.151
Work hours (log) 0.563*** 0.567*** 0.513*** 0.521*** 0.533***
Months of work (log) 0.274*** 0.273*** 0.305*** 0.306*** 0.309***
Student 0.017 0.003  0.043 0.029 0.034
University graduate 0.033** 0.005 0.032** 0.008 -0.015
Bagrut certificate 0.084*** 0.007
BA degree 0.124*** 0.065***
MA degree or higher 0.219*** 0.155*** 0.106*** 0.100*** 0.115***
Years of schooling 0.081** 0.067** 0.088 0.079 0.149**
Years of schooling ^ 2 -0.001 -0.001 -0.001 -0.001 -0.003*
Bagrut average 0 0 0
Science bagrut 0.034*** 0.019 0.021
Bagrut score in math 0.001*** 0.001*** 0.001**
4 units in math 0.052*** 0.047** 0.018
5 units in math 0.111*** 0.110*** 0.051*
Bagrut score in English 0 0 -0.001*
4 units in English 0.019 -0.017 -0.032
5 units in English 0.048** 0.021 -0.032
Quantitative score in psychometric exams 0.002***
Verbal skills score in 
psychometric exams

0

English score in 
psychometric exams

0.001**

Intercept 4.709*** 4.856*** 4.760*** 4.833*** 3.856***
Dummy variable for 
occupation and economic 
branch (2-digit)

+ + + + +

Number of observations 13,409 13,053 6,617 6,453 5,476
R2 0.454 0.462 0.466 0.476 0.487

*p<0.10; ** p<0.05; ***p<0.01. Source: Hadas Fuchs, Taub Center.
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Appendix Table 3. Decomposition of the gender wage gap, 2008
Ages 29-31, including bagrut and psychometric exam scores, Blinder-Oaxaca 
decomposition

(1) controlling for individual characteristics, overall age group
(2) controlling for individual characteristics and bagrut scores, overall age 
group
(3) controlling for individual characteristics, individuals with higher 
education
(4) controlling for individual characteristics and bagrut scores, individuals 
with higher education
(5) controlling for individual characteristics, bagrut and psychometric 
scores, individuals with higher education

1 2 3 4 5

Overall gap 0.303 0.303 0.314 0.315 0.304

Endowment 0.200 0.204 0.234 0.243 02.36

Difference 0.124 0.112 0.100 0.090 0.060

Interaction -0.021 -0.014 -0.020 -0.017 0.008

Endowment (breakdown)

Experience -0.030 -0.024 -0.063 -0.053 -0.061

Arab-Israeli/immigrant/Haredi -0.004 -0.005 -0.001 -0.002 0.000

Job post 0.126 0.125 0.098 0.100 0.088

Education -0.020 -0.016 0.003 0.001 0.000

Occupation and economic branch 0.128 0.116 0.198 0.177 0.169

Bagrut scores 0.008 0.000 0.020

Bagrut and psychometric scores 0.040

Source: Hadas Fuchs, Taub Center.
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Developments in the Education 
System in the Last Decade

Nachum Blass and Yossi Shavit*

Developments in the education system need to be examined from a long-
term perspective (of at least a decade), because the fruits of the efforts and 
resources that are invested in the system are often visible only after a period 
of many years. The last decade as a whole is replete with positive trends, 
but there remain many areas, primarily in terms of educational and social 
gaps that have not narrowed, which the education system must work hard 
to improve.

Pupils

In the last ten years (between 2005 and 2015) the number of pupils in the 
education system grew by 25 percent. This growth was not uniform across 
the system’s different segments or over the course of time. While the growth 
rate of the Arab Israeli education system declined over the period, that of 
the Jewish education system increased although differentially across the 
different supervisory authorities (e.g., state, state-religious, Haredi). At the 
beginning of the period, the average growth rate of state education was 
essentially zero, while at the end of the period it had attained growth of 
about 3 percent per year. The growth rate of state-religious education stood 
at about 0.5 percent per year at the start of the period, reaching about 3.5 
percent per year at its end. The growth rate of Haredi education dropped 
from 7 percent per year to about 3 percent per year. These differences mean 
that the forecasts that Arab Israeli and Haredi pupils’ share of the education 
system would rise to 50 percent and above have failed to materialize, and 
these pupils now comprise about 45 percent of the formal education system 
(from preschool to grade 12).

* Nachum Blass, Principal Researcher in education, Taub Center. Prof. Yossi Shavit, Chair, 
Taub Center Education Policy Program; Weinberg Professor of Sociology, Department of 
Sociology and Anthropology, Tel Aviv University. 
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Budget 

Since 2005, the Ministry of Education budget has risen in real terms (adjusted 
to consumer price index) by 86 percent. This increase in the budget should be 
viewed against the backdrop of an increase of only 25 percent in the number 
of pupils. Their budget increase came as a response to several changes: the 
rise in teachers’ pay; implementation of the Compulsory Education Law 
for ages 3-4; increases in the number of learning hours per class and per 
pupil; reductions in the number of pupils per class (especially in the middle 
schools); and other steps to improve the education system.

Teachers 

The most prominent and dramatic change in the education system in the 
last decade is the transition of most of the teachers to an employment 
framework determined by the “Ofek Hadash” (with the Teachers Histadrut) 
and “Oz LeTmura” (with the Teachers Association) pay agreements. These 
agreements are much more than just pay agreements: they represent an 
essential change in the employment and promotion patterns of teachers. 
They have contributed to a rise in teachers’ pay in real terms and relative to 
other occupations in the Israeli economy and to teachers in OECD countries. A 
small share of teachers — those in recognized institutions that are unofficial 
and in the exempt institutions (e.g., the teachers in ultra-Orthodox schools 
and some of the teachers in secondary education) — are not included in the 
pay agreements, and the work in this area has yet to be completed.

Achievements

Pupil educational achievements are measured by three different tests in 
Israel: the Meitzav exams, in which all of Israel’s pupils are tested in grades 
2, 5 and 8; matriculation exams (bagrut); and international tests. The chapter 
on the consequences of the Dovrat Committee’s work (in this volume) 
indicates that in each of the Meitzav tests improvement is apparent in all the 
age groups and in all the subject areas examined.1 Although the improvement 
is not uniform across all subjects, age groups and sectors, it is significant. 
The change for the better is also striking in the bagrut exams. Many critics 
of the education system in Israel like to say that 50 percent of the pupils in 
each cohort are not eligible for a matriculation certificate. This assertion  

1  The Meitzav exams calibrated, so it is possible to compare scores between years.
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has long been incorrect. Since 2005, the rate of those taking matriculation 
exams from each cohort has risen from 74 percent to 77 percent, and the 
rate of those eligible for matriculation from each age cohort has increased 
from 46 percent to 56 percent. These numbers also need to be viewed in the 
context of the large rise (from 12 percent to 19 percent) during this period 
in the share of the Haredi and Arab Israeli population from East Jerusalem 
— two groups who choose not to participate in matriculation exams, each 
group for its own reason. On the other hand, in the international tests, 
average pupil scores have risen slightly in the last decade in Israel, although 
Israel’s relative standing among developed countries remains as low as ever.

The education system’s primary failure lies in its continued lack of success 
in contending with the problem of large achievement gaps between pupils 
from different population groups. These gaps often stem from difficult 
and lower socioeconomic backgrounds of pupils and especially those from 
the Arab Israeli and Haredi sector; they are exacerbated by a hesitant and 
inconsistent affirmative action policy. The welcome implementation of the 
Compulsory Education Law for preschool children, for example, was not 
accompanied by a parallel step of affirmative action: increasing the number 
of learning hours in preschool where the law was implemented; the addition 
of a second preschool teaching assistant was not differential according to 
socioeconomic background conditions; and the reduction of the number 
of pupils per class in the first and second grades was widely implemented, 
with no affirmative action on behalf of weak populations. Two years after 
the reintroduction of the differential budget standard per pupil in primary 
and middle schools, whereby a larger budget is allocated for pupils from 
weaker socioeconomic backgrounds, it has not yet yielded any real results in 
narrowing the budgetary gaps, as shown in the following table:
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Table 1. Allocation per pupil according to the Nurture Index and 
relative change
NIS thousand

School year Nurture Index Ratio of 
achievements

Weak Medium-
weak

Medium Medium-
strong

Strong

2011 16.069 16.416 15.170 14.506 13.4081 1.20

2013 17.176 17.356 16.599 15.398 14.614 1.18

2014 17.908 17.891 17.206 16.057 15.095 1.19

Change from 
2011 to 2013

1.07 1.06 1.09 1.06 1.09

Change from 
2013 to 2014

1.04 1.03 1.04 1.04 1.03

Change from 
2011 to 2014

1.11 1.09 1.13 1.11 1.13

Source: Ministry of Education, Budgetary Transparency site (accessed 6 Nov. 2016).

Calculations: Nachum Blass, Taub Center. 

Other topics that should keep all those who value the education system 
awake at night are the expressions of racism and intolerance toward the 
“other” (i.e., those who hold different nationalist, religious or ideological 
perspectives or backgrounds). The education system has not succeeded in 
curtailing these phenomena, which are influenced by the atmosphere in 
adult society. It seems, then, that the education system has taken significant 
steps forward, and much remains to be done.
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Twelve Years of the National 
Task Force for the Advancement 

of Education in Israel: 
What Has Changed? 

Nachum Blass*

Abstract

Twelve years have passed since the National Task Force for the Advancement 
of Education in Israel (the Dovrat Committee) submitted its recommendations 
to the government. During that time, the education system has gone through 
unprecedented change: the teachers unions have signed new agreements 
that changed their employment conditions and significantly improved 
their salaries; the Ministry of Education’s budget has grown in absolute 
terms as well as in terms of budget per pupil; the National Authority for 
Measurement and Evaluation and the “Avney Rosha” Institute for training 
school principals have been established; and after a lengthy teachers’ strike, 
there is slow progress towards reducing classroom crowding. These changes 
have been reflected in improved pupil achievement and higher satisfaction 
rates among teachers with their salaries and their status. In turn, there has 
been a rise in professionals seeking retraining in the field of education. 
This chapter surveys these developments in depth with an emphasis on 
comparing the committee’s recommendations to real changes in the school 
system and policy.

* Nachum Blass, Principal Researcher in education, Taub Center.
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Introduction 

The National Task Force for the Advancement of Education in Israel, better 
known as the Dovrat Committee, was established by the Government of Israel 
in September 2003. The committee was appointed by then-Prime Minister 
Ariel Sharon and then-Minister of Education Limor Livnat (in coordination 
with then-Minister of Finance Benjamin Netanyahu). The committee was to 
a large extent a response to widespread criticism of the Israeli education 
system, following what the public perceived as the failure of Israeli pupils 
in a series of international tests, especially TIMSS and PISA. In January 2005, 
the head of the task force (henceforth: the Dovrat Committee) submitted 
the report his team had worked on for 16 months (The National Plan for 
Education, 2004). 

From the beginning, the committee faced resistance from the teachers’ 
organizations and a lack of support (at times bordering on passive resistance) 
from the Ministry of Education’s senior bureaucracy. As the work of the 
committee progressed, the resistance increased, and became even stronger 
upon the publication of its recommendations. This resistance was back by a 
wide range of people on educational, professional and political grounds (for 
example, Inbar, 2006).1

The 13 years that have passed since the committee was appointed 
and the 12 years since it submitted its report are sufficient time to trace 
important developments in the education system and their connection 
to the committee’s work, whether intentional  or unintentional. The very 
establishment of the task force, the way it worked and the extent of its 
recommendations are unique and exceptional in the education system, 
and, therefore, examining the long-term effects of its recommendations is 
important and challenging.2 This chapter will be devoted to the description 
of some of the developments that occurred in the education system between 
2000 — three years before the committee was established — and the writing 
of this chapter (2016). It will examine whether there is a connection between 
findings and recommendations of the Dovrat Report and the developments 
that occurred in the education system, and if there is a connection, what is 
its extent. 

1  For further details on the background that led to the appointment of the Dovrat 
Committee, its letter of appointment, its composition, and the modes of its operation, see 
Blass (2012).

2 A similar event, albeit with a much more modest effect, was the publication of the report 
Planning Education for the 1980s, by Dr. Elad Peled (Peled, 1975).
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The findings described in this chapter indicate a measure of similarity and 
sometimes even correspondence between the recommendations and what 
actually happened, albeit with a lag of several years. This does not indicate 
a direct and immediate causal relationship between the committee’s work 
and recommendations and such developments. It can be argued that 
the same things would have happened anyway, or that the report and its 
recommendations had only a marginal impact.  Either way, this chapter 
examines which of the committee’s recommendations were implemented 
and which were not, and accordingly attempts to judge whether the 
committee’s work was a success or a failure. 

An overview of public committees in the 
education system

Before the main discussion of the Dovrat Committee, we ought to take a look 
at what Israeli history teaches us about expectations from the work of public 
committees, and the chances of their recommendations becoming operative 
planning documents.

The Israeli education system has seen more than a few public and 
professional committees. The most famous committee was probably the 
Rimalt Committee, comprised of members of the Israeli Knesset, which 
recommended extensive reforms. Following the report, the education system 
changed from a system with two educational tiers (eight years in primary 
school and four years in secondary school) to a three-tiered structure: six 
years in primary school, three years in middle school and three years in 
high school. The committee also recommended extending the Compulsory 
Education Law through the tenth grade and establishing integrated middle 
schools (Rimalt, 1971). Another committee, headed by Judge Etzioni, was 
appointed following a long teachers’ strike, and recommended significant 
changes in teachers’ working conditions (Etzioni, 1978). The later Adler 
Committee dealt with the subject of the long school day. The committee 
worked with researchers of the Taub Center, and its recommendations were 
accepted at the time by Prime Minister Benjamin Netanyahu, but were not 
fully implemented (Adler, 1996). Three other important committees dealt 
with science-technology education (the Harari Committee, 1992), Jewish 
studies in the state schools (the Shenhar Committee, 1994), and the subject 
of civics studies (the Kremnitzer Committee, 1996). To these one might add 
the committee headed by Miriam Ben-Peretz on matriculation exams (Ben-
Peretz, 1994); the Margalit Committee on special education (Margalit, 2000); 
and, of course, the Biton Committee for the integration of the heritage of  
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Middle Eastern Jews in the curriculum (the Biton Committee, 2016), which 
recently submitted its report. 

All of the committees mentioned were comprised of leading experts and 
educators in the relevant fields, and submitted extensive reports that were 
the fruit of intensive labor. What became of them? Are they really collecting 
dust on unknown shelves, as many people believe, or have some of them 
actually made a significant contribution to the development of the system? 
There is not enough space in this chapter for a review that would provide an 
adequate answer to that question. Some say that the Ministry of Education 
— or actually any other government body — makes cynical use of the public 
committees and the prestige of those who head them, and that the main 
purpose of establishing them is to put off urgent decisions, or to provide a 
stamp of approval for decisions that have already been made. There is no 
doubt that such uses are prevalent. However, in many cases the work of such 
committees or of ministry appointed task forces makes a real contribution 
to the public discourse, and sometimes even influences important decisions 
made by the heads of the education system, whether directly or indirectly. 
Examples to that effect are the wage agreements signed in the wake of the 
Etzioni Committee, changes in the matriculation exams following the Ben-
Peretz Committee, and the discussions of the long school day following the 
Adler Committee.

In any case, in order to reduce the frustration of those who have served 
in the past and will serve in the future on such committees, and to reduce 
the degree of public distrust in the results of their work, we must clarify the 
following: history indicates that a public committee operating outside of the 
official system is not and cannot be an operative planning body — even if the 
time and budget at its disposal are very generous. In order for a planning 
initiative by an entity as large as the education system to be realized, it has 
to occur within or in full cooperation with the system. 

An examination of the appointment of the Dovrat Committee, the 
modes of its operation, and the reactions to its recommendations 
(Blass, 2012), indicates that the activity of the Dovrat Committee was in 
keeping with the insights regarding the functioning of such committees.3  

3  During a discussion of the question “is comprehensive planning in the education system 
possible?” Shlomo Dovrat said that when Prof. Dan Gibton was asked to join the committee, 
he “prophecied” that at first the politicians would be enthusiastic, but once objections were 
raised their enthusiasm would wane, and finally they would have reservations. When Dovrat 
asked why it was still important for the committee to be formed, Prof. Gibton replied that 
research shows that between 50 and 70 percent of recommendations of public committee are 
implemented, if the committee works seriously, even if those who implement them do not 
necessarily give credit for their to the original proposers. 
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Therefore, the present chapter will not be a point-by-point comparison of 
recommendations (over 120) and their implementation, but rather we will 
ask to what extent the spirit of the report, the findings that arose over the 
course of its work, and its main recommendations, affected, and continue to 
affect, the Israeli education system. 

1. A change in the teachers’ terms of employment 

The most noteworthy change that occurred in the years 2005 to 2015 was 
the increase in the Ministry of Education’s budget. The first subject in this 
chapter, though, will actually be the changes that occurred during that 
period in teachers’ terms of employment. The reason for this reverse order 
is twofold: first of all, the teachers are the main people who carry the burden 
of education, and therefore any meaningful change in the education system 
must be reflected by a change in their working conditions. Secondly, the 
change that happened in their working conditions was the main cause of the 
budget increase.

The Dovrat Committee focused a great deal of its work on teachers’ working 
conditions and training. The main changes included in the committee’s 
recommendations (as expressed by dozens of sub-recommendations and 
sections) were as follows:

1. A significant wage hike, with an emphasis on raising the wages of 
teachers at the start of their careers;

2. A change in the structure of teaching positions, requiring teachers to 
be present in school between 36 and 40 hours a week and to divide that 
time between frontal teaching in the classroom, individual tutoring 
and preparation time;

3. A change in the promotion track, creating ranks would be contingent 
on meeting various conditions, rather than on seniority and education 
level alone;

4. An improvement in the teacher training process by transferring the 
teachers’ training institutions to the responsibility of the Planning and 
Budgeting Committee.
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The members of the task force hoped that these changes would 
significantly improve the quality of prospective teachers, their training and 
their ability to stay in the profession. The fear was that the changes would 
lead to massive resignations among veteran and good teachers, who would 
consider the new framework to be a real worsening of their conditions. What 
actually happened? Did the hopes materialize and were the fears proven 
true or false? 

The main changes in teachers’ terms of employment were anchored in 
the Ofek Hadash (New Horizon) wage agreements signed with the Teachers’ 
Union (Histadrut Hamorim) and which applied to all primary education 
teachers and some middle school teachers, and Oz LeTmura (Courage to 
Change), which applied to high school teachers and the rest of the middle 
school teachers. The signing of these agreements and the subsequent major 
changes in teachers’ working conditions happened only a few years after the 
report was submitted (the Ofek Hadash agreement was signed in 2008 and Oz 
LeTmura in 2011). The main reason for the delay was the disconnect between 
the Ministry of Education and the Minsitry of Finance and the teachers’ 
organizations at the end of Limor Livnat’s term. To a great extent that split 
was caused by the decision of the committee chairman not to formally and 
fully include the labor unions in the committee’s deliberations (although he 
did maintain ongoing contact with them and they were aware of all of the 
committee’s recommendations before they were published).4 Due to that 
decision and their feeling of exclusion, when the recommendations were 
presented to the teachers’ organizations they opposed them forcefully.

As a result of the delay in reaching an agreement with teachers and the 
gradual implementation of the agreements, the effects of the committee’s 
recommendations were felt belatedly. The delay can be seen by in that new 
teachers entering the system are still only a minority and the system has not 
yet fully adopted the essential changes that were proposed. Nonetheless, the 
first signs of change — in the area of teaching faculty on the one hand and 
pupil achievements on the other — are evident, even if they cannot yet be 
fully assessed and measured. The following sections will discuss the various 
changes that have occurred in the teachers’ status. The data is based on the 
most recent Central Bureau of Statistics information that is available.5

4 According to a talk by Shlomo Dovrat at the Van Leer Jerusalem Institute on June 30, 2015. 
He believes to this day that his decision was justified, because it enabled the committee to 
reach consensus on the report.

5 Main Trends in Teachers’ Training, David Maagan, Central Bureau of Statistics, review 
given at Levinsky College, Oct. 11, 2015.

State of the Nation Report: Society, Economy and Policy 2016120120



Teachers’ wages 

One of the Dovrat Committee’s main recommendations was to bring about 
a substantial change in teachers’ wages. The purpose of the proposed 
change was twofold: to raise teachers’ wages, which were abysmal, and to 
improve their status relative to employees in the marketplace as a whole, 
and especially in relation to employees in other occupations also requiring 
an academic degree. This change was actually the impetus that eventually 
led to the increase in the Ministry of Education’s budget. 

The decision to give teachers priority above other workers in the new 
wage agreements was made by the top echelon of the Ministry of Finance 
in agreement with the Histadrut labor union, who acknowledged the 
importance of the education system and its impact on the entire economy.6 
Recognition of the urgent need to improve teachers’ wages was based to a 
large extent on the cooperation between Ministry of Finance officials and 
members of the Dovrat Committee, as well as the direct connection between 
the committee’s chairman and the most senior government officials: 
from then-Prime Minister Ariel Sharon through then-Minister of Finance 
Benjamin Netanyahu, then-Minister of Education Limor Livnat and the 
ministry’s senior bureaucracy.

As the data show, there was indeed a very significant change in teachers’ 
terms of employment following the Dovrat Committee. According to Central 
Bureau of Statistics data, following the new wage agreements, the real wages 
of teaching professionals rose 32.2 percent between 2003 and 2013, whereas 
the real wages of the rest of the employees in the economy rose by only 8.4 
percent (Table 1).7 

6 This is documented in a letter from then-Ministry of Education Director General Yarom 
Ariav to the author of this paper from May 18, 2015. 

7 Most of the data about teaching personnel are based on Maagan (2015).  
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Table 1. Average monthly wage of teaching staff versus other 
employees in the labor market, 2003-2013
Real wages in 2003 prices, NIS

Nominal monthly wage Real monthly wage

Year Teaching staff Employees in 
the market

Teaching staff Employees in 
the market

2003 6,591 6,908 6,591 6,908

2013 10,509 9,030 8,716 7,489

Change 59.4% 30.7% 32.2% 8.4%

Source: Nachum Blass, Taub Center.  
Data: Central Bureau of Statistics Press Release, Trends in Teaching Wages, 2003-2013.

During that period, the real wages of male teachers rose by 24 percent, and 
of female teachers by 35 percent, whereas the wages of men and women in 
other occupations rose by 5 percent and 15 percent, respectively (Table 2).8 
This sharp rise  brought teachers’ wages to a higher level than the average 
wage in the labor force. Among men, the average wage of teachers was 8 
percent lower compared to other male workers in 2003, whereas in 2013 the 
situation reversed: teachers’ wages were 8 percent higher than the average 
of other male employees. As for women, the wages of female teachers were 
already higher than those of other female workers in 2003, but the difference 
grew from 21 percent in 2003 to 41.2 percent in 2013. 

8 David Maagan, Is Overall Planning Possible in the Education System? Planning Aspects of 
Teaching Personnel and Teachers’ Training seminar, Van Leer Institute, November 2015.

State of the Nation Report: Society, Economy and Policy 2016122122



Table 2. Average monthly real wages in teaching  
and in the labor market
NIS

Men Women

Teaching Market Ratio of 
Teaching: 

Market

Teaching Market Ratio of
Teaching: 

Market

2003 7,735 8,416 -8.1% 6,335 5,232 21.1%

2004 7,935 8,585 -7.6% 6,622 5,437 21.8%

2005 8,049 8,677 -7.2% 6,672 5,484 21.7%

2006 8,120 8,495 -4.4% 6,834 5,384 26.9%

2007 8,868 9,153 -3.1% 7,464 5,876 27.0%

2008 8,961 9,079 -1.3% 7,533 5,731 31.4%

2009 8,860 8,716  1.7% 7,564 5,745 31.7%

2010 9,150 8,630  6.0% 7,878 5,6760 38.9%

2011 9,194 8,518  7.9% 8,000 5,636 42.0%

2012 9,416 9,157  2.8% 8,328 6,056 37.5%

2013 9,598 8,860  8.3% 8,529 6,038 41.2%

Change 24% 5% 35% 15%

Source: David Maagan, Central Bureau of Statistics, 2015.

Despite this, the focus on wage gaps between teachers and other workers 
in the labor force is not sufficiently representative because the education 
level of teachers is higher than average. In order to paint a clearer picture, 
we must examine the disparities between teachers’ wages and those of 
employees with academic degrees employed in other occupations. Examined 
in this way, male teachers still earn much less than their counterparts with 
academic degrees (a difference of 27 percent in 2013), whereas female 
teachers earn 13 percent more than their academic peers (Maagan, 2015). 
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And what about wage per work 
hour? One of the most common 
arguments among teachers was 
and still is that the new wage 
agreements did not significantly 
improve their wages because the 
pay increases were linked to an 
increase in their number of work 
hours, which in effect offset the 
seemingly large wage increase. 
This argument does not take into 
account that following the wage 
agreements, teachers began to 
receive pay for work hours that 
they had previously not been 
paid for (such as preparation time 
and meetings), and, therefore, 
for comparative purposes, these 
hours must be added to the frontal 
teaching hours for which wages 
were paid in the past. An even more 
convincing rebuttal to the teacher`s 
claim is based on the comparison 
of wages per hour, taking into 
account changes in the definition 
of a full-time position (the number 
of working hours that is considered 
full-time). This comparison shows 
clearly that the real wage per work 
hour rose between 2003 and 2013 
by 7.3 percent among male teachers 
and by 19.8 percent among female 
teachers (Table 3). 

Figure 1. Average monthly wage
Teachers and others with a first degree, 
2013, NIS

Men Women Ratio of
Men:Women

2003 5,276 4,170 26.5%

2004 5,427 4,431 22.5%

2005 5,267 4,442 18.6%

2006 5,453 4,569 19.4%

2007 5,964 4,916 21.3%

2008 5,834 4,937 18.2%

2009 5,624 4,700 19.7%

2010 5,766 4,818 19.7%

2011 6,086 5,096 19.4%

2012 5,964 5,024 18.7%

2013 5,661 4,995 13.3%

Change 7.3% 19.8%

Table 3. Annual real wage per  
work hour, NIS

Source: David Maagan, Central Bureau of Statisics, 2015.

Fig 1

Average monthly 
market wage

Average monthly 
teaching wage

Men Women

11,573

16,327

10,283
9,088
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Another interesting comparison is the development in wages in Israel 
and other the OECD countries. This comparison indicates significant 
improvement in Israeli teachers’ wages relative to the OECD, which is 
even more notable considering the stagnation in teachers’ wages in many 
OECD countries. From 2005 to 2013, the real wages of teachers in primary 
school education in Israel rose by 26 percent, the wages of middle school 
teachers rose by 19 percent, and of high school teachers by 10 percent (the 
gaps between the different age levels reflect the different times that wage 
agreements were signed). 

Despite the sharp rise, teachers’ wages in Israel in terms of US dollars 
purchasing power parity (PPP) are still significantly lower than the average 
wage in the OECD. For example, the wage for a primary school teacher in 
Israel with an academic degree and 15 years of experience in 2014 was $28,281 
in PPP terms versus OECD average of $42,675. This is the gap in wages even 
after the increases and improvements mentioned above. 

Table 4. Changes in teachers’ wages
For teachers with an academic degree and 15 years of experience, fixed prices, 
Index year: 2005=100

Primary school Middle school High school

2000 2007 2013 2000 2007 2013 2000 2007 2013

Israel 99 103 126 99 102 119 100 102 110

OECD 
average

89 101 103 91 101 102 93 101 101

Source: Nachum Blass, Taub Center. Data: OECD (2015), Table D3.5a.

To summarize the discussion of teachers’ wages, it is interesting to 
look at data from the Central Bureau of Statistics Social Surveys. The 
surveys, conducted in the years 2005 and 2013, included questions on 
satisfaction from various aspects of work among members of different 
occupation groups. A comparison of the results found that in 2005 only 
33 percent of the teachers in primary school education and 49 percent 
of the teachers in secondary education were satisfied with their wages. 
On the other hand, in 2013, the figures were 59 percent and 63 percent, 
respectively (Central Bureau of Statistics, 2005; 2013). The drastic  
change can be attributed entirely to the new wage agreements signed 
during that period. 
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The patterns of joining, leaving and staying  
in the profession

As noted previously, one of the main goals of the national task force 
was to improve the quality of personnel in the education system, while 
simultaneously raising the profession’s prestige.  One of the committee’s 
grave concerns was a reduction in the number of new candidates entering 
the profession and a significant exodus from the profession by teachers, 
especially veteran ones, out of a perception of a worsening in their 
employment terms. Today, we have data that enables us to examine those 
hopes and fears.

The number of teachers. The number of teachers in Jewish primary 
school education increased between 2005 and 2015 at a higher rate than the 
number of pupils (the number of pupils rose by 23 percent, and the number 
of teachers rose by 30 percent — see Appendix Table 1). In middle school, the 
increase in the number of pupils and teachers was identical at 10 percent, 
and in high school, the situation was reversed: the increase in the number 
of pupils was 18 percent whereas the number of teachers increased by 12 
percent. In the Arab Israeli sector, the number of teachers in primary school 
education increased by 34 percent, whereas the number of pupils increased 
by only 18 percent. In middle school, the figures were 29 percent and 34 
percent respectively, and in high school, the number of pupils increased 53 
percent while the number of teachers increased by 67 percent (Figure 2). 
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Figure 2. New teachers
By education level taught

Source: David Maagan, Central Bureau of Statistics, 2015.

The reasons for the sharp increase in the number of teachers (and as will 
be shown below in the number of full-time positions) are mainly due to the 
large increase in the number of pupils, the increase in teaching hours, and 
efforts by the Ministry of Education to reduce overcrowding in classrooms. 
Each one of those causes contributed to the increase in demand for teachers, 
with the contribution of each factor changing periodically and differing 
from one education level to the other (Figure 3).
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Figure 3. Cumulative annual change in the components of the 
demand for teachers

Source: David Maagan, Central Bureau of Statistics, 2015.

Whatever the reasons, it appears that transitioning to the new work 
structure did not cause a significant walkout of teachers, and even to the 
contrary. The significant increase in the number of teachers indicates that 
the mass exodus of veteran teachers were not justified, and the changes 
were received well and even welcomed by the teachers.

Full- or part-time employment. The fear that teachers would reduce their 
hours of employment because of the new employment framework was 
also unfounded. Between 2005 and 2015, teachers in Jewish primary school 
education not only did not leave the profession because of the transition to 
a 36-hour work week, they even increased their work time from an average 
of 75 percent of a full-time position to 78 percent. In Arab Israeli education, 
the average position increased during that period from 80 percent of a full-
time position to 85 percent.9 In high school education, there was a relatively  

9 The calculation was made by dividing the number of full-time positions by the number 
of teachers (see Appendix Table 1). It is noteworthy that in the last three years there has 
actually been a minor trend to reduce employment hours at all age levels both among Jews 
and Arab Israelis. The reason might be the increase in the number of people wishing to join 
the profession.
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small phenomenon of decreasing job hours, but there the transition to the 
Oz LeTmura framework is still not complete and we must wait a few years to 
see the impact of the change. 

An interesting and noteworthy point is the large increase in the number 
of teachers and employment hours in primary school education in the Arab 
Israeli sector. This trend calls into question the claims of an oversupply 
of teachers in Arab Israeli primary education. If there were a surplus of 
teachers, one would expect a reduction in employment hours and not an 
increase (assuming that the Ministry of Education is working towards a 
more equal distribution of employment hours between teachers).10

Teacher attrition. One of the important indicators of teacher satisfaction 
from their work is attrition rates. As noted previously, concerns were raised 
in the deliberations of the Dovrat Committee that adoption of the committee’s 
recommendations would lead to a walkout of teachers from the profession. 
The primary fear was the retirement of veteran teachers, whose average 
wage increase was less than that of new teachers, and who were accustomed 
to their previous terms of employment. In this case, too, the concerns were 
unfounded. The number of teachers who left the profession in 2003 was very 
similar to the number of teachers who left in 2012, even though there had 
been a significant increase in the overall number of teachers. During the 
entire period, there were changes in the occupational attrition rate in both 
directions, and they were apparently affected by changes in the general 
economic situation (during economic recessions, dropout levels from 
teaching usually decline significantly). However, it appears that, in general, 
there was stability or even a slight decrease in attrition rates following the 
committee’s recommendations.

10 This subject is worthy of more thorough examination. On the one hand, there are 
numerous testimonies of a teacher surplus in the Arab Israeli sector, especially in the Galilee. 
On the other hand, statistical data about the actual increase in the number of teachers 
compared to the increase in the number of graduates of teachers’ training institutions 
indicate a different picture. Another very interesting point is the number of people accepted 
into teaching divided by teacher training frameworks. It turns out that among recipients 
of teaching certificates from the universities and teachers training institutions, the rate of 
those who actually are employed in the profession is higher among Arab Israelis than among 
Jews (although levels among Arab Israeli graduates have dropped whereas among Jews they 
have risen among university graduates and remained more or less stable among graduates of 
teachers training institutions). On the other hand, among academics who attended retraining 
programs for teaching, there was a significant drop in the share of those employed in the 
profession among Arab Israelis, whereas among Jews there was a significant rise, as we shall 
see. For data on rates of entering teaching see Appendix Table 4.
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Figure 4. New teachers and teachers leaving 

Source: David Maagan, Central Bureau of Statistics, 2015.

Teacher quality. There is no agreed upon method to measure teacher 
quality, but the most common way is by education level and seniority — the  
indexes examined here. Between 2005 and 2015, there was a continuous and 
significant rise in the education level of teachers, and, towards the end of the 
period, the share of teachers with academic degrees reached approximately 
90 percent for all grade levels in Jewish education, and was even higher in 
Arab Israeli education (Central Bureau of Statistics, Tables 8.4, 8.7 and 8.18). 
The share of teachers with master’s degrees is also rising steadily. This rate 
is still higher in the Jewish sector, but the growth rate in the Arab Israeli 
sector is much faster.

Seniority. Between 2005 and 2015, the average seniority of teachers in the 
Jewish sector rose slightly in primary school education (from 15.4 to 15.6 
years) and dropped in both middle school (from 18.1 to 17.4 years) and high 
school (from 19.6 to 18.9 years). In the Arab Israeli sector, there was a rise 
in seniority at all levels of education (see Appendix Table 1). Changes in 
average teacher seniority usually stem from the following trends: changes 
in the dropout rate from teaching (the lower it is the higher the average 
seniority), and changes in the demand for teachers that arise from growth 
in the system or an increase in teaching hours (the greater the demand  
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for teachers, the higher the number of teachers entering the system and 
the lower average seniority). Since it is difficult to isolate these influences, 
one can assume that minor changes in average seniority (as presented in 
Appendix Table 1) usually indicate relative stability. 

Therefore, the academic attainment and seniority data for teachers 
indicate stability and likely even a rise in the quality of teachers in the 
education system (as reflected by these two indexes).

Professional satisfaction

One of the results the Dovrat Committee wished to achieve was an 
improvement in the profession’s prestige and teachers’ job satisfaction. To 
that end, we compared the results of the Social Survey from 2005 to results 
from 2013 (as we did for the question of satisfaction with wages) and arrived 
at interesting findings:

Teachers appear at the top the list of occupations with high job 
satisfaction. According to 2013 data, teachers are more satisfied with their 
work than engineers, software developers, lawyers, and other professionals, 
and teaching is ranked third in satisfaction from among all professions (95 
percent in 2013 (Table 6) compared to 87 percent in 2005). It is important to 
point out that teachers are much more satisfied with their jobs than people 
who work in occupations where the average wage is much higher, including 
those occupations where having five matriculation units in math are an 
advantage (the term “five units in math” was used as an indicator of academic 
excellence in a widespread campaign by the Ministry of Education). Whereas 
among teachers 57 percent replied that they were “very satisfied” with their 
work, among engineers and architects only 36 percent were very satisfied 
with their work. Among software developers and application analysts, the 
figure was 47 percent, and for practical engineers and technicians it was 44 
percent. Among practical engineers in the IT industries — an occupation 
said to be suffering from a worker shortage where salaries are high — only 
34 percent were very satisfied with their work and the rate of employees 
who responded that they were “satisfied” or “very satisfied” was 88 percent, 
compared to 95 percent among teachers. In 2005, when the profiles of those 
who responded that they were “satisfied with their lives” were analyzed by 
occupation, it emerged that the share of teachers who responded positively 
was similar to the rate of engineers and architects, and higher than systems 
analysts and academic professionals in the various computer related fields. 
It can be assumed that levels of satisfaction have continued to growth with 
the general improvement in teachers’ terms of employment. 
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Between 2005 and 2013, teachers’ satisfaction ratings rose considerably: 
in the 2005 Social Survey, teachers came in 10th place for satisfaction with 
their jobs, while in 2013 they ranked in 3rd place. 

In both surveys, teachers were among the professionals whose fear of 
losing their jobs was among the lowest. In 2013, 75 percent of the teachers 
were not afraid at all of losing their jobs. 

Table 5. Job satisfaction by occupation, 2015
Selected occupations, percent

Occupation “Very  
satisfied”

“Satisfied “Very satisfied” 
and “satisfied” 
out of total in 
the occupation

Lecturers in higher education 85.0 14.1 99.1
Teachers (K-12) 56.7 38.4 95.1
CEOs 51.3 44.4 95.7
Managers in manufacturing, 
construction, 
and professional services

44.5 48.5 93.1

Practical engineers and technicians 43.9 45.2 89.1
Physicians and dentists 38.1 51.0 89.0
Engineers and architects 36.0 58.7 94.6
Lawyers 35.6 52.4 87.9
Nurses 34.3 51.8 86.1
Practical engineers, technicians in 
technology branch (ICT)

33.9 53.5 87.4

Accountants, economists, financial and 
investment advisers

33.5 52.4 85.9

Skilled workers in manufacturing, 
construction, agriculture, other

27.3 49.7 77.0

All 38.0 48.0 86.0

Source: Central Bureau of Statistics, Social Survey 2013.
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So far we have discussed the changes that took place among the teacher 
population as a whole. But it would be equally interesting to look at the 
changes that occurred in the teacher training institutions, and the trends in 
entering the field and retiring from it among new teachers.

The volume of applications to teacher training institutions. Between 2005 
and 2014, the number of graduates of various training teaching programs 
rose by 49 percent (Maagan, 2015. There appears to have been some problem 
with the 2009 data, which is exceptionally low).

Table 6. Graduates in teacher training institutions
By institution

Total 
training

First 
degree in 
teaching

Academic 
retraining

University 
teaching 
degree

Pupils in 
school 
(thousands)

2005 5,737 3,811 740 1,186 1,388

2006 5,293 3,685 569 1,309 1,407

2007 5,108 3,578 593 937 1,434

2008 5,759 3,891 869 999 1,449

2009 4,964 3,077 1,028 859 1,473

Change 13% 19% 39% 28% 6%

2010 5,755 3,194 1,705 856 1,509

2011 6,272 3,372 2,000 840 1,532

2012 6,943 4,034 1,788 1,121 1,565

2013 7,406 3,752 2,604 1,050 1,588

2014 8,572 4,428 3,087 1,057 1,618

Change 49% 39% 81% 23% 7%
Source: David Maagan, Central Bureau of Statistics, 2015.

Especially relevant to this chapter is the 2010 data, because it reflects 
the effect of the new work agreements (at least three years since signing 
Ofek Hadash) on the desire of individuals to enter the profession. In those 
five years, there was a significant rise in the number of graduates of teacher 
training institutions (from 5,755 in 2010 to 8,572 in 2014). The most significant 
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increase was noted among those applying for academic retraining programs: 
in 2014, an 81 percent increase in the number of graduates compared to 
2009, reaching more than four times the number in 2005. 

The number of new students in teacher training institutions also rose 
during that period: from 6,383 students in 2006 to 11,038 in 2014 — a 73 
percent increase (Figure 5)

Figure 5. New students in colleges of education

Source: David Maagan, Central Bureau of Statistics, 2015.

The dramatic increase in applicants with non-education academic degrees 
who chose to retrain for a career in teaching, requires deeper examination 
and explanation, which is not possible as part of the present discussion. The 
figures indicate that the number of adults seeking vocational retraining is on 
the rise. This may indicate that a large number of those pursuing a teaching 
career are people who already have work experience in another field who, 
for various reasons, now prefer to become teachers. The breakdown of 
retraining by sector is also surprising. Due to the difficulties Arab Israeli 
academics face in finding jobs consistent with their skills and education, 
higher numbers of Arab Israelis seeking retraining to be teachers might 
be expected. However, the breakdown by sector shows something quite 
different. The highest number of adults seeking professional retraining to  
be teachers is in Jewish state education. 

Despite the absence of substantial research, there are three possible 
explanations for the rise in the number of people seeking retraining as 
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teachers. The first is that the relatively steep rise in teachers’ wages improved 
their salary relative to other professionals. Second, the public is increasingly 
persuaded of the profession’s relative advantages of such as a higher level 
of job stability and more resistance to technological changes than other 
occupations. A third explanation is that this profession apparently offers 
feelings of satisfaction and self-realization that go a long way to compensate 
for the difficulties and the wages, which are still low compared to other 
academic professions.11

1. The number of those entering the teaching profession. The number of 
new teachers rose from 6,299 in 2005 to 9,991 in 2014 — a 58 percent 
increase. Since the numbers of those retiring hardly changed during 
that period (as will be shown in the following paragraph), the number 
of new teachers met the increased demand for teaching manpower 
created by the increase in the number of pupils, the decrease in the 
number of pupils per classroom, and the increase in teaching hours. 

2. Young teachers leaving the profession. Given the rising number of 
teachers entering the system, we must also examine attrition rates in 
the field. Dropout rates rose over the entire period, but remained more 
or less stable after 2008 with the signing of the Ofek Hadash agreement. 
It is interesting to note that the dropout rates increased specifically 
among graduates of teacher training institutions, whereas university 
graduates they remained more or less stable, and among graduates of 
academic retraining programs they even dropped (because most of 
the retraining graduates are relatively older, as mentioned previously, 
this might indicate that those who opt for retraining make more 
judicious and determined choices). 

11 The discussion of the consequences of the increase in the number of people with teaching 
certificates who have undergone professional retraining raises additional questions about 
the quality of those who seek retraining. Are their academic skills (at least) higher or lower 
than those of people who applied for teacher training institutions in the first place, or are 
they people who did not find work in the profession they chose originally? Is their teacher 
training better or worse? In light of the fact that principals seem to prefer teachers who 
choose teaching as their first choice and who received their training in teacher colleges , is 
it really right to transfer this function to the responsibility of the Planning and Budgeting 
Committee?
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Figure 6. Attrition rates (within three years)
By place of training and year of entering teaching

Source: David Maagan, Central Bureau of Statistics, 2015.

The quality of the new teachers and applicants to teacher training 
institutions. Regarding the cognitive skills of applicants to teacher training 
institutions, the picture is complex. Between 2005 and 2014, the average 
psychometric score of first-year pupils in teacher training institutions 
hardly changed, whereas the scores of pupils in the university education 
departments rose sharply.

Academic 
retraining

Teaching graduate
degrees

Retraining with 
teaching degree 
from university

20062005 2007 20092008 2010

Fig 6  Three year drop 
out rate

12.0

15.5

11.9

14.5
13.0 13.713.7

8.6

10.2

12.4

10.4

12.1
12.9 13.1

16.1

12.912.9

14.6
13.9

15.2

State of the Nation Report: Society, Economy and Policy 2016136136



Figure 7. Number of first-year teaching students
By psychometric score and academic institution

Source: David Maagan, Central Bureau of Statistics, 2015

Another way to evaluate the “quality” is to examine the recruitment 
source of new teachers. As mentioned previously, during the period under 
examination, the number of people with academic degrees from different 
areas who turned to teaching rose significantly. This can also show confidence 
and goodwill by people in other professions towards the education system, 
as well as indirect evidence of the maintenance, or even rise, in the “quality” 
of those choosing to teach (since among people with degrees in other fields, 
psychometric scores are usually higher than needed to study teaching).   

2. The development of the Ministry of Education’s 
budget 
Increase in total budget. Between 2000 and 2016, a significant revolution 
occurred in the Ministry of Education’s budget. The nominal budget grew at 
an unprecedented rate12 of 142 percent, and the real budget by 86 percent. 

12 Except during Yitzhak Rabin’s second term as prime minister, when there was a dramatic 
spike in investment in education in a single year.
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Figure 8. Ministry of Education budget
Without development budget, fixed and current prices, NIS million

Source: David Maagan, Central Bureau of Statistics, 2015.

The dramatic reversal in the government’s approach to budgeting the 
education system is particularly noteworthy considering that at the time 
the committee was established there was a sense of crisis in budgeting the 
education  system. This panic was apparent in the many press reports about 
“the numerous and frequent cuts in the education budget” — cuts that in 
most cases were minor or nonexistent.13  

How did this budgetary revolution happen? What made it possible and did 
the recommendations of the Dovrat Committee affect decision makers? As in 
many other areas, it is difficult to assess and quantify the effects of different 
factors on weighty political decisions. Various factors that are cited as causes 
may in fact be meaningless and serve as smoke screens that cover the real 
causes, while factors that are overlooked could be significantly influencing 
causes. The same is true in this case, in which we can only point to the high  

13 In the year before the appointment of the committee (2003), the Ministry of Education’s 
budget increased by 0.7 percent, and the number of pupils increased by 1.3 percent. In the 
year in which the committee operated, the ministry’s budget increased by 1.9 percent, and 
the number of pupils increased by only 1.7 percent. In the year after the committee’s report 
was submitted (2006), the ministry’s budget was cut by 2.8 percent and the number of pupils 
increased by 0.9 percent. That was the only year when there was a real budget cut, but in the 
following year the ministry’s budget increased by 3.8 percent, while the number of pupils 
increased by only 1.3 percent (see: Appendix Table 4).
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level of similarity between the committee’s recommendations and the 
measures that were actually taken, and see them as circumstantial evidence. 
Indeed, this evidence looks very substantial at first glance. 

Between 2007 and 2016, several developments occurred that each 
contributed in its own right to the budget increase, and all appear either 
explicitly or implicitly in key recommendations from the Committee’s 
report. The two main recommendations that required an addition of billions 
of shekels to the Ministry of Education’s budget were the signing of the wage 
agreements with two teachers organizations and the full implementation 
of the Free Compulsory Education Law for ages 3-4. The others were the 
reduction in the number of pupils per class, an increase in the Enrichment 
Basket to help restore the differential budget per pupil, and the addition of a 
second assistant to kindergartens. Each of these recommendations required 
the addition of between tens and hundreds of millions of shekels.

Even though the recommendation to raise teachers’ wages may have 
been the costliest measure proposed, the Dovrat Committee’s 2005 
recommendations avoided large additions to the Ministry of Education’s 
budget because its chairman wanted to prove that the recommended changes 
could be made within the existing budget (Blass, 2012). This approach is 
highlighted in the recommendations to chapter 6 of the Committee’s report:

“The budget outline is based on preserving the education budget, in a realistic 
way, at the 2003 level of public expenditure […] the budgetary outline assumes that 
education budget increases will match the natural growth of the population, and for 
the following five years, budgetary additions were greater than those detailed in the 
plan.”14  

Not increasing the overall budget was mistakenly interpreted (or 
deliberately so) by the committee’s critics as a recommendation to achieve 
maximal savings by massive teacher layoffs. Thus, it is clear why the plan 
to keep the existing budget alienated the two teachers’ organizations and 
led them to resist the committee’s recommendations fiercely. The resistance 
in turn led to a three-year delay in the implementation of the committee’s 
recommendations, and a deep hostility between the teachers’ organizations 
and then-Minister of Education Limor Livnat. The result was that the 
committee’s recommendations were actually frozen until the appointment 
of Prof. Yuli Tamir to the office of Minister of Education. The deadlock was 

14 According to Shlomo Dovrat, the committee’s recommendations included an additional 
NIS 11 billion over five years, but for tactical reasons this could not be highlighted. In 
practice, this was the sum that was added to the education budget.
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broken only after Tamir reached an agreement with then-Prime Minister  
Ehud Olmert on a NIS 5 billion addition to the Ministry of Education’s budget 
(an addition that increased later) (Tamir, 2013). The subsequent Minister of 
Education Gideon Sa’ar and his director general Shimshon Shoshani were 
careful to maintain the wage agreements with the Teachers’ Union, and 
managed to reach a similar wage agreement with the teachers’ organizations 
(Oz LeTmura) by allowing a further increase in the budget. 

The major strike by the Teachers’ Association, and the social protest 
movement of 2011, followed by the “Sardine Protest,” catalyzed the process 
of reducint the number of pupils per class and the addition of a second 
teacher’s assistant.

Increase in budget per pupil. An increase in the Ministry of Education’s 
general budget does not necessarily indicate a real increase in the budget 
available to the system, because we must take into account the increase in 
the number of pupils. In fact, from 2000 to 2015, the number of pupils in the 
entire education system grew by only 35 percent while the real budget grew 
by 86 percent. In primary school education, the increase was 31 percent, 
in middle school 16 percent, and in high school 27 percent. Even this 
comparison between the budget increase and the increase in the number 
of pupils can be misleading and, in order to examine whether there was a 
significant change in the budget inputs directly earmarked for educational 
activity, we must examine the budget increase per pupil — which in Ministry 
of Education terms is expressed by the number of weekly teaching hours 
per pupil. However, this is difficult to calculate because of changes in the 
structure of teaching job hours and the time lag between the signing of the 
wage agreements between the various teachers’ organizations. Therefore, 
we will examine a different figure related to the subject: the ratio between 
the number of pupils and the number of full-time teaching positions. 

As can be seen in Figure 9, the number of pupils per full-time teaching 
position dropped from 13.8 in 2007 to 12.7 in 2014 — a 9 percent drop. If 
we take into account that both the number of teachers and the average 
number of teaching hours grew considerably during that period, it is clear 
that the number of hours per pupil also rose — evidence of an increase in the 
educational input earmarked directly for pupils.
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Figure 9. Average number of pupils per teacher in a  
full-time position

Source: David Maagan, Central Bureau of Statistics, 2015.

Increase in the share of the education budget out of the entire state 
budget. An increase in the share of the education budget out of the entire 
state budget indicates government prioritization of education. As can be 
seen in the figure, there has been a large jump in the share of the state 
budget allocated to education since 2000.

The government’s increased investment in education during this period 
was impressive even compared to other OECD countries. Between 2005 and 
2012, both overall expenditure on education and spending per pupil in Israel 
grew at a much faster rate than they did in other OECD countries (Figure 10).

In what areas were the budget changes focused? The answer is found by 
examining the breakdown of the Ministry of Education’s budget between 
2005 and 2014. The biggest changes occurred at the preschool level where 
the budget rose by 38 percent (following the implementation of the Free 
Compulsory Education Law for ages 3-4) and in primary education (following 
the implementation of the Ofek Hadash wage agreement with the Histadrut). 
Another sector that enjoyed a substantial increase of its budget is special 
education. The budgets for primary and special education each rose by about 
20 percent over this period.
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Figure 10. Trends in education expenditure and number of pupils
Israel and the OECD, Index year 2005=100

Source: Nachum Blass, Taub Center.  
Data: Taub Center, A Picture of the Nation 2016 (updated).
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3. Developments in educational achievements15

This section will present the main data and changes in academic achievements 
of Israeli pupils in recent years, and examine the degree of correlation 
between these changes and the realization of the Dovrat Committee’s 
recommendations.

The Meitzav (nationally standardized tests) exams

According to the report by the National Authority for Measurement and 
Evaluation (RAMA), “the cumulative change between 2007-2008 and 2015 
indicates a rise in achievements in most of the subjects and grade levels and 
stability in the other subject areas” (RAMA, 2015). The rise in achievement is 
found both in grade 5 and in grade 8 in all the subjects that were tested, and 
is more prominent in grade 5 than in grade 8. However, there was a relatively 
rapid rise in scores between 2007 and 2011 and a stablilization in the years 
2014 to 2015 (no tests were administered in 2014). To show the significance 
of the Meitzav exam improvements, we should note that in the NAEP exam 
in the US, which to a large extent resembles the Meitzav in its objectives, the 
improvement in achievements in reading and math in grades 4 to 8 between 
2005 and 2015 was only between 1-2 percent. In Israel, on the other hand, the 
change in math in grade 5 between the 2008 and 2015 school years was 55 
points (11 percent), in English 33 points (7 percent), and in Hebrew 64 points 
(13 percent). In grade 8, there was an increase of 6 percent, 3 percent and 
8 percent, respectively. We are talking, of course, about national averages 
that do not express differences between sectors, the socioeconomic levels 
of schools, supervisory authority, and so on, but it is precisely these figures 
that emphasize the need to recognize the significant progress of the system 
overall, and the task of continuing the progress with greater emphasis on 
weaker groups and on reducing educational gaps.

15 Most of the contents of this section are based on Blass (2014).  The data about the Meitzav 
(nationally standardized tests) and matriculation exams has been updated, whereas the 
discussion of pupil achievements on international exams has largely been summarized and 
only the main results are presented here.
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Table 7. Average scores in reading and math, 2007 and 2015
Metizav exams in Israel, NAEP exams in the United States

Subject Average 
score 2007

Average 
score 2015

Change 
from 2007 
to 2015

Reading skills

Israel (grade 5) 492 537 9.1%

US (grade 4) 221 223 0.9%

Israel (grade 8) 500 558 11.6%

US (grade 8) 264 265 0.4%

Math skills

Israel (grade 5) 490 545 13.1%

US (grade 4) 240 240 0.0%

Israel (grade 8) 500 532 6.4%

US (grade 8) 281 282 0.4%

Source: Nachum Blass, Taub Center.  
Data: Ministry of Education; NAEP.

What caused the rapid rise in the first period compared to the relative 
stability in the second bearing in mind that the Ministry of Education budget 
increased continuously over the entire period? One possible explanation is 
that the budget increases relevant to the pupil population that participates 
in the Meitzav exams occurred primarily in the first period. The main budget 
growth for grades 5 through 8 (tested in the Meitzav exams) was in 2007 
to 2011, with the gradual move to Ofek Hadash. In these years the budget 
for primary education level rose by 42 percent, while from 2011 to 2014, it 
rose by only about 13 percent (since 2014, the budget for middle schools was 
combined with primary school budgets — a move that makes comparative 
analysis very difficult. In any case, grade 8 classes that are in the middle 
schools received a budget increase only in 2011, with the signing of the Oz 
LeTmurah agreement.)

An abstract by RAMA (2015) includes an indicator that determines when 
the change is small and when it is large (although it indicates annual change,  

State of the Nation Report: Society, Economy and Policy 2016144144



 
it appears to be useful for a multi-year perspective as well). According to  
the indicator, any change of over 20 points (4-5 percent compared to the 
previous status) is considered large, and any change of over 30 points (6 
percent or more) is very large. Using this indicator, it is apparent that, in 
most of the subjects, the change was very substantial.

These figures are national averages and do not reflect differences between 
sectors, socioeconomic levels of schools, school supervisory authorities, and 
the like. The figures highlight the strides that have been made in the system 
on one hand, and the need to continue that progress with an emphasis on 
weaker pupils groups and narrowing gaps, on the other.

Figure 11. Pupil achievement on the Meitzav exams
Overall school population, multi-year moving average
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Overall school population, multi-year moving average

Source: RAMA (2015).
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The matriculation exams

According to Ministry of Education figures,16 the share of pupils who 
qualified for matriculation certificates out of the entire cohort rose from 46 
percent in 2006 to 56 percent in 2015. That increase is substantial, and even 
more noteworthy considering the large increase in the number of boys and 
girls who are not studying the official state curriculum and do not take the 
matriculation exams (Haredim and Arab Israelis of East Jerusalem, whose 
rate out of the entire population increased from 12 percent in 2004 to 19 
percent in 2014).17 

Among the main groups of pupils who do take the matriculation exams 
(both the Jewish and Arab Israeli pupils in state and state religious education), 
the level of entitlement exceeds 75 percent among Jews, and 56 percent 
among Arab Israelis. It is important to stress that the level of entitlement for 
matriculation measured at the end of high school, which was 66.5 percent of 
all twelfth graders and 56 percent of the entire cohort in 2015, is not a final 
figure. A substantial number of those who fail matriculation exams at the end 
of grade 12 (25 percent) repeat the tests and earn the certificate after high 
school. The level of entitlement that correctly reflects the trends in terms of 
the education system (without Haredim and residents of East Jerusalem) is 
currently over 60 percent.18 Some argue that the rise in entitlement level is a 
result of decreases in the exam difficulty, but this claim has yet to be proven. 
We also know that the share of pupils in grade 12, the share of pupils in study 
programs of more difficult academic content (4-5 units in the Israeli terms), 
the share of pupils taking the matriculation exams, and the share of those 
who pass them — all objective, measurable metrics — have risen over the 
years which may indicate an actual improvement in the education system. 

16 Press release 1.8.2016 http://edu.gov.il/special/ExcellenceFramework/National-report/
Pages/tmuna.aspx.

17 The cohort of Haredim and Arab Israelis of East Jerusalem in 2014 includes 17,000 pupils 
in the Haredi sector, about half of whom attend institutions that do not prepare their 
pupils for matriculation, and another 7,000 pupils in East Jerusalem, most of whom study 
and take matriculation exams following the Jordanian curriculum. This must be taken into 
account when referring to the share of pupils who earned matriculation certificates out 
of the cohort. One must also bear in mind that half of Haredim go to schools that prepare 
them for matriculation exams. Out of Haredi pupils who go to schools that prepare them for 
matriculation, though, less than half actually take the tests, and out of those who do, only 
one-third actually qualify for matriculation certificates. 

18 One indication of the level of entitlement is that according to Central Bureau of Statistics 
data, 63 percent of the 25-34-year-old cohort had 13 years of education or more in 2012.
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Israel’s standing in international tests

From the perspective of Israel’s achievements in international tests, we 
can also note significant progress. The achievements of Israeli pupils in the 
TIMSS exam19 between 2007 and 2011 improved, both in terms of ranking and 
in terms of scores.20 Of the 21 countries that participated in all of the TIMSS 
tests for grade 8 since 1999, Israel is the country that improved its average 
grade most impressively. Its ranking also rose the sharpest, and the rate of 
pupils classified as “weak” dropped from 25 percent in 2007 to 13 percent 
in 2011. These results may not be astonishing when comparing the level of 
the achievements of Israeli pupils to the level of pupils in other countries, 
but they are certainly impressive when we talk about improvement in 
achievement within Israel. 

The results of the 2011 PIRLS tests21 were similar to the results of the 2011 
TIMSS exam. Israel came in 2nd after Iran in terms of improving its score, 
and 3rd after the US and UK in terms of improving its ranking. Here, too, 
Israel’s achievements are still low relative to most countries, but a definite 
improvement is evident.

In the PISA tests, Israel is in 4th place in terms of improving its pupils’ 
scores, out of only 10 countries (of a total of 26) who improved their scores. 
In terms of changing its ranking, Israel is ranked in ninth place, out of the 
12 countries that improved their ranking.22 Furthermore, if we look at the 
rates of pupils at the lowest levels of achievements in sciences, we see that 
Israel reduced that rate considerably (second only to Poland). If we look at 
the rate of pupils at the highest levels, here, too, Israel’s improvement was 
in the 3rd place (after Poland and Korea). In light of all of this, it does not 
appear that Israel’s situation — which, let us not forget, was poor in terms of  

19 In this test, which is the oldest of the international tests, pupils in grades 4 and 8 are 
tested in math and science. Israel only participates in the test for grade 8.

20 Such large leaps in scores and ranking are very rare, and are not often repeated in the 
following test. Upon the publication of these results a heated argument erupted regarding 
what led to the large jump in Israeli pupils’ scores and Israel’s ranking on the scale of 
international achievements, see Blass (2014).

21 The PIRLS tests examine reading literacy and are designed for a younger age group 
(grades 4 and 5).

22 It is noteworthy that the countries that stood out the most negatively were Australia, 
whose pupils’ scores dropped 29 points and whose ranking dropped from the 5th to the 9th 
place, and New Zealand, whose pupils’ scores dropped 37 points and whose ranking dropped 
from the 3rd to the 11th place. Since the early 1990s, these two countries have undergone far-
reaching educational reforms in the spirit of neoliberalism.
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its pupils’ achievements relative to the other countries in the early 2000’s — 
has worsened compared to other countries, and the contrary might be true. 

It is hard to determine whether there is a connection between the 
significant improvement in pupil achievements and the recommendations 
of the Dovrat Committee. However, the committee’s recommendations 
apparently did have an influence on the increase in resources available to the 
education system, on the number of teachers, and on working procedures 
in schools, expressed by a more consistent presence of teachers in the 
schools and the addition of hundreds of thousands of individual tutoring 
hours. The educational research literature unanimously agrees that the 
quality of educational personnel is the school factor with the most influence 
on pupils’ academic and educational achievements. Everything said to this 
point indicates that there was a major improvement in working conditions, 
wages and teacher satisfaction levels. Apparently, the quality of educational 
manpower in Israel has also risen as a result — even though at this point the 
improvement is most evident in primary and middle school, where the wage 
agreements were signed earlier. 

Opinions are more divided about the role of budgetary resources in 
improving achievements. There is full agreement, though, that a minimal 
threshold of budgetary resources is a necessary condition for the system to 
function well. It is important to note that the three pupil populations that 
received substantial resource investments achieved higher results than 
expected considering their socioeconomic profiles. This is most evident for 
pupils in the state religious education system, who in most areas and subjects 
reached similar achievements to pupils in Jewish state education, even 
though their average socioeconomic background profiles are lower than 
those of their counterparts in the state education system. One explanation 
is that pupils in the state religious education system have enjoyed higher 
budgets than their counterparts in the state education system for many 
years, both in terms of budget per class and in terms of budget per pupil, 
and they also study in smaller classes. The second group is Druze pupils, 
who attain much higher achievements than their Arab Israeli counterparts. 
Here, one explanation might be the decision to include all of the Druze 
communities in the long school day program, an advantage which their Arab 
Israeli counterparts did not have.

The third group is Ethiopian pupils who, as shown in a previous Taub 
Center study, over a short time reached similar educational achievements 
to those of the Arab Israeli pupils — a considerable achievement considering 
that the vast majority of their parents and some of the pupils themselves 
came to Israel only a few years ago. The investment per pupil of Ethiopian  
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origin is higher by orders of magnitude than the investment in other pupils, 
even pupils of the same “Nurture Index” level.

Of course there may be other valid explanations for the success of each 
one of these groups of pupils. However, one cannot ignore the long-standing 
budgetary priority these population groups have enjoyed and the possible 
impact of this on their achievements.

4. Organizational and institutional changes

The Dovrat Committee had both a direct, immediate impact and an indirect 
impact on some important decisions not previously reviewed.

The establishment of the National Authority for Measurement and 
Evaluation (RAMA). Until the committee was appointed, the Ministry of 
Education had an internal unit responsible for evaluating its activities 
and programs. Likewise, the Office of the Chief Scientist was responsible 
for initiating and ordering evaluation studies from external agencies. The 
Dovrat Committee recommended establishing an external and independent 
evaluation agency headed by a figure with academic standing and prestige. 
That recommendation was fully implemented with the establishment of the 
National Authority for Measurement and Evaluation (RAMA), which Prof. 
Michal Beller was called upon to head. Evaluation of the various activities and 
programs run and initiated by the Ministry of Education were transferred to 
its responsibility. RAMA also took responsibility for Israel’s participation in 
international studies. Following this development, the internal evaluation 
unit in the ministry was discontinued and the activities of the Office of the 
Chief Scientist were reduced. 

The founding of RAMA led to the institutionalization of the internal 
control and monitoring processes, which is exemplified best by the national 
Meitzav exams. These exams are standardized achievement tests which allow 
comparison of achievements over years — in reading, math, English, and 
science in grades 5 and 8, as well as questionnaires on the school’s educational 
climate.23 The Meitzav exams and responsibility for international tests may 
be the core of RAMA’s activity but are only part of their operations. Among 
its other activities are conducting research and monitoring the transfer to 
employment frameworks set forth by the new work agreements (employee  

23 Although there were national achievement tests in the past which began back when 
Prof. Yosef Bashi was the chief scientist, they were not calibrated, and did not permit an 
examination of progress from year to year. They were also not administered on a regular 
basis.
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satisfaction, use of the individual tutoring hours and so on), developing 
criteria for the promotion of teaching personnel, and developing criteria 
for the functional abilities of pupils with special needs. There is no doubt 
that the establishment of RAMA contributed significantly to the Ministry of 
Education’s quality of administration and operation by enabling its heads to 
rely on research-based data. 

Establishing the Israel Institute for School Leadership (Avney Rosha). 
The Dovrat Committee assigned great importance to the role of principals 
in the academic and educational process in the schools. The action-items 
that arose from the committee were the need to provide unique training, 
establish entrance thresholds for the job, and establish a separate wage 
scale. As part of implementing the recommendations, a new body called 
Avney Rosha was founded, whose job was to identify potential principals, 
train them for management, assist new principals, and provide support 
and professional enrichment to veteran principals. A senior educational 
figure, Ms. Yehudit Shalvi, was appointed to head Avney Rosha, and Mr. 
Yitzhak Danziger, one of the initiators of the Dovrat Committee and one of 
its members, was added to its Board of Directors as a representative of the 
Rothschild Foundation, and thus continued to represent the spirit of the 
Dovrat Committee in the institute. The Avney Rosha Institute has trained 
many hundreds of principals over the years and continues to contribute to 
strengthening the education system.

These two organizational and institutional developments can be directly 
attributed to the committee’s recommendations. In addition, we will explore 
two more indirect effects of the recommendations.

The establishment of the nonprofit Hakol Hinuch for the Advancement 
of Education in Israel and the appointment of Rabbi Shay Piron as 
Minister of Education. One of the most active and prominent members 
of the Dovrat Committee was Rabbi Shay Piron, who was the principal of 
a religious girls high school in Petach Tikva at the time of his appointment 
to the committee. During the committee’s work, a strong friendship and 
mutual appreciation grew between him and the committee chairman, which 
eventually led to establishing the Hakol Hinuch nonprofit organization and 
the appointment of Piron as its director. The organization made its goal to 
garner public support on several issues: reducing educational gaps, passing 
a public education law, promoting the status of the professions of teacher 
and principal, and leading high profile public campaigns on several issues.  
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The organization drew public attention to the issue of the discriminatory 
treatment of Ethiopian pupils in state religious education in Petach Tikva, 
and marshalled a widespread lobby in support of passing the Public Education 
Law. These campaigns contributed to Rabbi Piron’s rise as a public presence 
and as a leading educational figure in the Yesh Atid (political party) list, as 
well as his subsequent appointment as Minister of Education. 

During the short time he served as the Minister of Education, Rabbi 
Piron tried to promote the issues that arose in the Dovrat Committee’s 
deliberations and were reflected by its recommendations, such as changes 
in curriculum content and a return to the differential per pupil budgeting 
method. Ultimately the recommendations of the team established by Rabbi 
Piron did not significantly change the existing budgeting method, but 
added about 50,000 net hours to the Enrichment Basket (a supplement that 
the Ministry of Finance undertook to budget) and another 100,000 hours 
diverted from other items in the Ministry of Education’s budget, some of 
which were “transferring from one pocket to another.”24 The final results 
of this process are yet to be determined. It remains to be seen whether the 
significant 50 percent prioritization between the weakest pupil and the 
strongest pupil is indeed created, as recommended by the interministerial 
team that examined the subject.25 

Transferring responsibility for the teacher training institutions 
to the Planning and Budgeting Committee. One of the committee’s 
most important recommendations was to transfer responsibility for the 
operation and budgeting of the teacher training institutions to the Planning 
and Budgeting Committee. This recommendation was not unique to the 
committee and was made frequently in other places as well. However, the  

24 For instance, the decision to reduce the compensation for class size significantly reduced 
budgeting for the Bedouin sector, whereas the supplement to the Enrichment Basket added 
many hours to that sector.  

25 However, one can say that the Dovrat Committee’s approach to the desirable size of the 
gap between the weakest and strongest pupil was accepted in principle, and is expressed 
both by the systemic program for the economic integration of the Arab Israeli community 
(July 2016, p. 86) that sets forth a target of a 60 percent gap between the weakest and the 
strongest pupil, and by the draft of the Economic Arrangements Law, that talks about 
expanding the differential standard method to the high school level, and cites a target gap of 
50 percent. Another budgetary recommendation of the Dovrat Committee, that occasionally 
appears on the public agenda, is cancellation of the matching system that provides for a 
uniform contribution to government budgets in certain educational expenditures by the 
local authorites. The recommendation calls for replacing this system with a differential 
contribution depending on the local authority’s socioeconomic ranking.
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resistance to it, which was both practical and connected to professional 
prestige, did not allow for its realization. In the past few years, the proposal 
has been gaining momentum and several institutions, including Beit Berl, 
Levinsky College and the Oranim College, are already in transition.

Conclusion

This chapter highlights the major changes that have occurred in the education 
system since the Dovrat Committee submitted its recommendations in 2005. 
Not all of the committee’s recommendations were implemented — several 
central recommendations were rejected due to education and political 
system considerations, and some were simply not carried out. Thus, for 
example, the recommendation to establish regional educational areas, 
which the committee members considered very central, was not even 
considered seriously in any forum. The committee members were apparently 
not aware that the relaitonship between local politics and education 
would make the proposal unfeasible. The (failed) attempt at cooperation 
between communities in other areas was also not taken into account by the 
committee members. The recommendation to operate the long school day 
in the entire system was not implemented either, even though changes in 
the structure of teachers’ employment hours could have made that possible. 
In addition, the Public Education Law, one of the cornerstones of the 
committee’s recommendations, got stuck in the Knesset and does not look 
as if it will be pushed forward in the foreseeable future. Among the other 
important recommendations not yet implemented, we can list the general 
core curriculum; maintaining pedagogical continuity by recombining 
middle and primary school; the pedagogical revolution for preschool 
(despite the implementation of the Compulsory Education Law for ages 
3-4); pedagogical revitalization and implementation of meaningful learning 
(although there are signs of movement in that direction); reorganization of 
the education system; and, streamlining and improving the effectiveness of 
the administrative bodies.

Along with the numerous recommendations that were not realized, the 
recommendations that were accepted and those which are in the process 
of partial or advanced implementation are important and significant 
landmarks in the history of the Israeli education system. The effort invested 
in the committee’s work, and especially the leadership and determination of 
its chair, are worthy of the appreciation and gratitude of everyone who cares 
about education in Israel. 
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Appendix

Appendix Table 1. Number of pupils and teachers and their 
characteristics, 2004-2015 school years

Primary school Middle school High school

2004-
2005

2014-
2015

Change
(%)

2004-
2005

2014-
2015

Change
(%)

2004-
2005

2014-
2015

Change
(%)

Jewish education

Growth in the 
number of pupils 
(thousands)

787 971 31.2 256 281 1.10 348 409 1.18

FTE 33,619 46,430 1.38 17,831 17,429 0.98 26,010 28,490 1.10

Total teaching 
staff

45,600 59,491 1.30 22.873 25,124 1.19 33,397 37,496 1.12

Academic level 
pay grade (%)

65.5 86.5 1.32 87.6 95.9 1.09 70.7 73.4 1.04

2nd degree or 
higher pay grade 
(%)

16.4 25.1 1.53 32.8 43.8 1.34 81.0 8.9 1.11

Part-time position 
as percent of FTE

0.74 0.78 1.06 0.78 0.69 0.89 0.78 0.76 0.98

Average tenure in 
teaching

15.4 15.6 1.091 18.1 17.4 0.96 19.6 18.9 0.97

Arab Israeli education

Growth in the 
number of pupils 
(thousands)

210,359 249,056 1.18 66,403 85,951 1.29 64,550 99,111 1.53

FTE 11,797 16,785 1.42 4,551 6,365 1.40 5,054 7,974 1.58

Total teaching 
staff

14,671 19,690 1.34 5,207 7,515 1.44 5,383 9,992 1.67

Academic level 
pay grade (%)

59.0 92.8 1.57 79.2 97.0 1.22 78.9 91.1 1.15

2nd degree or 
higher pay grade 
(%)

5.7 17.0 2.97 15.3 26.1 1.71 20.6 30.3 1.47

Part-time position 
as percent of FTE

0.80 0.85 1.06 0.87 0.85 0.97 0.94 0.89 0.97

Average tenure in 
teaching

11.9 13.8 1.16 13.4 13.9 1.04 13.4 13.5 1.01

Source: For pupils: Ministry of Education, http://meyda.education.gov.il/files/MinhalCalcala/
NetunimTashha4.pdf; for teachers, Central Bureau of Statistics, Statistical Abstract of Israel.
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Appendix Table 2. Rates of those entering teaching
By population group and academic institution type, percent

Teaching degree 
from university

Teaching degree Academic retraining 
program

Arab 
Israelis

Jews Arab 
Israelis

Jews Arab Israelis Jews

2005 85.4 69.5 89.8 73.4 83.4 67.4
2006 86.0 71.9 87.0 71.4 77.7 70.6
2007 87.0 69.7 79.1 73.0 76.0 73.9
2008 85.1 77.2 86.0 74.0 72.9 74.9
2009 83.1 77.4 84.1 73.4 64.9 74.6
2010 82.2 76.2 72.4 72.6 62.7 72.9
2011 83.3 788 73.5 71.2 50.0 76.8

Change (%) -2% 13% -18% -3% -40% 12%

Source: David Maagan, Central Bureau of Statistics, 2015. 

Appendix Table 3. Rate of growth in the number of pupils and 
budget and the difference between them

Year Growth rate: 
Pupils

Growth rate: 
Budget

Difference:  
Pupils - Budget

2002 1.9% 1.4% 0.5%

2003 1.3% 0.7% 0.6%

2004 1.7% 1.9% -0.2%

2005 0.9% -2.8% 3.7%

2006 1.3% 3.8% -2.5%

Source: David Maagan, Central Bureau of Statistics, 2015.

Data: Analysis of budget data.
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Household Expenditure on 
Preschools

Kyrill Shraberman and Nachum Blass*

Abstract

From 2003 until 2012, the average expenditure per child in preschool education 
(ages 2-5) rose by 43 percent. Beginning in the 2012-2013 school year, the 
Compulsory Education Law was fully implemented to include 3-4-year-olds, 
which resulted in a decrease of 3 percent in the average expenditure. It was 
found that for households with 3-4-year-olds only, the average decline in 
expenditure was less than the tuition fees, since most of those benefiting 
from the law’s extension were relatively well-off households. Households in 
the lower income categories already received government subsidies before 
full implementation of the law, so their expenditures did not change. The 
main accomplishment from the law’s full implementation was a rise in the 
number of 3-4-year-olds attending preschool. Although the expenditure 
burden is substantially lower among Arab Israeli households, the share of 
children in preschool from this sector is lower (79 percent in the 2013-2014 
school year) than in the Jewish sector (89 percent in the same school year). 
Despite the rise in public expenditure on preschool education, the resource 
allocation relative to GDP did not change. This resulted in a rise in the public 
sector share in place of the private sector in financing preschool education.

Kyrill Shraberman, Researcher, Taub Center. Nachum Blass, Principal Researcher in 
education, Taub Center.
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Introduction

Israel’s education system is, for the most part, operated and funded by the state 
and local authorities through the State Education Law and the Compulsory 
Education Law. For most of the state’s existence, the Compulsory Education 
Law applied to children aged 5 and over, except for special cases.1 However, 
in the 2012-2013 school year, the Knesset decided on full implementation 
of the law for all children aged 3-4, in keeping with the recommendations 
of the Committee for Socioeconomic Change headed by Professor Manuel 
Trajtenberg (hereafter the Trajtenberg Committee). The factor behind 
the decision to fully implement the law, after many delays through the 
Economics Arrangements Law, was the social protests of 2011, which aimed 
the spotlight on the economic burden borne by young families due to the 
high cost of living. Expenditures on preschool, especially in private settings, 
had a special place among the protesters’ demands, which found expression 
in the movement called “mechaat agalot” (“the Stroller Protest”).

This chapter looks at how the law’s full implementation affected Israeli 
households’ expenditures on preschool. The analysis covered daycare 
centers, private preschools, heder (in the Haredi, or ultra-Orthodox, 
sector), public preschools and afternoon programs (afternoon program 
expenditures were included in the study because the public institutions 
generally operate only until the early afternoon, and are supplemented by a 
system of afternoon programs and after school clubs).2 

1 The decision to extend the Compulsory Education Law to ages 3-4 was made many years 
ago, but was implemented only in part and only in localities and neighborhoods of low 
socioeconomic status. 

2 Compulsory kindergartens (for ages 5 and over) were not included in the study, as 
kindergarten registration for this age group had been compulsory for all since 2003, while 
registration for pre-compulsory “preschool” programs was instituted, as noted, only in 
recent years. Also, the preschool system contains private institutions as well as public ones 
(in contrast to the compulsory kindergarten system, which is mainly public), necessitating a 
different research approach.
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Figure 1 presents indices for average expenditure on educational 
programs at various levels, as well as indices for net income and consumption 
expenditure per capita, for the period 2003 to 2014.3 The figure shows that 
preschool expenditure increased by 40 percent, while per capita net income 
and consumption expenditure per capita rose by 25 percent and 30 percent, 
respectively. These data indicate that the relative burden of spending on 
preschool increased substantially during this period, both relative to all 
household expenditures and relative to household income. By contrast, 
parental payments for primary and post-primary education increased to 
a lesser degree than did household income and consumption expenditure, 
which is to say that the spending burden at these educational levels declined.

Figure 1.  Various indices
Index year: 2003=100

Source: Kyrill Shraberman and Nachum Blass, Taub Center.  
Data: Central Bureau of Statistics, Expenditure Survey.

3 The year 2003 was chosen as the starting year for a number of reasons. Firstly, in that 
year the Israeli economy began to grow again after the crisis of the second intifada, meaning 
that household income and expenditures were then at a nadir. Had the indices started in an 
earlier time period, the rates of change would likely have been more modest. Secondly, the 
years preceding 2003 witnessed a change in the way variables were defined in household 
expenditure surveys; the choice of this year ensures uniformity of definitions throughout the 
research period.
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The following sections will look at other breakdowns of household 
expenditures on preschool: by consumption level (consumption quintiles), 
geographic location and sector. This will make it possible to examine, in 
depth, the differences between Israeli society’s various population groups 
and to understand the disparities and their development between 2003 and 
2014. The impact on preschool expenditures of extending the Compulsory 
Education Law to 3-4-year-olds will be examined, both for the target 
population (households with children aged 3-4) and for other populations 
(especially households with 2-year-olds).

Literature review and data

The last few years have witnessed the publication of several studies that 
looked at household expenditure on education in Israel. These works were 
not necessarily concerned with expenditure on pre-compulsory programs, 
but they do constitute a major contribution to the study of education 
expenditures. The studies, carried out by the Central Bureau of Statistics, 
examined the level of household spending on education by cross-referencing 
data from two different sources: the Ministry of Education’s pupil file, and 
the Central Bureau of Statistics (CBS) Expenditure Survey. Cross-referencing 
makes it possible to determine precisely the amount of expenditure per 
child, and the educational sector of the preschool setting.

Heller et al. (2007) looked at total education spending per pupil in 
2003 for primary school pupils, and compared the expenditure share of 
households with that of the government and local authorities. They also 
assessed differences in education expenditure between types of supervisory 
authorities, and spending differences by household income level. Cohen-
Lerner and Mansour (2015) examined the expenditure levels of households 
with children in primary and post-primary frameworks in 2012. What 
distinguishes the 2015 study from the earlier one is the addition of post-
primary education, as well as an estimate of spending on education services 
(such as the purchase of books and notebooks, writing implements, computers 
and accessories, Internet services, and library memberships) — or in other 
words: the inclusion of household expenditures in areas of consumption that 
are directly or indirectly related to the household’s children. To a certain 
degree, this is an attempt to estimate the cost of “educational infrastructure,” 
i.e., a range of services and means of consuming knowledge and experiences 
or of enriching one’s inner life.

Brender and Strawczynski (2015) investigated the expenditures of 
households with children up to age 9 and analyzed spending on education  
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relative to current household income. The analysis included expenditures 
on different types of preschool, afternoon programs, primary school, and 
tutoring. In this chapter, education spending will be examined in relation to 
consumption spending — and not in relation to income, as was the case in 
the studies mentioned above.

Kaushal, Magnuson and Waldfogel (2011) looked at the impact of 
consumption expenditure on the level of spending on informal education.4 The 
rationale for examining this expenditure as a percentage of all consumption 
expenditures, rather than as a percentage of current income, is because 
households are assumed to base their consumption on permanent income, 
i.e., the permanent portion of their income, and not on current income 
which might also include variable or temporary elements. The permanent 
income hypotheses (Friedman, 1957) holds that individuals try to define their 
consumption so that it will not significantly change over different periods in 
their lives, even if their income changes due to factors beyond their control. 
Thus, they base their consumption on the “permanent” portion of their 
income, which depends on factors such as household members’ education, 
skills and ages, so as to minimize disruptions by uncontrollable factors (such 
as natural disasters or economic volatility). According to the hypothesis, 
financial consumption expenditures are an assessment of the permanent 
portion of a household’s income, meaning that an examination of the burden 
of education expenditure relative to consumption expenditure enables us 
to analyze the decisions that households make both given their current 
preferences (e.g., whether to invest in their children’s education rather than 
consuming in other areas), and given their expectations regarding the future 
(for instance investment in children’s education increases their chances of 
enjoying higher income later on).

Methodological remarks. As noted, this section will look at expenditure 
level per child in terms of various household attributes: economic 
ability, sector and area of residence (periphery versus center). In the CBS 
Expenditure Surveys, data for expenditure on preschool appear as an 
aggregate figure for each household, one that does not take into account 
differences in the number of household members between various groups in 
Israeli society. In order to control for these differences, the estimates offered 
in this chapter note both the average expenditure per child and the total 
household expenditure relative to the per capita consumption expenditure.

4 After-school activities, courses, tutoring, and the like.
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Another question that arises from the data is that of survey timing 

relative to the time of tuition payment. For methodological reasons, 
expenditure surveys estimate households’ expenditures over the three 
months that preceded the survey month, to give better statistical attributes 
when using the monthly estimates to make annual estimates. However, 
not all of the households with children in preschools that were included in 
the expenditure survey noted pre-school education related expenditures 
during the relevant quarter.5 Some households pay the entire year’s tuition 
in one payment at the start of the school year, so that if the survey was 
administered to a household during the spring, for instance, the data would 
show no expenditures in that category. A similar problem exists regarding 
households that (for whatever reason) defer the year’s payment until the end 
of the school year, but participated in the survey at the start of the school 
year. Thus, the figure “zero” in the expenditure item does not necessarily 
reflect the households’ average payment. As such, calculating the average 
expenditure solely on the basis of data for households with preschool 
expenditures will constitute the upper limit for estimating the average, 
while the total for all households with children of preschool age, even those 
not sent to pre-school, will constitute the lower limit. The estimate of the 
average that is presented in this section is midway between the two options: 
it includes only households with children in preschool, but also takes into 
account households whose expenditure figure is “zero.”

Ages covered. The population studied was limited to households whose 
children are in preschool and aged 2-5. The public preschool and daycare 
system accepts children from the age of 18 months, but the percentage 
of those aged 2 and under who are enrolled is not high. It was therefore 
decided to limit the children’s age to 2 years in order to focus the estimates 
on preschools and daycare centers and not on family childcare frameworks 
that accept babies from the age of 3 months.

Frameworks covered. Classifying preschools into public and private is 
not without its ambiguities. For example, the data on public preschools 
that appear in the Statistical Abstract of Israel include children in Haredi 
preschools, while the CBS Household Expenditure Surveys refer to Haredi 
preschools as private preschools. In general, there are two types of public 
institutions: official institutions and institutions that are recognized but not

5 The children’s enrollment in educational frameworks was established by averages of the 
“most recent school” variable in the CBS Household Expenditure Survey’s individual files.
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official (hereafter: recognized institutions). In the official institutions, 
budgeting and operations are the responsibility of government authorities 
(the Ministry of Education or local authority). Recognized institutions are 
operated by private entities or nonprofits (e.g., women’s organizations 
or organizations affiliated with various Haredi education streams), they 
receive funding from state authorities (the Ministry of Education or 
Ministry of Economy) and they have to meet requirements and are subject 
to supervision. Both types of public frameworks have subsidy mechanisms 
in addition to parental payments. The remaining institutions that do not fall 
within these categories are regarded as private, and have no tuition limits or 
mechanisms for payment subsidies.

In the public preschool system, the institutions are clearly differentiated 
by age range: daycare centers are for children aged 18 to 33 months, while 
the “pre-compulsory” preschools are for children aged 34 months to 5 
years. Among other things, this division stems from the fact that different 
governmental agencies are responsible for different age groups — the 
Ministry of Economy (formerly the Ministry of Industry, Trade and Labor) 
is in charge of daycare centers, while the Ministry of Education and local 
authorities are responsible for preschools. This division also manifests in 
parental payment levels. In the private system, by contrast, age distinctions 
are not consistent.

Despite the public-private distinction, changes in the public system 
(relating to, for example, parental payments and the availability of places 
in the various frameworks) also affect the private system. A special section 
will therefore be devoted to private institutions and their potential impact 
on average payment levels.

1. Education expenditure by quintile

Figure 2 presents the average monthly expenditure per child in preschools 
by household consumption quintiles.6 The findings paint a complex and 
unexpected picture. Trends in preschool expenditure are very similar 
between the highest and lowest quintiles, and also between the three middle 
quintiles. In the first and fifth quintiles, expenditure increased by a rate of 
27 percent between 2003 and 2011, while between 2011 and 2014, the rate 

6 Consumption quintiles were calculated in terms of financial expenditure per standard 
person, as weighted by the Central Bureau of Statistics. The population under examination 
is households with children aged 2-5 enrolled in preschools, by most recent educational 
institution of the child in the expenditure surveys’ individual file. 
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declined by 5-6 percent. In the middle quintiles, the increase in spending 
between 2003 and 2011 was greater on the whole (except for Quintile 4, 
where there was a special data problem that is explained below), while 
between 2011 and 2014 spending levels hardly changed, even rising slightly.

Figure 2. Average monthly expenditure on preschool per child
By consumption quintile, 2014 prices, NIS

Preschool settings include daycare centers, private and public preschools. Consumption quintiles per 
standard person in households with children aged 2-5 in preschool.

Source: Kyrill Shraberman and Nachum Blass, Taub Center.  
Data: Central Bureau of Statistics, Expenditure Survey.

The data presented above are surprising. The Trajtenberg Committee’s 
final report noted that the annual expenditure on education for children 
aged 3-4 reach nearly NIS 8,000 per year in public preschools. Since children 
are in programs for 10-11 months of the year, the Trajtenberg Committee 
calculated the monthly expenditure per child in public preschools to be NIS 
700- 800 per month before the implementation of the Compulsory Education 
Law for 3-4-year-olds. One might have expected that a reduction of NIS 700-
800 in monthly spending due to reduced tuition would have a large impact 
on household expenditures but, as noted, no such impact can be discerned. 
There are a number of possible explanations for this, which may apply 
separately or cumulatively to each of the income groups. 

Fig 2
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Figure 2. Average monthly expenditure on preschool per child
    By consumption quintile, 2014 prices

Preschool settings include daycare centers, private preschools, and public preschools.
 Consumptionquintiles per standard person for households with children aged 2-5 in a preschool
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• It is possible that at the same time that expenditures on education for 
3-4-year-olds declined in accordance with the law, there was a rise in 
spending on daycare centers and private preschools for 2-year-olds 
(this hypothesis will be verified later in the chapter).

• Paid services may have been added to the kindergartens (what is 
referred to as “supplementary curricula”) that did not exist before the 
law became applicable (this is a less likely possibility).

• Expenditure data for the lowest quintile are consistent with policy 
developments, as from that quintile’s perspective the universal 
implementation of the Compulsory Education Law produced a small 
decline overall for ages 2 to 5 and no change whatsoever for ages 3-4. 
Families in this quintile already had full or nearly full exemptions from 
tuition payments for their 3-4-year-old children, whether due to living 
in localities belonging to the lowest socioeconomic clusters (rankings 
1-2) or in neighborhoods where renewal or social service projects were 
in operation, or because their income levels were low.

• Families in the highest quintile were nearly all affected by the 
law’s universal implementation, as their high income levels had 
not previously entitled them to tuition subsidies (Appendix Figure 
6). However, it is likely that even after the implementation, these 
families were able to continue spending the same, or nearly the same, 
amount of money without compromising their well-being, and so they 
continued sending their children to private preschools that had not 
joined the Ministry of Education’s subsidy arrangement. It may also be 
that a small number of parents in this quintile live in localities with 
prior tuition exemptions, so that the average impact was smaller than 
expected. These explanations are also largely valid for Quintiles 2 and 
3, but with a lesser degree of likelihood than Quintiles 4 and 5, due to 
income and spending differences between quintiles.

• The trend that is hardest to explain is that seen in Quintile 4. In this 
quintile, the tuition subsidy’s impact ought to have manifested in 
significantly reduced expenditure but, as noted, there was actually a 
large increase in spending after the law’s universal implementation. 
There is no convincing explanation for this phenomenon, besides the 
fact that in this quintile, the number of instances of “zero” expenditure 
on pre-compulsory education in 2011 was exceptional compared with 
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2010 and 2012, meaning that the average expenditure for that year was 
lower than in the year before and after (see the discussion of the reasons 
for “zero” expenditure in the previous section). This is a reminder of 
the need for great caution when addressing the sample data, although 
these are the best data available.

In addition to differences in average expenditure on preschools, the 
quintiles also differ in their total expenditure levels. A look at the ratio 
between expenditure per child and per capita consumption expenditure in 
each quintile makes it possible to determine which portion of their spending 
families devote to preschools; that is, to what degree preschool expenditure 
constitutes a burden on the family expenditure budget (the share of 
preschool spending out of total consumption expenditure will be referred to 
hereafter as “the expenditure burden”).

As can be seen in Figure 3, the expenditure per child in preschool 
constitutes a substantial portion of per capita consumption expenditure in 
all quintiles. The preschool expenditure burden on households belonging 
to the highest and lowest quintiles is quite similar, and is low compared 
with the burden on the other quintiles. Also, although the level of spending 
did not change between 2011 and 2014, the expenditure burden declined 
substantially. The reason for this is that in the highest and lowest income 
quintiles there was a rise in incomes and, accordingly, in consumption 
spending. Although spending on preschools in the highest quintile is rather 
high in absolute terms, in relative terms (as a share of total expenditure) it 
is low, because total consumption expenditure is higher (Appendix Figures 
10 and 11).

Since 2011, the preschool expenditure burden has increased in Quintile 2 
to a level identical to the burden borne by Quintiles 3 and 4. This worsening 
of the burden is due to the fact that spending on preschools in this quintile 
increased faster than did consumption spending. In households belonging 
to Quintiles 3 and 4 the opposite occurred — a more rapid increase in 
consumption spending than in spending on preschool — and a consequent 
decrease in the preschool expenditure burden in these quintiles until 2014. 
The burden on the second quintile did not change over these years.
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Figure 3. Average monthly expenditure per child on preschool 
relative to per capita expenditure
By consumption quintiles

Preschool settings include daycare centers, private and public preschools.  Consumption quintiles per 
standard person in households with children aged 2-5 in preschool.

Source: Kyrill Shraberman and Nachum Blass, Taub Center.  
Data: Central Bureau of Statistics, Expenditure Survey.

The reason for the lowest quintile’s relatively low preschool expenditure 
is its more extensive use of the public system (especially for ages 3-4) which, 
through graduated government subsidies, tries to equalize the expenditure 
burden between the country’s less affluent and more affluent strata.

The question of when a burden is “equal” is an ideological one. Some feel 
that when the burden (the expenditure) relative to income or expenditure 
is identical, the outcome is socially equitable, i.e., an expenditure of NIS 100 
in a family whose consumption budget is NIS 1,000 has the same meaning in 
burden terms as does an expenditure of NIS 1,000 for a family with a budget 
of NIS 10,000. Another approach takes issue with this, as a family whose 
budget is NIS 1,000 and has to spend NIS 100 on schooling will be obliged to 
forego more crucial items in its household budget than a family with a NIS 
10,000 budget that spends NIS 1,000 on preschool.
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 Figure 3.  Average monthly expenditure per child on preschool relative to per
capita expenditure

   By consumption quintile

Preschool settings include daycare centers, private preschools, and public preschools.
 Consumption quintiles per standardized person for households with children aged 2-5 in a
preschool setting.
Source: Kyrill Shraberman and Nachum Blass, Taub Center.
  Data: Central Bureau of Statistics, Expenditure Survey.
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2. Education expenditure by sector and  
place of residence

Figure 4 presents the preschool expenditure burden on Jewish and other non-
Arab Israeli households (hereafter: Jews) and on Arab Israeli households.7 
The expenditure burden borne by a typical Jewish household is three 
times greater than the burden borne by a typical household in the Arab 
Israeli sector, even though Arab Israeli households have, on average, lower 
incomes. One reason for this is that the vast majority of children enrolled in 
preschools in the Arab Israeli sector are in public institutions. Many 3-4 year 
olds were exempt from tuition even before the law was fully implemented, 
due to belonging to clusters 1-2, while 2-year-olds attend daycare centers 
subsidized by the Ministry of Economy. Another possible reason is the fact 
that a higher share of households in the Arab Israeli sector that send their 
children to preschools have no payment data available for them.8 

Until 2006, the expenditure burden gap between Jews and Arab Israelis 
widened, due mainly to a more rapid rise in education spending relative to 
consumption spending among Jews (Appendix Figures 11 and 12). Since 2012, 
the disparities have been shrinking, due to an expenditure burden reduction 
in the Jewish sector.

The rising percentage of households with no preschool expenditures 
may be a sign that full implementation of the law, by sparing households 
additional tuition expenses, has encouraged them to send children to public 
preschool. If this is indeed the case, then had the law not been implemented 
these children would have remained at home.

7 The category “other” refers to adherents of other religions, or to those classified as 
“religiously unaffiliated,” who are not Jews.

8 Expenditure survey data alone do not satisfactorily answer the question of why it is more 
common to find a shortage of information on household payments to educational institutions 
in the Arab Israeli sector than in the Jewish sector. A lack of means can provide only a partial 
explanation, as the lack of expenditure data also characterizes Arab Israeli households 
belonging to the higher consumption quintiles. It may be that some preschools in the 
Arab Israeli sector are unofficial and unrecognized by the state authorities, as with Islamic 
Movement preschools, where parents pay only a symbolic fee.
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Figure 4. Average monthly expenditure per child on preschool 
relative to per capita expenditure
By sector

Preschool settings include daycare centers, private and public preschools.  

Source: Kyrill Shraberman and Nachum Blass, Taub Center.  
Data: Central Bureau of Statistics,Expenditure Survey.

Figure 5 shows the share of preschool expenditure in consumption 
spending by household place of residence: central Israel versus the periphery. 
Between 2003 and 2014, the expenditure burden borne by households in the 
center was greater, but the relative burden on households in the periphery 
increased more markedly. Up to 2007, there was no substantial change 
in the periphery burden, but 2008 ushered in an upward trend, with the 
expenditure burden stabilizing at a higher level. The reason for this is very 
likely an increase in the percentage of households in the periphery sending 
their children to private preschools (as demonstrated in Appendix Figure 4).

By contrast, households in central Israel showed an upward trend in 
the preschool expenditure burden up to 2007, followed by several years of 
stability and then a sharp decline after 2012 — after the law was implemented. 
Because the law’s implementation did not have a similar effect on periphery 
households and, as noted, those households’ expenditure burden actually 
increased over the past few years, preschool expenditure burden disparities 
between center and periphery declined during this period, especially in the 
years after the Compulsory Education Law was implemented for ages 3-4.
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 Figure 4.  Average monthly expenditure per child on preschool relative to per
capita expenditure

   By sector

Preschool settings include daycare centers, private preschools, and public preschools.
Source: Kyrill Shraberman and Nachum Blass, Taub Center.
  Data: Central Bureau of Statistics, Expenditure Survey.
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Figure 5. Average monthly expenditure per child on preschool 
relative to per capita expenditure
By area of residence

Preschool settings include daycare centers, private and public preschools.  Periphery includes the 
following districts: Safed, Kinneret, Golan; Kinneret; Jezreel; Acre; Jezreel Nazareth; Golan; Ashkelon; Beer 
Sheba; Judea and Samaria; Gaza (until 2005).

Source: Kyrill Shraberman and Nachum Blass, Taub Center.  
Data: Central Bureau of Statistics, Expenditure Survey.

The impact of the number of children per household

All of the analyses up to now have been normalized for household size, 
i.e., they did not take into account the effect of differences in household 
structure.9 It is interesting to look at household composition in the different 
groups. Figure 6a presents the average number of persons in households 
with children aged 2-5 enrolled in preschools by sector.  Over the years, the 
average number of persons in Arab Israeli households has declined, while the 
average for Jews has risen. It is reasonable to assume that these trends are 

9 The data were also broken down by place of residence (center versus periphery), but were 
highly correlated with the sector variable — since most Arab Israeli households live in the 
periphery while the majority of central Israel residents are Jews — and are therefore not 
presented here.
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 Figure 5.  Average monthly expenditure per child on preschool relative to per
capita expenditure

   By area of residence

Preschool settings include daycare centers, private preschools, and public preschools.
 Periphery includes the following districts: Tzfat, Kinneret, Golan; Kinneret; Jezreel; Acco;
Jezreel-Nazareth; Golan; Ashkelon; Beer Sheba; Judea and Samaria; Gaza (until 2005).
Source: Kyrill Shraberman and Nachum Blass, Taub Center.
  Data: Central Bureau of Statistics, Expenditure Survey.
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the result of declining fertility rates among Arab Israeli women and rising 
fertility among Jewish women over the past decade (Appendix Figure 5).

The data in Figure 6b show that, in addition to a significant decline in 
the number of preschool aged children in Arab Israeli households, there has 
been a slight drop in recent years in the average number of children per 
household belonging to the lowest quintile. This decline, though apparently 
due to the Arab Israeli households belonging to this quintile, appears to be 
much more moderate than the Arab Israeli-sector trend, while the Jewish 
sector — especially among Haredi households, most of whom belong to 
the lowest expenditure quintile — is actually showing increased fertility. 
By contrast, the rise in the number of children in the highest quintile is 
explained mainly by a rise in the number of children in Jewish households, 
which constitute a large proportion of the quintile. This figure indicates 
that the increase in Jewish women’s fertility also characterizes affluent 
households and not merely those belonging to the lower socioeconomic 
strata, in which the Haredi population’s share is relatively high.

Figure 6a. Average household size for households with 
preschool-age children
By sector, three-year moving average

Source: Kyrill Shraberman and Nachum Blass, Taub Center.  
Data: Central Bureau of Statistics,Expenditure Survey.
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Figure 6b. Average household size for households with 
preschool-age children
By sector, area of residence and consumption quintile

Periphery includes the following districts: Safed, Kinneret, Golan; Kinneret; Jezreel; Acre; Jezreel 
Nazareth; Golan; Ashkelon; Beer Sheba; Judea and Samaria; Gaza (until 2005). Consumption quintiles per 
standard person in households with children aged 2-5 in preschool.  
Source: Kyrill Shraberman and Nachum Blass, Taub Center.  
Data: Central Bureau of Statistic, Expenditure Survey.

3. The impact of extending implementation of the 
Compulsory Education Law to ages 3-4

As noted in the Introduction, the research period witnessed a major policy 
change with regard to pre-compulsory education: the Compulsory Education 
Law was extended to include all children aged 3-4. This expanded coverage 
came in the wake of recommendations by the Committee for Socioeconomic 
Change (the Trajtenberg Committee), which convened after the social justice 
protests in Israel in the summer of 2011. Although the protests were initiated 
in response to continual increases in the cost of housing, “the Stroller 
Protest” — a more focused demonstration consisting of parents of young 
children — was particularly notable for its many demands and grievances.
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The declared purpose of extending implementation of the Compulsory 
Education Law to 3-4-year-olds was to reduce parental preschool spending 
by granting full tuition exemption to children enrolled in preschools. 
Significantly increasing the number of places in public preschools, 
encouraging private institutions to accept supervision by government 
authorities, and offering benefits to those institutions in exchange for 
a commitment not to raise their prices for five years after entering into 
the arrangement were the means to achieve this goal. Before the law 
was implemented, pupils from the lower socioeconomic strata enrolled 
in daycare centers for 2-4-year-olds were eligible for subsidies from the 
Ministry of Economy or the Ministry of Social Affairs and Social Services, 
based on income. Today, following implementation, this arrangement 
is valid only for 2-year-olds, while for 3- and 4-year-olds, all payments 
for regular activity (before afternoon hours) come out of the Ministry of 
Education budget.10 The Ministry of Education bears responsibility both for 
providing the services to the public and for ensuring the services’ quality. 
However, in public preschools — as in the daycare centers and preschools for 
2-year-olds — there are additional charges for enrichment activities (parties, 
outings and the like), meaning that even fully subsidized tuition for ages 3-4 
does not entirely do away with parental preschool payments.

Children are placed in public daycare centers from the age of 18 months, 
and in preschools from 33 months, depending on availability. In cases of 
over-registration, admission committees convene to decide which children 
will attend the given public institution (priority is given to low-income 
households and to older children).

This section will look at the change in placement numbers at public 
preschools for 3-4-year-olds, the law’s target population. Following this, the 
average expenditures of households with children enrolled in preschools 
will be analyzed by children’s age, to determine how the target population’s 
expenditure was affected, and whether policy changes affected other 
populations as well.

10 Ministry of Economy subsidy of institutions for 2-year-olds is more substantial than that 
provided for ages 3-4, as the expenditure on preschools for this age group is higher. Until the 
2012-2013 school year, the government subsidy for ages 3-4 in localities and neighborhoods 
not covered by the Compulsory Education Law was more limited, and given only to families 
with per capita incomes of less than NIS 2,500 (at 2014 prices). The percentage of those who 
received the subsidy intended for 2-year-olds was larger, and this was offered to households 
with per capita incomes of up to NIS 5,300 (at 2014 prices, Appendix Figure 4).
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Figure 7. Children attending public preschool, ages 3-4
By sector, percent

Source: Kyrill Shraberman and Nachum Blass, Taub Center.  
Data: Central Bureau of Statistics, Statistical Abstract of Israel, Tables 2.3, 8.5.

Parental payments. An analysis of the average preschool expenditure for 
ages 3-4 only13 (Figure 8a) shows an 11.5 percent decline in the average 
payment, from NIS 926 in 2012 to NIS 830 in 2014. The expenditure decline 
is much lower than the full tuition amount that had formerly been paid, for 
reasons mentioned in the first section of this work (some parents did not pay 
tuition in the past either, and it is likely that the preschool operators took 
advantage of the tuition exemption to increase other payments). In contrast, 
the payments of households with 2-year-old children only, went up: from 
NIS 1,670 in 2012 to NIS 1,767 in 2014, a 6 percent increase. The payment for 
the law’s target population declined after implementation, while payments 
by households not belonging to the target population actually increased.

13 Expenditure data include education expenditure by household, not by individual. Due to 
this, we cannot identify the average expenditure per child of a given age in a household that 
has children of different ages. To work around this limitation, we focused on households with 
children in the 3-4 range only, or age 2 only (in the relevant sections).

Public preschool enrollment rates. The fundamental change that 
implementation of the Compulsory Education Law for 3-4-year-olds was 
meant to bring about was an immediate increase in the preschool pupil 
population. To meet the demand, considerable resources were allocated 
for the massive construction of preschools, expanding access even in 
places where all 3-4-year-olds were supposed to have been accommodated 
before the law’s full implementation. Since the vast majority of 5-year-olds 
are already in public kindergarten with just a few still in preschool, the 2 
and under age group is the main child population not directly affected by 
implementation of the law.11  

Figure 7 presents the rates of placement of 3-4-year-olds in public 
preschools between the 2009-2010 and the 2013-2014 school years. We can 
see that two years after the law was implemented, the Jewish placement rate 
had indeed increased by 9 percentage points, from 80 percent of all children 
in this age group in 2009-2010 to 89 percent in 2013-2014.12 In the Arab Israeli 
sector, there was an even more notable increase during that period — 12 
percentage points (from 66 percent to 78 percent).

11 The 2 and under age group may have been affected indirectly, due to increased disposable 
income, as will be shown.

12 See an in-depth discussion of this topic in this chapter’s online appendix.
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Figure 7. Children attending public preschool, ages 3-4
By sector, percent

Source: Kyrill Shraberman and Nachum Blass, Taub Center.  
Data: Central Bureau of Statistics, Statistical Abstract of Israel, Tables 2.3, 8.5.

Parental payments. An analysis of the average preschool expenditure for 
ages 3-4 only13 (Figure 8a) shows an 11.5 percent decline in the average 
payment, from NIS 926 in 2012 to NIS 830 in 2014. The expenditure decline 
is much lower than the full tuition amount that had formerly been paid, for 
reasons mentioned in the first section of this work (some parents did not pay 
tuition in the past either, and it is likely that the preschool operators took 
advantage of the tuition exemption to increase other payments). In contrast, 
the payments of households with 2-year-old children only, went up: from 
NIS 1,670 in 2012 to NIS 1,767 in 2014, a 6 percent increase. The payment for 
the law’s target population declined after implementation, while payments 
by households not belonging to the target population actually increased.

13 Expenditure data include education expenditure by household, not by individual. Due to 
this, we cannot identify the average expenditure per child of a given age in a household that 
has children of different ages. To work around this limitation, we focused on households with 
children in the 3-4 range only, or age 2 only (in the relevant sections).
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Figure 8a. Average monthly expenditure per child on preschool
By age of child, 2014 prices, NIS

Preschool settings include daycare centers, private and public preschools. 

Source: Kyrill Shraberman and Nachum Blass, Taub Center.  
Data: Central Bureau of Statistics, Expenditure Survey.

When looking at the average preschool expenditure burden relative 
to total consumption spending, a similar conclusion is reached: since the 
law was fully implemented, the relative burden declined for families with 
children in the 3-4 age range only, but rose for households with 2-year-olds 
(Figure 8b).
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Figure 8b. Average monthly expenditure per child on preschool 
relative to per capita expenditure
By age of child, 2014 prices

Preschool settings include daycare centers, private and public preschools. 

Source: Kyrill Shraberman and Nachum Blass, Taub Center.  
Data: Central Bureau of Statistics, Expenditure Survey.

The differences in payments between the different age groups are 
not actually due to changes in preschool ownership (private or public), 
but rather to funding policy: ages 3-4 receive government funding of 
their tuition even if they are in private frameworks that meet Ministry of 
Education conditions. By contrast, households with children aged 2 only are 
not eligible for similar funding, and we may therefore reasonably assume 
that the increased parental payments for children in this age group are due 
to higher tuition in private preschools, and not to a rise in the enrollment 
rate (Appendix Figures 6 and 7).
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Afternoon program payments. The law assures full funding of parental 
payments for children’s participation in official public programs until 14:00, 
and in recognized but unofficial programs until 13:20. To enable children to 
remain in care after official hours, supervised public afternoon programs 
and after school clubs operate, with a variety of subsidy arrangements 
depending on the mother’s work-hours and the household’s per capita 
income. The subsidies range from NIS 250 to NIS 400 per month for children 
in afternoon programs or clubs. However, the subsidy covers only part of the 
cost, and parents are expected to make additional payments. Thus, the cost 
of afternoon programs for children aged 3 and up should be looked at as part 
of the parental payments.

Unlike daycare center and preschool expenditures, which were assessed 
for all households with children of the relevant ages who are enrolled in 
education programs, afternoon program expenditures will be examined 
only for households whose children are in preschools and who opted for 
afternoon program care (for afternoon program utilization rates, see 
Appendix Figure 8). Additionally, because afternoon program expenditures 
are calculated for the entire household, the relative share of afternoon 
payments for children of the relevant ages was calculated.14 Due to the low 
number of observations, households in the two lowest consumption quintiles 
were combined (Quintiles 1 and 2).

As Figure 9 shows, average afternoon program expenditures rose in all 
consumption quintiles between 2003 and 2014, and the lower quintiles 
displayed the greatest increase (38 percent in Quintiles 1 and 2, and 43 
percent in Quintile 3). In the higher quintiles, the average expenditure in 
2011 was lower than in 2003, but by 2014 it had risen substantially — by 25 
percent in Quintile 4 and by 51 percent in the highest quintile (compared 
with 2011). The total change between 2003 and 2014 was 5 percent for 
households in Quintile 4, and 31 percent for households in Quintile 5.

14 The allocation was made using the following calculation: each household with children 
of afternoon program age (ages 3 to 9) was broken down into children of preschool age 
and children at all other educational levels (compulsory kindergarten and primary school). 
Following this, each child was assigned his relative share of the afternoon program 
expenditure (his share of all of the children of afternoon-program age). 
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Figure 9. Average monthly expenditure on afternoon programs 
for children in preschool
By consumption quintiles, 2014 prices, NIS

Source: Kyrill Shraberman and Nachum Blass, Taub Center.  
Data: Central Bureau of Statistics, Expenditure Survey.

Figure 10 presents the average afternoon program payment per child 
(in this case as well the study population comprises only households for 
which data on afternoon program payments exist). Among households 
with children aged 3-4 only, a rise in the average expenditure was observed 
throughout the period, which intensified from 2012 to 2014: from NIS 419 in 
2003 to NIS 522 in 2012 and NIS 608 in 2014, for a total increase of 45 percent 
between 2003 and 2014. For households with children in primary school, 
the average afternoon program expenditure was NIS 473 in 2003, NIS 660 in 
2012, and reached NIS 693 in 2014 — a rise of nearly 47 percent between 2003 
and 2014. During that period, the percentage of households with afternoon 
program expenditures (hereafter: afternoon program utilization rates) also 
increased in both age groups, especially from 2011 onward (see Appendix 
Figure 9).
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Figure 10. Average monthly expenditure per child on  
afternoon programs
2014 prices, NIS

For children ages 5-9 in kindergarten and primary school.

Source: Kyrill Shraberman and Nachum Blass, Taub Center.  
Data: Central Bureau of Statistics, Expenditure Survey.

Overall — except for Quintile 3 — families behaved as expected: increased 
spending on afternoon programs is made possible (at least in part) by reduced 
spending on tuition. At the same time, despite additional government-
subsidized spaces in afternoon programs, the average expenditure on these 
programs rose. Since there was an increase both in the number of children 
utilizing afternoon program services and in the average expenditure per 
child, the unavoidable conclusion is that the increase in demand for afternoon 
programs was greater than the increased supply of such programs. Though 
less likely, the other possible reasons for rising afternoon program costs are 
the expanded array of services such as hot meals and enrichment activities, 
and, perhaps, longer hours (on the assumption that some programs offer 
several different part/full-time options).
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To a certain degree, afternoon program expenditures supplement 
expenditures on public preschools, which operate until the early afternoon 
only; many parents need afternoon services so that they can work full-
time. By contrast, the vast majority of private frameworks provide service 
throughout the day, including the later afternoon hours. To determine 
whether, on the whole, the status of households with children aged 3-4 
improved due to implementation of the Compulsory Education Law, we must 
compare expenditures on children in private preschools with expenditures 
on children in public preschools and afternoon programs. This ensures that 
we are looking at a similar number of hours per day for both types.15

Figure 11 shows the development of the average expenditure on education 
for ages 3-4 in the private and public systems. It appears that, in the years 
following implementation of the law, there was a decline in private preschool 
expenditure due to state subsidy of payments for the official, pre-afternoon 
hours. By contrast, there was a slight increase in parental spending on 
children in public preschools. The explanation seems to be that many more 
parents can afford to send children to afternoon programs, which enables 
them to work full-time or to increase their work hours, thereby raising 
household income at a higher rate than the afternoon program expenditure.

15 Household Expenditure Surveys do not assess service quality, but the assumption is that 
the quality of services provided by private preschools is very similar to that of services  
provided by public preschools.
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Figure 11. Average monthly expenditure payment per child  
ages 3-4 in public preschool for afternoon programs
2014 prices, NIS

Source: Kyrill Shraberman and Nachum Blass, Taub Center.  
Data: Central Bureau of Statistics, Expenditure Survey.

Another aspect of the Compulsory Education Law’s coverage of 3-4-year-
olds is highlighted by examining its impact on households of different 
economic statuses. As noted, affluent households were expected to be most 
affected by the law’s expanded implementation, as households in the lower 
socioeconomic strata already received preschool subsidies. Figure 12 shows 
the change for 2011 and 2014 in preschool expenditure among households 
with children aged 3-4 only, by consumption quintiles. As anticipated, the 
greatest drop in spending is seen among households in the highest quintile, 
with expenditure decreasing to lesser degrees as one moves downward across 
the quintiles, with almost no decrease seen in Quintile 1. This demonstrates 
that the implementation of the Compulsory Education Law was regressive in 
terms of distribution of benefit.
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Figure 12. Average monthly expenditure on preschool children 
ages 3-4 only
By consumption quintile, three-year moving average, 2014 prices, NIS

Consumption quintiles per standard person in households with children aged 2-5 in preschool.

Source: Kyrill Shraberman and Nachum Blass, Taub Center.  
Data: Central Bureau of Statistics, Expenditure Survey.

Conclusion

The rise in the number of children enrolled in public preschools and afternoon 
programs since the 2012-2013 school year, along with the overall decline 
in parental payments for preschool education, indicates that extending 
implementation of the Compulsory Education Law to the entire population 
has benefited parents of 3-4-year-olds. However, we can definitely put 
a question mark alongside the extent of the benefit. Parents who wish 
to work in a full-time job are still forced to finance a large share of their 
children’s preschool activities in the afternoon hours, and these payments, 
to a large extent, offset any gain from the reduction in preschool tuition. 
On the other hand, it seems that the increased expenditure on afterschool 
care stems from more demand which became possible when the tuition fees 
were lowered. Thus, although the reductions could have been greater, the 
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law’s implementation has allowed many more parents to work full-time, and 
consequently, to earn more than they did before. If these parents worked 
full-time before implementation, then the government subsidies in tuition 
fees were an added boon for them as well. In general, it can be said that the 
average expenditure for a 3-4-year-old in a public preschool has changed 
little since the law’s implementation, and the expenditure for private 
frameworks declined. At the same time, the array of services provided to 
3-4-year-olds has expanded, since many more children are now in preschools 
and afternoon care. The rise in the share of Jewish children in preschools 
since the law’s implementation is 9 percentage points and in the Arab Israeli 
sector, it is 13 percentage points. It is important to note that the expenditure 
burden for preschool in the Arab Israeli sector is one-third of the burden in 
the Jewish sector, apparently due to the larger number of Jewish children in 
private and more expensive preschool settings.

Beyond the overall improvement, it is noteworthy that most of the 
expenditure decline was enjoyed by households of higher socioeconomic 
standing, since less-affluent households received a variety of benefits 
before the full implementation of the law. Moreover, the relative preschool 
expenditure burden for households in 
the geographic periphery increased 
during the research period, nearly 
reaching the level of burden borne 
by households in central Israel. This 
burden increase in the periphery may 
be the result of a surge in demand for 
places in private preschools and their 
higher prices due to limited places 
in the public preschools or a rise in 
incomes and parental desire to send 
children to what they feel are better 
quality schools. 

It is important to note that 
implementation of the law was 
followed by reports of crowded 
preschool classes. The enrollment 
of non-toilet-trained children in the 
public preschools also contributed 
to increased teaching staff workload. 
This, in turn, caused some parents to 
demand additional staff. All of these 
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issues raise questions regarding the quality of service relative to years past, 
and call for in-depth scrutiny.

Beyond the positive impact that the law’s implementation has had at the 
individual level, we can say that the economy as a whole will benefit from 
the increase in preschool attendance which will ultimately lead to upgraded 
human capital — an outcome of the improved cognitive and social abilities 
shown by children who attend preschool compared to those who do not 
(Elango, Garcia, Heckman, and Hojman, 2015). Nevertheless, an analysis of 
the national expenditure per pupil in preschool education16 as a percentage 
of per capita GDP (Figure 13) shows no real change in resource allocation 
between 2011 and 2013, the year after the new policy was implemented. The 
increase in governmental preschool expenditure, alongside the stability of 
preschool resource allocation has resulted in a rise in the government share 
in the public expenditure of preschool education in place of the parents’ 
share (Figure 14). 

Figure 14. Financing of national expenditure on  
preschool education
Percent

Source: Kyrill Shraberman and Nachum Blass, Taub Center.  
Data: Central Bureau of Statistics,Statistical Abstract of Israel, Table 8.2.

16 Ages 3 and over, per OECD definitions.
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The disparities between Israel and the OECD in expenditure per 
preschool pupil suggest that spending on preschool education could be 
increased, although it is possible that differences in fertility rates between 
Israel and the OECD contribute to the disparities in resource allocation to 
preschool education. It is particularly important to emphasize that such an 
increase would require substantial new funding sources. Expenditure on 
preschool education can be seen as more of an investment, though, than an 
expenditure, since improving the skills (both cognitive and social) of young 
children improves their situation for many years to come. Improving the 
lives of children, along with additional social returns (like social-benefitting 
behavior and healthy lifestyle choices), will surely return the investment 
and even beyond (Elango et al., 2015). In any case, the question of whether 
social expenditure should be increased, and who should bear the burden of 
it, lie far beyond the aims of the present chapter. These questions should be 
part of a larger public debate regarding the degree to which individuals are 
responsible for their own well-being and for that of their children, and the 
extent to which citizens’ well-being should be the responsibility of society 
and the state.  
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Appendix 

Public framework placement rates
 
In this chapter, a preschool framework was considered public if it is operated 
by the state authorities (official framework) or by other entities that meet 
the conditions for recognition by the authorities (recognized but unofficial 
framework). Haredi-sector preschools fall into the recognized but unofficial 
category, and are therefore classified as public in Central Bureau of Statistics’ 
data (Statistical Abstract of Israel, Tables 8.4 and 8.5). In contrast, in the 
Expenditure Survey, Haredi frameworks are classified as private. To resolve 
this contradiction, the authors identified Haredi households and omitted 
them when calculating private framework enrollment rates.1 To determine 
the identification method's reliability, the method was used to identify 
Haredi households in the 2014 survey, and the results were then tested 
for compatibility with data on religious observance levels. The correlation 
between the survey data and the calculated identifying variable was 0.67.

Appendix Figure 1 presents the distribution of 3-4-year-olds in public 
preschools by educational stream. As the graph clearly shows, the share 
of children in the Haredi sector does not vary greatly between 2003 and 
2012, and actually declines between 2013 and 2015. These data indicate that 
even if the method used to identify Haredim in the Expenditure Survey was 
suboptimal, there is no reason to assume that the increased private preschool 
enrollment rate was due to a change in the percentage of Haredi children in 
Israeli preschools.

1 Households were identified as Haredi if the father of the family (first or second degree 
relative) is a Jew who studied in yeshiva. As it is uncertain whether these households actually 
belong to the Haredi sector, a better name for this group would be “yeshiva students.”
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Appendix Figure 1. Distribution of children in public preschools
By educational supervisory authority, ages 3-4, percent

Source: Kyrill Shraberman and Nachum Blass, Taub Center.  
Data: Ministry of Education, A Wide Perspective. 

Appendix Figure 2. Private preschool use among households with 
children in preschool
Percent out of all hosueholds, by consumption quintiles

Source: Kyrill Shraberman and Nachum Blass, Taub Center. 
Data: Central Bureau of Statistics, Expenditure Survey.
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Appendix Figure 3. Private preschool use among households with 
children in preschool
Percent out of all households, by area of residence

Children in preschool ages 2-5. Periphery includes the following districts: Safed, Kinneret, Golan; 
Kinneret; Jezreel; Acre; Jezreel Nazareth; Golan; Ashkelon; Beer Sheba; Judea and Samaria; Gaza (until 
2005). Consumption quintiles per standard person in households with children aged 2-5 in preschool. 
Source: Kyrill Shraberman and Nachum Blass, Taub Center. Data: CBS, Expenditure Survey.

Appendix Figure 4. Level of tuition subsidy in monthly payments 
for daycare and public preschools, 2014 prices, NIS
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Appendix Figure 5. Fertility rates for women ages 15-45
By sector, total number of chidlren throughout woman’s lifetime

Until 2006, Jews and other religions are grouped together.  
Source: Kyrill Shraberman and Nachum Blass, Taub Center.  
Data: Central Bureau of Statistics, Statistical Abstract of Israel, Table 3.14.

Appendix Figure 6. Rate of use of private preschools among 
households with preschool age children
Percent out of all households, by age of chidlren in household

Source: Kyrill Shraberman and Nachum Blass, Taub Center. 
Data: Central Bureau of Statistics, Expenditure Survey.
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Appendix Figure 7. Average monthly expenditure for a  
2-year-old in preschool
2014 prices, NIS

Not including Haredi households.

Source: Kyrill Shraberman and Nachum Blass, Taub Center.  
Data: Central Bureau of Statistics, Expenditure Survey.

Appendix Figure 8. Rate of use of aftercare and  
after school programs
Percent out of all households, by age of child

Primary school includes children in compulsory kindergarten (ages 5-9).

Source: Kyrill Shraberman and Nachum Blass, Taub Center. 
Data: Central Bureau of Statistics, Expenditure Survey. 
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Appendix Figure 9a. Average monthly per capita  
consumption expenditure
Consumption quintiles per standard person for households with children  
ages 2-5 in preschool

Appendix Figure 9b. Average monthly expenditure for preschool
By consumption quintiles, 2014 prices, NIS

Preschool settings include daycare centers, private and public preschools. Consumption quintiles per 
standard person for households with children ages 2-5 in preschool. 

Source: Kyrill Shraberman and Nachum Blass, Taub Center.  
Data: Central Bureau of Statistics, Expenditure Survey.
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Appendix Figure 10a. Average monthly expenditure for 
preschool
By sector, 2014 prices, NIS

Appendix Figure 10b. Average monthly expenditure per capita
By sector, 2014 prices, NIS

Preschool settings include daycare centers, private and public preschools. 
Source: Kyrill Shraberman and Nachum Blass, Taub Center. 
Data: Central Bureau of Statistics, Expenditure Survey.
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Appendix Figure 11. Share of households with children in 
preschool with no information on their tuition payments
By sector, percent

Source: Kyrill Shraberman and Nachum Blass, Taub Center. 
Data: Central Bureau of Statistics, Expenditure Survey.
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Is Less Really More?
On the Relationship Between 

Class Size and Educational 
Achievement in Israel

Reut Shafrir, Yossi Shavit and Carmel Blank* 

Abstract

The impact of class size on pupil achievement has been a matter of concern 
to education professionals for many years. Parents and teachers argue that 
large classes are detrimental to learning, but education researchers have 
yet to reach an unequivocal conclusion on the topic. The main challenge 
in assessing the relationship between class size and pupil performance is 
controlling for class placement, which is not random and could therefore 
potentially distort findings. The present study seeks to answer the question 
of class size impact through a hierarchical analysis of the scores of pupils 
who took the Israeli Meitzav exams in 2006 and 2009.1 The study finds that, 
although the relationship between class size and achievement is actually 
positive — that is, pupils in larger classes perform better scholastically — it is 
spurious and is affected by other factors. Controlling for earlier achievements 
and for parental educational levels, no significant relationship was found 
between class size and achievement.

* Reut Shafrir, master’s student, Department of Sociology and Anthropology, Tel Aviv 
University. Prof. Yossi Shavit, Chair, Taub Center Education Policy Program; Weinberg 
Professor of Sociology, Department of Sociology and Anthropology, Tel Aviv University. 
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Gat and to Eliad Trefler, who helped make the data accessible, and to Yasmin Alkalai for her 
statistical and technical advice.
1   Meitzav is a Hebrew acronym for Measurement of School Growth and Efficiency.
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Introduction

Recent years have witnessed vigorous public debate in Israel regarding class 
size. In 2014, an organization of parents of primary school pupils launched 
a campaign to reduce the number of pupils per class. The effort was dubbed 
the “Sardine Protest,” reflecting claims that overcrowded classrooms 
were negatively affecting pupils. The campaign drew legitimacy from 
international data on class size and pupil achievement. Of the 34 countries 
that participated in the relevant OECD study, Israel placed fifth in terms of 
large class size, with 27 pupils per primary school class and 32 pupils per 
middle school class. The mean OECD figures were 21 pupils per class at the 
primary level and 24 at the middle school level (OECD, 2011). At the same 
time, a look at Israeli pupil achievements on the OECD’s international PISA 
(Programme for International Student Assessment) exams, which test 
15-year-olds in mathematics, reading and science, shows Israeli pupils to be 
in the lower half of the attainment ranking for all subjects tested. Of the 
65 countries that participated in PISA 2012, Israel ranked 41st in math and 
science, and 34th in reading (OECD, 2014). The data from these studies raise 
questions about the relationship between class size and pupil achievement.

A report submitted to the Knesset Committee on Education, Culture and 
Sports in 2015 pointed out that the maximum class size in Israeli schools, in 
accordance with previous Ministry of Education administrative decisions, 
is 40 pupils at all grade levels. In 2008, a government resolution called for 
the gradual reduction of class size to 32, and Minister of Education Naftali 
Bennett’s plan for implementing the decision within five years in all Israeli 
primary schools was approved in late 2015. The plan also called for teachers-
in-training to be assigned to classrooms to help teachers cope with overly 
large classes by lowering the pupil-teacher ratio (Weissblei and Wininger, 
2015; Ministry of Education, 2015). 

Despite these efforts and governmental measures, it is still unclear 
whether class size actually affects pupil achievement, and if so, how. 
Although the question has generated interest among researchers, education 
professionals and lawmakers for many years, no unequivocal answer has 
been found to date. Studies on pupil achievement point to a number of 
other factors that affect educational performance, including pupil abilities, 
socioeconomic background, quality of teaching, and the like. Moreover, 
in many cases, class size is not randomly determined but rather reflects 
systemic, educational and economic considerations that themselves could 
potentially affect pupil attainment. The main issue is that of the placement 
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of relatively low-achieving pupils in small classes, in the hope that this will 
help them improve their performance. Given the extensive resources and 
high costs involved in reducing Israeli class sizes, the relationship between 
class size and pupil achievement is worthy of further study.

This study aims to contribute to the research discussion from a local 
perspective, by looking at the achievements of Israeli pupils studying 
in official educational frameworks. The research question is: When 
controlling for differential class placement, based on prior achievement and 
socioeconomic level, is class size related to pupil achievement? To test the 
hypothesis, the researchers used panel data (observations gathered at several 
points in time) that was generated by merging Meitzav exams administered 
in Israel in 2006 and 2009. The data were analyzed using hierarchical linear 
modeling. This method allows us to differentiate between the contribution 
of individual and class attributes to pupil achievement.

Earlier research on the relationships between class size 
and pupil achievement

Small classes enjoy great popularity among teachers, parents and policy 
makers, thanks to the perception that they constitute better learning 
environments. Teachers of small classes tend to devote more attention 
to their pupils (Mueller, Chase, and Walden, 1988) — resulting in, for 
example, greater time allocated per pupil than in large classes (Betts and 
Shkolnik, 1999). Noise levels in small classes are lower (Bourke, 1986) and 
disruptions are fewer (Finn, Pannozzo and Achilles, 2003; Hruz, 2000). 
No differences were found in teaching method — e.g., frontal instruction 
versus independent work — on the part of teachers in different sized classes 
(Shapson, Wright, Eason, and Fitzgerald, 1980). However, positive teaching 
and learning experiences were shown to be more prevalent in small classes 
— although, as will be discussed, small class size does not result in higher 
pupil achievements.

Pupils are not assigned to classes at random. Schools place pupils in 
different classes based on a range of variables, primarily prior achievement 
and educational ability (Ayalon and Yogev, 1997; Oakes, 1995; Yogev, 
1984). For instance, MABAR (“regular matriculation track”) classes, which 
are intended to encourage low-achieving pupils, are smaller than other 
matriculation-track classes. This means that the relationship between class 
size and pupil attainment stems (entirely or in part) from the education 
system’s tendency to place relatively weak pupils in small classes, and does 
not, in principle, show a causal effect of class size on achievement. Another 
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example is that of honors classes, which are usually small and whose pupils 
are high-achieving in any case. In this instance as well, we cannot point to 
a cause-and-effect relationship between class size and achievement, as the 
class size is determined by the number of outstanding pupils in the school 
— not vice versa. This being the case, the main methodological challenge 
when investigating the relationship between class size and achievement 
is that of controlling, insofar as possible, for differential class placement, 
so as to determine whether or not the relationship between class size and 
achievement is spurious. Researchers have tried to address this challenge 
through an array of methods with conflicting results.

Two groundbreaking studies in the field — Project STAR and Project SAGE 
— were carried out in the United States during the 1980s and 1990s. Pupils 
were randomly assigned to classes of different sizes over a period of several 
years. Various tests were administered during that time to estimate the 
impact of class size on pupil attainment. The findings showed that pupils 
in small classes earned higher scores than did pupils in larger classes (Finn, 
2002; Mosteller, 1995) and black pupils made greater gains in achievement 
than did white pupils (Hruz, 2000; Molnar et al., 1999). Heinesen (2010) also 
found that class size impact is differential, and that small classes do more 
for boys and for lower-achieving pupils than for girls and higher-achieving 
pupils. This hypothesis — that small classes are more helpful for certain 
populations — will be examined further below.

Angrist and Lavy (1999) looked at the relationship between class size and 
achievement in Israel using an instrumental variable2 approach and found 
that the relationship between them is negative. By contrast, Altinok and 
Kingdon (2012) examined pupil achievement in subjects studied in different 
sized classes in 41 countries. In 14 of these countries, significant and 
negative relationship was found between class size and achievement, but 
the authors attributed these results to differences in the quality of teaching 
and in budgetary allocations per pupil. Wößmann and West (2006) compared 
13-year-olds studying in two different grades — 7 and 8 — differentiated 
by size. Of the 11 countries included in the study, a significant negative 
relationship was found between class size and achievement in only two.

This review attests to the complexity of the topic under discussion. 
Although the methods used to investigate the relationship between class 

2 An instrumental variable is a variable that is correlated with the independent variable 
(in the present instance, class size), but is not correlated under any conditions with the 
dependent variable (in this case, pupil achievements). Using an instrumental variable makes 
it possible to isolate the independent variable’s statistical impact on the dependent variable 
from the impact of other factors that are common to both. (Angrist and Krueger, 2001).
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size and pupil achievement have been many and varied, the scholarly 
community has yet to reach a consensus about the nature of the relationship. 
In those studies that have shown a negative relationship between class size 
and performance, the relationship has usually been weak, and has not been 
uniform across different groups of research subjects. Moreover, the existing 
literature raises speculation about whether class size has a more substantial 
impact among children from lower socioeconomic backgrounds than among 
children from affluent ones.

The present study seeks to contribute to the research discussion by 
examining the relationship between class size and achievement through 
the use of data that make it possible to control, to a reasonable degree, for 
the differential placement of pupils in classes of different sizes. The way in 
which differences between groups that differ in socioeconomic background 
and prior achievements affect the strength of the relationship between class 
size and achievement will be examined as well.

The data

This study is based on an analysis of the Meitzav exams administered by 
the National Authority for Measurement and Evaluation in Education 
(RAMA). These tests are meant to determine the degree to which primary 
school pupils (grades 2 and 5) and middle school pupils (grade 8) meet the 
requirements of Israeli curricula in four core subjects: English, language arts 
(Hebrew or Arabic, depending on the sector), mathematics and science/
technology. Until 2015, Israeli schools were divided into four clusters 
approximately equal in size, such that each cluster was representative of all 
Israeli schools and  Meitzav exams were administered in each school (except 
for those in the Haredi education system) every two years. Starting in 2007, 
schools were tested on each occasion in alternating subject pairs (English 
and science/technology, or mathematics and language arts), so that every 
year 25 percent of the pupils were tested in each of the four subjects.

In addition to the Meitzav achievements, the researchers examined the 
Ministry of Education’s pupil file, which contains background data on pupils 
(parental educational level, ethnic background and the like). Using a special 
identification code that the Central Bureau of Statistics assigns to each pupil 
and to each school, the various files were merged into a database for purposes 
of the present study (this was carried out in the Ministry of Education’s 
virtual research room). Eighth graders in 2009 who had taken the Meitzav 
exams as fifth graders in 2006 were identified. This made it possible to build 
a longitudinal data file since achievement measurements were available for 
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each identified pupil at two points in time — grade 5 and grade 8.3 Of the four 
subjects in which pupils are tested in Meitzav, two are studied in homeroom 
classes (language arts — Hebrew or Arabic — and science/technology), while 
the other two are often studied in classes divided by ability level. In the 
dataset, it was impossible to identify an ability-grouping breakdown; only a 
homeroom breakdown could be identified. Thus, in order to avoid deviation 
in study group size originating from ability grouping divisions, the present 
study focuses on pupil achievement in language arts (Hebrew).

Study variables

As noted, the dependent variable is that of pupil performance on the grade 8 
Meitzav exams in Hebrew. Below are the independent variables:

Homeroom class size. This variable was calculated by counting the pupils 
in each of the grade 8 classes that took the Meitzav tests in 2009.

Prior pupil achievement. Achievement was measured in terms of pupil 
Meitzav scores in grade 5 in all four subjects (Hebrew, science/technology, 
English and mathematics). These variables represent the pupil’s abilities, 
and also include the effects of other variables that have an impact on prior 
achievement and on ability: number of siblings, economic status, and the 
like. Controlling for these variables was meant to neutralize the effects of 
achievement/ability-based selection on pupil placement in different sized 
classes.4 

Education level of the pupil’s parents. This was measured in terms of the 
number of years of schooling of the more-educated parent.

Average parental education level of the pupils in the class. The literature 
has established that class socioeconomic composition has a substantial 
impact on achievement (e.g., Rumberger and Palardy, 2005). Moreover, in 

3  Due to the unique Meitzav sampling method, only a quarter of the pupils (10,000 pupils 
per year) have measurements at two different points in time. However, assessments indicate 
no notable difference between those measured twice and those measured once (Blank and 
Shavit, 2016).

4 The majority of pupils in the sample were in primary school in 2006 and by 2009 had 
entered middle school. This means that the composition of the class and its size changed 
between measurement in grade 5 and in grade 8. The correlation between class size in grade 
5 and the size in grade 8 is 0.15.
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Israel there is a relationship between class composition and class size, due 
to the policy of “nurturing” in the Jewish sector, whereby pupils from the 
lower socioeconomic strata learn in relatively smaller classes (Blass, 2010). 
This variable was calculated as the class average of parental educational 
levels and represents the socioeconomic composition of the class.

Type of school supervisory framework. This variable distinguishes between 
state and state religious schools. In Israel, the state religious schools receive 
supplementary allocations (Blass, Tsur and Zussman, 2010). Moreover, due 
to gender separation in these schools, some have relatively smaller classes 
than is common in other state schools (Shir, 2014). It is therefore necessary 
to control for type of school supervisory framework.

Gender. This variable was introduced due to the recognized differences 
between girls and boys in educational achievement (e.g., DiPrete and 
Buchmann, 2013).

 1. The relationship between pupil achievement 
and selected variables 
The multivariate analysis will be preceded by a discussion of the relationship 
between class size and achievement. Figure 1 presents the moving averages 
of grade 8 achievements in Hebrew by class size. The figure shows that in 
classes with fewer than 19 pupils there is a positive relationship between 
class size and achievement, while in classes with more than 19 pupils, the 
relationship — though also positive — is weaker. A possible reason for this 
is deliberate placement practice, in which lower-achieving pupils are placed 
in small classes and stronger pupils in large classes. The figure shows great 
fluctuation in average achievement among the smaller classes.
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Figure 1. Average score in language arts (Hebrew)
By class size, three-year moving average

Source: Reut Shafrir, Yossi Shavit and Carmel Blank, Taub Center.  
Data: Meitzav, 2009. 

A possible explanation for the fluctuation is the limited number of those 
studying in small classes, and the paucity of such classes (Figure 2). The figure 
shows that the most prevalent Grade 8 class size is 35 to 37 pupils: 22 percent 
of the classes are of this size, while 24 percent of the pupils study in such 
classes. Only a very small number of pupils (3 percent) study in classes with 
fewer than 19 pupils, and the percentage of very small classes (fewer than 19 
pupils) is also quite low. The scarcity of small classes and the low percentage 
of pupils enrolled in them could be a source of measurement “noise” and 
may not accurately reflect pupil achievement. Also, these classes are liable 
to distort the analysis, as they are selective to begin with. For this reason, 
the relationship between class size and achievement was assessed twice: the 
first time, all classes of all sizes were included, while the second time, pupils 
studying in classes with fewer than 19 pupils were omitted. These analyses 
appear in the upcoming section that presents the multivariate analysis.
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Average score in language arts (Hebrew) by class size

*   Three-year moving average.
Source: Shafrir, Shavit and Blank, Taub Center. 
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Figure 2. Distribution of classes and pupil population
By class size

Source: Reut Shafrir, Yossi Shavit and Carmel Blank, Taub Center.  
Data: Meitzav, 2009.

Table 1 presents the averages and standard deviations for the research 
variables. In it we see that the average score on the Hebrew Meitzav is 67. 
The average score in science and technology is the highest of all the subjects 
in which fifth-graders were tested (81), while the math score is the lowest 
(72). The average level of parental education at the pupil level is similar 
to that at the class level — 13.5 years of schooling. Pupils in state religious 
schools constitute 20 percent of all pupils in the Jewish education system, 
and the average class size in Jewish schools is 32.
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Table 1. Averages and standard deviation for the study variables
Among Hebrew-speaking (mother tongue) pupils

Pupil level variables Average Standard 
deviation

Language arts (Hebrew) score, grade 8 67.32 (20.58)

Science and technology score, grade 5 81.15 (12.61)

Language arts (Hebrew) score, grade 5 76.03 (15.69)

Mathematics score, grade 5 72.11 (19.18)

English (second language) score, grade 5 79.53 (16.35)

Parents’ education level (years of schooling) 13.48  (2.83)

Share of boys among all pupils 0.47  (0.49)

State-religious supervision (as share of all 
 Jewish education)

0.20  (0.40)

Number of pupils in the sample 2,944

Class level variables Average Standard 
deviation

Class size, grade 8 32.39  (5.00)

Parents’ education level (average), grade 8 13.63  (1.56)

Number of classes in sample 313

The number of pupils in the sample differs from the simple multiple of the number of classes by the 
average class size. The explanation for this is that the sample includes only pupils who took the Meitzav 
exams in both grade 5 and grade 8. Only about 25 percent of pupils took the Meitzav exams in both 
grades. For example, in the sample there are four classes of 20 pupils. That is, 80 pupils attended classes of 
this size in 2009. However, only 39 of these pupils have a score for both periods in time, so only they are 
included in the sample.

Source: Reut Shafrir, Yossi Shavit and Carmel Blank, Taub Center.  
Data: Ministry of Education; RAMA.
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2. Multivariate analysis

This study is a panel study based on background data for the pupils and 
their achievement on national achievement exams, controlling for prior 
attainment. Since pupils in the same class share a number of attributes, 
including class size, hierarchical linear modeling was carried out. This 
method facilitates the handling of several levels of data, such as pupils nested 
within classes. An advantage of this method is the ability to distinguish 
between the effects of factors at the various levels of analysis, and contend 
with situations in which observations are interdependent due to belonging 
to groups at the aggregate level (e.g., to classes). Hierarchical models were 
estimated in SPSS Mixed procedure.

The analysis was performed using three nested models. Model 1 includes 
only class size. Model 2 also controls for pupil background variables and 
for class socioeconomic composition as indicated by the mean of parents’ 
education. Controlling for these variables makes it possible to estimate 
which part of the relationship between class size and achievement is 
explained by the selective allocation of pupils with certain attributes to 
classes of differing sizes. Model 3 looks at whether there are differences in 
the relationship between class size and achievement among different social 
strata, and among stronger versus weaker pupils. This test was conducted 
by adding interactions between class size and mean parental educational as 
well as between class size and achievement in grade 5.

Table 2 presents the results of the analysis of achievement on the Hebrew 
Meitzav exams. Examination of Model 1 reveals that class size is positively 
related to Hebrew achievement, which means that increasing class size 
raises the Hebrew score. This finding is true for both analysis groups, but is 
statistically significant only for the group of all pupils. The finding reinforces 
concerns that class placement is selective, as in the assignment of special 
education pupils to particularly small classes.
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Table 2. The effect of selected variables on pupil achievement on 
the Hebrew Meitzav exams, 2009
Variable coefficients in the explanatory models for pupil achievement,
standard deviation in parentheses 

Model 1 Model 2 Model 3

All     
pupils

Classes 
of 19+

All 
pupils

Classes 
of 19+

All  
pupils

Classes 
of 19+

Class size 0.509* 0.229 0.176 0.060 0.201 0.082

(0.125) (0.148) (0.100) (0.115) (0.106) (0.124)

English (second language) score, grade 5 0.108* 0.107* 0.108* 0.106*

(0.020) (0.020) (0.020) (0.020)

Language arts (Hebrew) score, grade 5 0.447* 0.452* 0.460* 0.465*

(0.024) (0.024) (0.026) (0.027)

Mathematics score, grade 5 0.177* 0.176* 0.178* 0.177*

(0.020) (0.020) (0.020) (0.020)

Science/Technology score, grade 5 0.198* 0.195* 0.199* 0.197*

(0.030) (0.030) (0.030) (0.030)

Parents’ education (average), grade 8 0.676* 0.673* 0.643* 0.619*

(0.118) (0.118) (0.134) (0.135)

Boys (gender variable) -7.185* -7.002* -7.195* -7.002*

(0.617) (0.617) (0.618) (0.618)

State-religious (supervision type) 1.981 2.661* 1.953 2.628*

(1.337) (1.309) (1.333) (1.306)

Hebrew score in grade 5 * Class size                -0.973 -0.888

(0.888) (0.895)

Parents’ education * Class size                               0.058 0.329

(0.943) (0.943)

Intercept 50.631* 60.069* -18.201* -12.578* -19.734* -13.683*

(4.036) (4.845) (5.450) (5.571) (5.825) (6.095)

*p<0.05.

Source: Reut Shafrir, Yossi Shavit and Carmel Blank, Taub Center.  
Data: RAMA.
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Model 2 indicates that class size coefficient declines substantially after 
adding the control variables, becoming non-significant for both groups.5 
Prior-achievement coefficients are similar for both groups, indicating that 
the prior score in Hebrew is the variable with the greatest impact on the 
grade 8 Hebrew score. As expected, parental education is also positively 
and significantly related to achievement, but the class mean of parental 
education (a variable indicative of the class socioeconomic level) is weakly 
and not-significantly related to achievements for both groups.

The coefficient of the “boys” variable is negative, indicating that girls 
have an advantage over boys in Hebrew, and the coefficient is similar in 
size and significance for both analysis groups. The supervisory framework 
coefficient indicates that pupils in the state religious education system have 
a two-point advantage over pupils in the state education system, but it is 
significant only for the group of pupils that are enrolled in classes of all 
sizes. The emphasis placed on religious studies among the state religious 
pupil group is likely the source of these pupils’ superior achievements in 
Hebrew language, along with the extra resources allocated to schools in this 
supervisory framework.

Model 3 aims to determine whether the relationship between class size 
and achievement differs among the various populations. Earlier studies 
indicate that weaker groups, such as ethnic minorities and those belonging 
to lower socioeconomic strata, are likely to benefit more from smaller classes 
than are stronger, more affluent groups. This trend can be seen in the two 
American studies mentioned in the previous section: Project STAR, which 
found a greater score disparity between black pupils who studied in small 
classes and black pupils who studied in regular classes, than between white 
pupils (Finn and Achilles, 1990), and Project SAGE, which produced similar 
findings. Class size was identified as one of several factors found to have 
a differential effect on achievement, including the variable impact of class 
socioeconomic composition on the achievements of boys and girls (Legewie 
and DiPrete, 2012), and the variable impact of socioeconomic background on 
parental involvement in school affairs (Lareau, 1987).

5 We estimated several alternative models for the effects of class size on achievement. In 
one of the models, we included the class size in both grades 8 and 5. This models tests the 
plausible hypothesis that achievement is affected not only by the size of the current class 
but also by the sizes of previous classes that the pupil attended. The empirical results refuted 
the hypothesis showing insignificant effects of both variables. In another alternative model, 
we tested the hypothesis that the effects of class sizes (both in grades 5 and 8) are quadratic 
rather than linear. The results of this model, too, yielded insignificant effects of class size.
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Two research hypotheses emerge in light of the above:

1. Large classes are more detrimental to the achievements of weak pupils 
than to those of strong pupils.

2. Large classes are more detrimental to the achievements of pupils of low 
socioeconomic standing than to pupils of high socioeconomic standing.

Behind these hypotheses lies the assumption that pupils who are strong 
both scholastically and socioeconomically are better able to compensate for 
the difficulties posed by the school than weaker pupils.

To test these hypotheses, three dummy variables were created. The first 
distinguishes between pupils who studied in a larger than average class and 
pupils who studied in a smaller than average class, in the relevant subject. 
The second dummy variable distinguishes between pupils with parents 
whose education level is higher than average and pupils with parents whose 
education level is lower than average. The third variable distinguishes 
between pupils whose prior achievements are higher than average in the 
relevant subject, and pupils whose achievements are lower than average. 
Afterward, these variables were then used to build two interaction variables 
by multiplying the first by the other two. To err on the side of caution, the 
model was also estimated using interaction terms that were computed using 
continuous (rather than dummy) variables representing class size, parents’ 
education and prior achievements, but no differences in outcome were 
found between the two versions of the model.

Model 3 presents the coefficients of the variables after adding the 
interaction variables. In general, neither group showed a substantial 
change in the coefficient values after the interactions were added. The class 
coefficient increased slightly but remained non-significant, while the value 
and significance of the prior achievement coefficients showed no change 
at all. The gender, supervisory framework and parental education level 
coefficients also showed no change, while the value of the class average 
parental education level coefficient increased slightly but remained small 
and not significant. The hypotheses that class size would have differential 
impacts on pupils of differing achievement levels or socioeconomic attributes 
were rejected because the interaction coefficients are not statistically 
significantly different from zero.
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The comparison between Model 1 and 2 indicates that adding the control 
variables reduces the value of the class size coefficient. This means that the 
additional variables explain the positive relationship between class size and 
achievement, and the relationship presented in Model 1 is spurious. 

Conclusion and discussion

Policy makers and education professionals devote considerable effort 
to helping pupils improve their educational achievement; reducing the 
number of pupils per class is regarded as a tool for attaining this goal. The 
negative relationship between class size and achievement may be perceived 
as completely intuitive, as it is hard to imagine that studying in a large group 
is preferable to studying in a small group. Big classes are generally associated 
with noise, overcrowding and heterogeneity, while small classes might be 
viewed as enlarged versions of a private lesson in which each pupil receives 
individual attention according to his or her needs. Although education 
researchers have obtained conflicting results regarding the nature of this 
relationship, teachers, parents, and public figures tend to prefer small 
classes and work to achieve them.

The present study looks at the topic in the Israeli context, and is important 
for two main reasons. First, the demand that class sizes be reduced in order 
to improve pupil achievement — which has been voiced in Israel for a 
number of years — justifies an investigation into the possible outcomes of 
such a measure. Second, the Meitzav database makes it possible to control 
for differential class placement by prior achievement and the socioeconomic 
background of students, which usually poses a major methodological 
problem to the study of class size impact. The research question was 
examined by means of a hierarchical analysis of pupil achievements on the 
Meitzav exams using three nested models: a model containing only class size, 
a model controlling for background variables such as prior achievements 
and parental educational levels, and a model that also includes interaction 
variables aimed at determining whether class size has a different effect 
on pupils from populations with weaker educational abilities and lower 
socioeconomic backgrounds than pupils with high educational abilities from 
high socioeconomic backgrounds.

The findings indicate that, in contrast to prevailing assumptions, there 
is actually a positive relationship between class size and achievement: the 
grades of pupils in large classes are higher. However, this relationship is 
spurious and is due to the fact that, on the whole, high-achieving pupils 
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are placed in large classes, while the pupils placed in smaller classes 
are relatively low achievers. When controlling statistically for parental 
education levels and prior attainments, the relationship between class size 
and achievement is not significant. The hypothesis that the impact of class 
size on achievement varies between social strata and between stronger and 
weaker pupils was examined in this study as well. This hypothesis was also 
refuted: no difference in the relationship between class size and achievement 
was found among the groups.

This study is not without limitations. First, unlike the studies that use 
instrumental variables to control for spurious relationships between class 
size and achievement, this study may have controlled more weakly for the 
effects of these relationships. Yet it is hard to imagine what variables other 
than prior pupil attainment might have been controlled for, given that 
the latter embodies the effects of all of the factors that have already been 
shown to affect achievement. Secondly, this study is limited to a specific 
age group. Since the only achievement examined were those of pupils in 
grade 8 compared with their prior achievements in grade 5, we are unable 
to conclude that there is no negative relationship between class size and 
achievement among other age groups. To the contrary, some studies have 
found a differential impact for class size on achievement among other age 
groups (e.g., Angrist and Lavy, 1999; Finn, 2002). Thus, it could be that a 
study of other age groups would yield different findings.

Earlier studies found an advantage for small classes of 15 to 25 pupils (e.g., 
Finn et al., 2003). The findings of the present study, which looks at classes 
with 19 to 40 pupils, are relevant to a large range of classrooms; it is possible 
that within this range there is no substantial advantage to small classes. 
However, this possibility was taken into account early on in the study: we 
tested whether achievement differences exist between pupils who studied 
in small classes (up to 24 pupils), medium-sized classes (25 to 30 pupils), and 
large classes (over 31 pupils). This analysis as well found no relationship 
between class size and achievement.

It is important to note that the study’s findings indicate that class size in 
and of itself does not ensure improved pupil achievement, although it does 
facilitate the use of other learning methods — for example, individualized 
or small-group instruction. These methods make it possible to effectively 
monitor any learning difficulties displayed by pupils in the class, and to 
adjust the teaching approach so that these problems can be addressed. 
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However, it is unclear whether teachers working in small classes do, in 
fact, take advantage of the possibilities that such classes present, including 
the teaching methods suited to them. They might be using forms of pedagogy 
similar to those commonly employed in large classes, and effectively 
neutralizing the small-class advantage.
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The Challenges of Integrating 
Haredim into Academic Studies 

Eitan Regev *

Abstract

In the past few years, there has been an impressive growth in the number 
of Haredi (ultra-Orthodox) students in higher education, but their dropout 
rates, especially those of Haredi men are particularly high, with only half 
of them actually graduating. The majority of Haredi drop-outs study in 
colleges (primarily on Haredi campuses) where admission requirements 
are considerably more lenient, and at the Open University, where academic 
requirements are high but registration is open to all. The majority of Haredi 
students are admitted to academic studies without a matriculation diploma 
(bagrut) or psychometric exam score, and in many of cases, without even 
attending a pre-academic preparatory program (mechina). This leniency 
in the admission of Haredi students is a relatively new phenomenon and 
the result of a policy aimed at making academic studies more accessible to 
young Haredim. In 2014, 53 percent of Haredi students were accepted for 
academic studies without a bagrut or psychometric exam compared to only 
26 percent in 2000. 

In all sectors, and particularly among Haredim and Arab Israelis, the 
dropout rate among men is substantially higher than among women. These 
differences persist even after controlling for relevant variables such as study 
major, socioeconomic status, bagrut and psychometric score, age of student, 
and country of origin. An analysis by Haredi stream shows that women from 
the Lithuanian stream have the lowest dropout rates (about 29 percent), and 
the highest employment rate (73 percent). 

* Eitan Regev, Senior Researcher, Taub Center; PhD candidate, Department of Economics, 
Hebrew University of Jerusalem. The author wishes to thank Adnan Mansour from the 
Central Bureau of Statistics for his assistance in providing the data, Shirley Yarin for her 
assistance in data processing, and Ravid Omessi from the Council for Higher Education for his 
useful comments.
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The fact that the majority of male Haredi students do not study core 
curriculum in high school substantially hinders their ability to complete an 
academic degree. It appears that without a change in their basic education, 
their dropout rates will remain high. Compared to non-Haredi students, 
their level of English (as a second language) is particularly low (an average 
gap of 20 points out of 100 on the psychometric exam). Nevertheless, 
suitable academic preparation and a supportive atmosphere during studies 
may improve chances of academic success. In public colleges, for example, 
the admission requirements are more rigid, support is more substantial 
(publicly-funded tutoring) and the variety of fields of study is greater. As 
a result, Haredi dropout rates from public colleges are significantly lower 
than from private colleges where Haredi students are offered only a small 
number of fields of study — about 90 percent of them study law or business 
administration.
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Introduction

In the past few years, there has been an impressive growth in the number 
of Haredi (ultra-Orthodox) students in higher education. Between 2008 and 
2014, the number of new Haredi students enrolled in academic institutions 
almost tripled, from 1,122 to 3,227 (Figure 1). In 2014, about 1,600 Haredi 
women and 450 Haredi men graduated with academic degrees, compared 
to 650 women and 200 men in 2012. Despite this substantial growth, the 
number of degree holders among young Haredim (especially among men) is 
still very low. As of 2014, only 2.4 percent of Haredi men and 8.3 percent of 
Haredi women aged 25-35 held academic degrees — compared to 28 percent 
of non-Haredi men and 43 percent of non-Haredi women. These figures are 
the result of a low level of enrollment in academic studies in previous years 
and high dropout rates.

Figure 1. Number of first-year Haredi students in  
academic institutions

Source: Eitan Regev, Taub Center. 
Data: Central Bureau of Statistics, unified database of multiple administrative datasets. 

This chapter will track the study patterns of young Haredim: from bagrut 
entitlement, through enrollment in pre-academic programs (mechinas), to 
studies in academic institutions. At each of those points, we will present 
both enrollment and dropout rates, which were found to be extremely high. 
We will then examine the causes for the high dropout rates of Haredim from 
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academic studies. The last part of the paper will present (for the first time) 
an analysis by Haredi streams — distinguishing between four main streams: 
Lithuanian, Sephardic, Hasidic (excluding Chabad) and Chabad, and describe 
the differences between them in the context of acquisition of higher 
education. The summary will briefly discuss possible strategies to improve 
the success rate of Haredi students who are pursuing an academic degree.

Data sources and comparison to previous estimates
The database used in this study contains official administrative data from 
several public agencies — the Ministry of Education, the National Center 
for Testing and Evaluation (psychometric exam), universities and colleges 
(including data from pre-academic programs), the Council for Higher 
Education (degree recipients), the tax authority, the population registry, and 
the population census. All of these datasets were merged with the assistance 
of the Central Bureau of Statistics (using proxy identification numbers), to 
track the educational path of individuals who grew up in Israel, (Haredim 
and non-Haredim) from high school through various stations such as 
matriculation exams (bagrut), psychometric exams, pre-academic programs, 
academic studies, attainment of degree, and entry into the labor force. In 
addition, data from the Haredi schools were independently segmented into 
streams (with substantial help from sources within the Haredi sector). This 
list of Haredi schools by streams was also merged with the other databases 
(through the use of a proxy code assigned to each school) and enabled, 
for the first time, an analysis on the level of Haredi stream. The databases 
that were combined for the purposes of this study are: database of pupils 
grades 8 through 12 (1996 to 2010); database of matriculation exam scores by 
subject (1996 to 2014); database of psychometric exam scores (1996 to 2014);1 
database of students in pre-academic programs (2005 to 2012); database of 
degree recipients (2000 to 2014); a multi-annual database with information 
on students in universities and colleges (1996 to 2014); the database of 
reported incomes of the study population (2003 to 2013) and their parents 
(1999 to 2013); the population census (2008); the population registry (2014); 
and the list of Haredi schools segmented by streams.

As noted, the official administrative records show that, as of 2014, only 2.4 
percent of Haredi men and 8.3 percent of Haredi women in the 25-35-year-
old age group held academic degrees. These figures are significantly lower 
than previous estimates that relied on the Central Bureau of Statistics Labor 
Force Surveys — according to which 8 percent of Haredi men and 25 percent 

1 If the student took the test more than once, the highest score was chosen. 
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of Haredi women hold academic degrees. It is important to emphasize that 
the research population in this paper is relatively young (age 37 and under), 
and that the analysis refers only to people educated in the Israeli education 
system and does not include individuals who moved to Israel as adults. The 
data regarding degree holders also refers only to degrees earned in Israel and 
approved by the Council for Higher Education, and does not include degrees 
from academic institutions overseas. Even these differences, though, cannot 
explain this large gap. In order to understand the causes for these differences, 
one must note that previous analyses were based on surveys and samples, 
whereas the present study is completely based on official administrative 
data. Therefore, in this study, the figure for degree holders refers to those 
with recognized degrees from the Council for Higher Education, unlike in 
the Labor Force Surveys where a degree holder is anyone who claims to be 
one. This difference is all the more significant in the case of Haredi women, 
many of whom attend teachers’ seminars that grant teaching diplomas, 
and declare themselves to be degree holders. Even though this diploma is 
deemed equivalent to an academic degree, it is not recognized as such by the 
Council for Higher Education, and therefore these women are not defined in 
the current study as having earned academic degrees. Among Haredi men, 
part of the gap is explained by the fact that there are Haredi degree holders 
who moved to Israel from abroad as adults and, therefore, are not included 
in this study population.2

Another portion of the gap arises from the fact that in the present study 
Haredim are defined as those who were enrolled in the Haredi education 
system during high school (which is to say, schools under Haredi supervision), 
whereas in Labor Force Surveys Haredim are self-defined.3 Thus, the figures 
that are based on the Labor Force Surveys might include newly religious 
individuals who were educated in the state education system and embraced 
Haredi life as adults, who already held academic degrees. Furthermore, it 

2 In other sectors, and in particular in the Arab Israeli sector, it is common for individuals 
born in Israel to study for academic degrees abroad — but this is not a common phenomenon 
in the Haredi sector. In order to examine how much of the gap (compared with the labor 
force survey) can be attributed to the fact that our study population is comprised of Israeli-
born individuals only, we examined the share of degree holders among the Israeli-born who 
defined themselves as Haredim in the labor force survey. This figure was 6 percent for 2014 
compared to 8 percent of academic degree holders among the Haredi population including 
new immigrants. Which is to say, the fact that the study population includes only Israeli-born 
individuals can explain 2 percentage points out of a 5.5 percentage point gap between the 
share of degree holders in this study and the share as measured by labor force surveys.  

3 Religious Jews were designated as those who studied in the state-religious education 
system and secular as those who were educated in the state education system.
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cannot be ruled out that some of those sampled in the labor force survey 
claimed to be academic degree holders even though they were not. 

In any case, the important bottom line is that as of 2014, among young 
adults who were educated in the Haredi education system in Israel — the 
share of academic holders recognized by the Council for Higher Education 
was only 2.4 percent for men, and 8.3 percent for women (Figure 2). 

Figure 2. Share of academic degree holders, 2014
Ages 25-35, percent

Source: Eitan Regev, Taub Center. 
Data: Central Bureau of Statistics, unified database of multiple administrative datasets. 

1. Enrollment and dropout rates
As noted, in recent years, there has been an impressive increase in the 
number of Haredi students, and the share of young Haredim (age 25-35) who 
have studied or are currently studying for academic degrees (8 percent of 
the men and 15 percent of the women) is considerably higher than the share 
of degree holders in the sector (Figure 3). However, relative to other sectors, 
it is still a very small share. Among secular women, the figure is about 62 
percent; among religious women, it is almost 59 percent; and, for young, 
Arab Israeli women, it is 32 percent. Similarly, among men from other 
sectors, the share of those who studied for academic degrees is much higher 
than the rate among Haredim: 47.3 percent among secular men, 43.3 percent 
among religious men and 15.6 percent among Arab Israeli men. 
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As we will show, some of those students (and former students) do not 
successfully complete their studies and drop out without earning degrees. 
Furthermore, many young individuals (from all sectors) who wish to become 
students attend pre-academic programs — yet dropout rates of Haredi men 
from these programs are also very high, and those who drop out do not even 
begin their academic studies.

Figure 3. Share of young adults who studied or are studying for a 
degree, 2014
Ages 25-35, percent

Source: Eitan Regev, Taub Center. 
Data: Central Bureau of Statistics, unified database of multiple administrative datasets. 

The rate of matriculation certificate holders among young Haredim is 
very low: only 5 percent of Haredi men ages 19-35 are entitled to a bagrut 
certificate, compared to 50 percent of non-Haredi Jewish men and 24 
percent of Arab Israeli men (Figure 4). Among Haredi women, the rate is 16 
percent, compared to 65 percent among non-Haredi Jewish women and 42 
percent among Arab Israeli women. It is evident that in all sectors the share 
of women entitled to a bagrut is much higher than the share among men (55 
percent of the female population compared to 40 percent of the male, in the 
general population), and it is quite likely that this fact also contributes to the 
higher rates of graduation from academic studies among women.

The Challenges of Integrating Haredim into Academic Studies 225225



Figure 4. Bagrut status, 2014
Ages 19-30, percent

Source: Eitan Regev, Taub Center. 
Data: Central Bureau of Statistics, unified database of multiple administrative datasets. 

To reduce the educational gaps that stem from the lack of core curriculum 
studies, many Haredim enroll in mechinas prior to beginning their higher 
education. Among Haredi men, about 42 percent of those who wish to pursue an 
academic degree enroll in mechinas, and 58 percent are admitted into academic 
studies without attending such a program (Figure 5).4 The share of Haredim 
enrolled in pre-academic programs is the highest of all sectors, but since most 
Haredi youth do not hold bagrut certificates, the question that arises is how 
are individuals who do not attend mechinas admitted to academic studies?5  

4 The intention to study for a higher degree was defined by initiating study in a pre-
academic program or an academic institution, which is to say, those who wish to earn 
academic degrees are all students who began a mechina, college or university. 

5 According to Israeli law, a student cannot be admitted to academic studies without a 
bagrut certificate or a pre-academic program (except for enrollment at the Open University). 
However, it appears that many Haredi students who do not have bagrut and did not attend a 
mechina — are still accepted to academic studies.
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Figure 5. Percent studying in pre-academic programs out of all 
those seeking higher education, 2005-2012

Source: Eitan Regev, Taub Center. 
Data: Central Bureau of Statistics, unified database of multiple administrative datasets.

Among Haredi women, only 13 percent of those seeking an academic 
degree attend mechinas, and that is a low percentage relative to non-
Haredi female students. The difference between the high rate of Haredi men 
enrolled in these pre-academic programs and the rate of Haredi women is 
rooted in the fact that most Haredi women study core subjects while in high 
school, and thus fewer of them need pre-academic programs.6  

It is interesting to note that in all sectors, the percentage of men 
enrolled in mechinas (of those wishing to earn degrees) is higher than the 
percentage of women in these programs, even though their average score 
on the psychometric exam (from all sectors) is lower than the average score 
among male students.7 Fuchs (2016) shows that compared to men, a higher 

6 In conversations with the Council for Higher Education on this matter, it was found that 
many students without bagrut certificates, especially Haredi women, take the Szold exams in 
high school (which are very similar to the bagrut). Therefore, they only need an abbreviated 
mechina before beginning their academic studies. In many cases these preparatory programs 
are not reported.

7 As will be shown, it is likely that gender gaps in psychometric scores result, to a great 
extent, from the higher percentage of women taking the test. That is, for women, the average 
score also includes the scores of weaker students which lowers the overall average.
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percentage of women choose fields of study with more lenient admission 
requirements (including the score on the psychometric exam). This might 
explain, at least in part, why a higher percentage of male students require 
mechinas. However, there are most likely additional factors that contribute 
to this outcome, and a more detailed analysis of this issue is presented later.

It is important to remember that not everyone who enrolls in a mechina 
completes the program and continues to academic studies. An examination 
of dropout rates from mechinas (Figure 6) shows that all sectors have quite 
high dropout rates — which is likely to indicate that students in mechinas 
are weaker candidates for academic studies, and the preparatory programs 
serve as a filter sifting out those whose chances of completing a degree are 
relatively low. This hypothesis is supported by the fact that even among 
mechina students who complete the program, dropout rates from academic 
studies are higher than for those who go straight into degree studies. That 
is, even students who complete mechina programs and begin their degree 
studies are, on average, weaker than the rest of the student population.  

Figure 6. Share of drop-outs from pre-academic programs 
(mechinas)
By gender and sector, young adults who studied in a mechina 2005-2012 and 
did not continue on to academic studies (as of 2014), percent

Source: Eitan Regev, Taub Center. 
Data: Central Bureau of Statistics, unified database of multiple administrative datasets.
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As noted, many individuals drop out at the mechina stage and do not 
begin their degree studies at all. Among Haredi men, dropout rates from 
mechinas are 47 percent and among Haredi women, 45 percent. These levels 
are not exceptional relative to other sectors, although they are higher. In all 
sectors, a higher percentage of men attend mechinas, and this means that 
the few women who enroll in mechinas are likely to be of lower abilities.  
This implies that the average abilities of women enrolled in mechinas are 
likely to be lower than the average abilities of men enrolled in them, and as 
a result the dropout rates from these programs would be higher for women. 
Indeed, in all sectors, the average psychometric scores of male students 
in mechinas are much higher than those of female students, and, among 
secular and religious Jews, the dropout rates of women from mechinas are 
higher than those of men. However, Among Arab Israelis and Haredim, the 
dropout rates of men from mechinas are higher than those of women. This 
can probably be attributed to the wider initial educational gaps (in favor 
of women) in these sectors: in the Haredi sector, most of the women study 
core subjects in high school and most of the men do not. In the Arab Israeli 
sector, the share of women with a bagrut certificate is much higher than 
that of men.

Among Haredim who do begin their academic studies, dropout rates are 
also high (Figure 7). A breakdown by sector shows that in all sectors, dropout 
rates of men are higher than those of women, and in the Haredi sector, the 
gaps are the highest (a 48 percent dropout rate for Haredi men compared 
to 29 percent for Haredi women). Among Arab Israelis, there are also wide 
gaps between dropout rates for men and women. This is consistent with 
the hypothesis proposed above that in these two sectors (Haredi and Arab 
Israeli), women begin their academic studies with a better initial educational 
background than men. 
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Figure 7. Share of drop-outs from academic studies
Students who began their academic studies before 2010 and ended them 
before 2014 without earning a degree, percent

Source: Eitan Regev, Taub Center. 
Data: Central Bureau of Statistics, unified database of multiple administrative datasets.

In order to examine the extent to which gender gaps in dropout rates arise 
from differences in basic skills acquired at an earlier stage, we examined the 
relationship between gender and likelihood of dropping out, controlling for 
relevant variables such as study major, socioeconomic ranking of place of 
residence, bagrut and psychometric score, age, and the family’s country of 
origin. The analysis shows that even after controlling for these variables, the 
student’s gender has a significant influence on the likelihood of dropping out; 
that is, being male increases the likelihood of dropping out. Among secular 
students, the probability of dropping out was 6 percentage points higher for 
male students, and for Haredim it was 11 percentage points higher. 

Combined dropout rates — mechinas and degrees 
In order to calculate the combined dropout rate, that is, the rate of students 
who dropped out at the mechina stage and those who dropped out during 
their degree studies, the data was divided into three categories: 

1. Students who dropped out at the mechina stage: those who were 
enrolled in a mechina but did not begin academic studies.  
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2. Students who dropped out in the course of their degree studies (whether 
or not they had attended mechina): those who began studying in 2009 
or earlier and stopped their studies before 2014 without earning a 
degree. 

3. Students who successfully completed a degree: those who began 
studying for a degree in 2009 or earlier and earned their degree by the 
end of 2014 (or earlier). 

The combined dropout rates are presented in Figure 8. Among Haredi male 
students the weighted dropout rate is about 58 percent (almost 20 percent 
during mechina and about 38 percent during degree studies). Among non-
Haredi Jews, the rate is about 30 percent and among Arab Israelis, the rate is 
about 41 percent.

For female Haredi students, the weighted dropout rate is about 33 percent 
(6.1 percent during mechina; 27 percent during degree studies). Among non-
Haredi Jewish women the combined dropout rate is about 25 percent and 
among Arab Israeli women almost 26 percent. The combined dropout rates 
for women in all sectors are also much lower than the combined rates for 
men, particularly in the Haredi and Arab Israeli sectors.

Figure 8. Combined dropout rates from pre-academic and degree 
programs, 2005-2014

Source: Eitan Regev, Taub Center. 
Data: Central Bureau of Statistics, unified database of multiple administrative datasets. 
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Causes for the high dropout rates

Among men and women from all sectors, male students who were accepted 
to academic studies without bagrut certificates and without psychometric 
exams have the highest dropout rates — 57 percent for women and 62 
percent for men (Figure 9). Dropout rates among students with only a bagrut 
certificate or only a psychometric exam are about 28 percent for women and 
35 percent for men. Dropout rates among students with both bagrut and 
psychometric exam scores are 17 percent for men and only 12 percent for 
women. It thus appears that the admission requirements of most academic 
institutions for a minimum bagrut and psychometric scores are effective 
filters and reduce the dropout risk. 

It is also evident that even after the type of academic screening is taken 
into account, dropout rates of women are still lower than those of men. It 
is important to recall in this context that the average psychometric score 
among men is actually higher than among women, because a smaller 
proportion of men are tested (and those are likely to belong to the upper 
end of the ability distribution). These figures, along with the previous 
econometric analysis, are likely to indicate the presence of additional, 
unobserved factors that lead to a higher percentage of women successfully 
completing their academic studies. It is possible, for example, that women 
have higher levels of persistence, determination and concentration, which 
lead to higher levels of success in academic studies. Another possibility is 
that women (on average) have higher levels of intelligence of a kind not 
reflected in psychometric scores but reflected in the ability to complete 
degree studies successfully.  

It is also interesting to note that of those female students without bagrut 
or psychometric scores, the dropout rates of Haredi students are the lowest 
of all sectors (38 percent). A likely explanation is that Haredi women  who 
are educated at institutions where bagrut exams are not taken, nevertheless  
at high school age they study at an equivalent or similar level to partial 
bagrut (whereas in the non-Haredi sector the lack of a bagrut certificate 
indicates low achievements in high school). In contrast, among Haredi male 
students without bagrut and psychometric scores, dropout rates are similar 
to the average among students from other sectors who do not have bagrut 
or psychometric scores (62 percent). 
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Figure 9. Dropout rate by student qualifications upon entrance 
to academic studies
Those who began before 2010 and ended before 2014 without earning a degree, 
percent

Source: Eitan Regev, Taub Center. 
Data: Central Bureau of Statistics, unified database of multiple administrative datasets.
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When taking into account admissions screening at the time of registration 
for academic institutions, the Haredi sector’s dropout rates are not unusual 
compared to other sectors. However, upon examination of the registration 
data by sector, it emerges that Haredi students are not subject to the same 
admission requirements, and as a result, a very high percentage of them 
are admitted to academic studies without a bagrut certificate and without 
a psychometric exam. Some 57 percent of male Haredi students and 48 
percent of female Haredi students were accepted for academic studies 
without a bagrut or psychometric exam, compared to only 14 percent and 
11 percent respectively in the non-Haredi sector (Figure 10). These figures 
indicate that the main cause of the high dropout rates among Haredim is the 
lower admission requirements (relative to other sectors) which allow the 
admission of weaker students, with lower chances of completing a degree.

Figure 10. Distribution of students by minimum admissions 
requirements, 2010-2014

Source: Eitan Regev, Taub Center. 
Data: Central Bureau of Statistics, unified database of multiple administrative datasets. 

An examination of trends over time shows that the exemptions given 
to Haredi students in admission requirements to academic studies are a 
relatively new phenomenon. In 2000, only 26 percent of Haredi students 
were accepted for academic studies without a bagrut or psychometric exam, 
whereas by 2014, that figure rose to 53 percent (Figure 11). On the other 
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hand, in the non-Haredi sector the share of students admitted without a 
bagrut or psychometric exam was only 5 percent in 2000 and 11 percent in 
2014. That is, in the non-Haredi sector there was also an increase. This rise 
can likely be attributed to the expansion of the higher education system, 
which most probably increased the relative share of students with weaker 
pre-admission profiles. However, their relative share among students from 
the non-Haredi sector is still quite low.

Figure 11. Percent of students accepted to academic studies 
without bagrut or psychometric exam scores

Source: Eitan Regev and Shirley Yarin, Taub Center.  
Data: Central Bureau of Statistics, unified database of multiple administrative datasets. 

Given the trends described above, the following question arises: in which 
academic institutions did the easing of admission requirements occur? 
Figure 12 shows that for Haredi students, the rise in the share of students 
who were accepted without bagrut or psychometric exam scores occurred 
at the academic colleges (from 18 percent in 2000 to 55 percent in 2014) and 
the colleges of education (from 36 percent in 2000 to 53 percent in 2014). At 
the universities, on the other hand, stricter admission requirements were 
maintained, and at the Open University registration was and remains open 
to all. 
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Figure 12. Percent of Haredi students accepted to academic 
studies without bagrut or psychometric exam score
By type of academic institution

Source: Eitan Regev and Shirley Yarin, Taub Center.  
Data: Central Bureau of Statistics, unified database of multiple administrative datasets.

It is important to note that the relative lowering of admission requirements 
for Haredim to colleges is more likely the result of the opening of new Haredi 
colleges with lower admission requirements than the result of a lowering 
of standards at older, established colleges that also serve the non-Haredi 
sector.8 Support for this is found in the fact that among non-Haredi students 
(who study in non-Haredi colleges), the rate of those admitted without a 
bagrut or psychometric exam was only 10 percent in 2014. If admission 
requirements were significantly lowered at colleges that serve Haredi and 
non-Haredi alike, one would expect to see a higher percentage of non-Haredi 
students admitted without bagrut or psychometric exams. 

An examination of the trends in the non-Haredi sector (Figure 13) shows 
no significant lowering of admission requirements to colleges, however at 
the Open University, the share of non-Haredi students who do not have 
bagrut diplomas or psychometric exams rose substantially. This increase 
does not stem from a policy change (because registration has always been 
open to all), but from a spike in the share of Israelis studying for academic 

8 Interviews with people involved in this area, including lecturers at Haredi colleges, 
indicate that admission requirements are very lenient and in some colleges, there are no 
requirements at all.
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degrees during the period examined. Upon examination of the admission 
requirements for Haredim enrolled in public academic colleges, it emerges 
that in 2014 there was a spike in the rate of those admitted without bagrut 
or psychometric exams (from 32 percent to 52 percent). The spike occurred 
mainly due to the opening of six new Haredi campuses with more lenient 
admission requirements that year and the admission of a large number of 
Haredi students. It is noteworthy that in private colleges as well (which also 
have Haredi campuses), there was a significant increase in the number of 
Haredi students, and a gradual rise in the share of students admitted without 
bagrut and psychometric exams (about 80 percent in 2014). The more 
moderate rise in the share of students in the non-Haredi sector admitted 
without bagrut and psychometric exams stems mainly from the increase in 
the relative share of students enrolled in colleges rather than universities. 
This point becomes clearer when examining the differences between 
student pre-admission qualifications upon entrance to colleges and those to 
universities (Appendix Figures 1a and 1b). 

Figure 13. Percent of non-Haredi students (Jews and Arab 
Israelis) accepted to academic studies without bagrut or 
psychometric
By type of academic institution

Source: Eitan Regev, Taub Center. 
Data: Central Bureau of Statistics, unified database of multiple administrative datasets. 
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A look at the type of academic institution also contributes to an 
understanding of dropout rates. Among Haredi male students, the 
percentage enrolled at the Open University (as of 2014) was higher than 
the corresponding percentage in the non-Haredi sector (Figure 14), and in 
previous years the figure was even higher. As shown in Figure 15, dropout 
rates from the Open University are very high in all sectors. This is a natural 
outcome of the combination of a high academic level on the one hand 
and an open admission policy on the other. Relative to other institutions, 
studying at the Open University requires higher levels of self-discipline 
and the ability to study independently — qualities which not all students 
possess. It is also possible that some of the students enrolled in the Open 
University are not studying for degrees but for self-enrichment, and thus 
the high rate of individuals who fail to earn a degree is not solely the result 
of dropping out (although studying for self-enrichment alone is possible at 
other institutions, it is more accessible at the Open University). The high 
percentage of Haredi students at the Open University also contributes to the 
high dropout rate among them. 

The dropout rates of Haredi students enrolled in colleges of education are 
also very high at 59 percent, but that figure is less significant in the bigger 
picture since only 10 percent of Haredi students (men) are enrolled in colleges 
of education. The majority of Haredi students (54 percent) are enrolled 
in academic colleges, and there, too, their dropout rates are substantially 
higher than dropout rates from academic colleges in the non-Haredi sector 
(41 percent compared to 20 percent respectively) — although they are lower 
than the dropout rates of Haredi students at the Open University and colleges 
of education. The dropout rate of Haredi students at universities is only 16 
percent, compared to 12 percent in the non-Haredi sector. This may reflect 
the stricter admission policies that serve to reduce the number of future 
drop-outs.9 This is also most likely the reason for the small number of Haredi 
students at the universities: only 20 percent of Haredi students are enrolled 
in universities, compared to 35-45 percent for each of the other sectors. 

9 A comparison of the average psychometric scores of Haredi students enrolled in 
universities to those of Haredi students enrolled in colleges and at the Open University shows 
a significant gap in favor of the university students of 11 points (out of 100) in each one of the 
score components (English as a second language, math and verbal skills). 
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Figure 14. Distribution of students by type of academic 
institution, 2014
By gender and sector

Source: Eitan Regev, Taub Center. 
Data: Central Bureau of Statistics, unified database of multiple administrative datasets.
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Figure 15. Dropout rates from degree studies
Students who began their academic studies before 2010 and ended them 
before 2014 without earning a degree, percent 

Source: Eitan Regev, Taub Center. 
Data: Central Bureau of Statistics, unified database of multiple administrative datasets. 
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The dropout picture comes into focus when examining the institutional 
frameworks attended by those students who dropped out of degree studies. 
Of the Haredi students who began their academic studies by 2009, 48 percent 
had stopped studying before 2014 without earning a degree. The absolute 
majority of them were enrolled in academic colleges (21 percent of Haredi 
students) and at the Open University (19 percent). In other words, 83 of every 
100 Haredi students who dropped out were enrolled in an academic college 
or the Open University. The high representation of students from these 
institutions among Haredi dropouts, is a combination of a high percentage 
of Haredi students among their student population (compared to other 
sectors) and their more lenient admission requirements. Among women 
as well, a high percentage of dropouts are attending academic colleges. In 
this case, as well, it can be related to the colleges’ more lenient admission 
requirements for female Haredi students. 

Figure 16. Distribution of dropouts by type of academic 
institution
Students who began their academic studies before 2010 and ended them 
before 2014 without earning a degree 

The individual column figures add up to the share of students who have dropped out of studies from that 
group.  
Source: Eitan Regev, Taub Center. 
Data: Central Bureau of Statistics, unified database of multiple administrative datasets.
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Dropout rates by study major

When examining the enrollment (Figure 17a and 17b) and dropout patterns 
of Haredi students by study major (Figure 18a and 18b), a strong relationship 
is found between the type of educational institution where the major is 
predominantly learned and the dropout rates in that major. The highest 
dropout rates were found in humanities and general social sciences (65 and 
63 percent respectively). These two subjects are studied mainly in teaching 
colleges (humanities) and at the Open University (social sciences, see Figure 
16) — institutions whose admission requirements are more lenient and 
dropout rates are higher. On the other hand, the subjects of engineering 
and architecture are studied mainly in public academic colleges, which 
have stricter admissions policies, and accordingly dropout rates of Haredim 
in these subjects are much lower (27 percent). Similarly, mathematics 
and computer sciences are studied mainly at the Open University, and 
the dropout rate from those fields is relatively high. In contrast, there are 
very few Haredi students studying law or business administration at the 
Open University — and therefore the dropout rates there are lower. These 
findings strengthen the claim that the kind of educational institution (and 
its admission requirements) has a significant impact on the likelihood of 
dropping out, even though there are other factors that impact dropout rates 
in each field of study — for example the difficulty level and its compatibility 
with the skills of the Haredi students. From the econometric analysis 
(Appendix Table 1) which controls for the field of study and the students’ 
characteristics, it is also apparent that the type of academic institution 
and the admissions requirements are the two factors which most affect the 
probability of dropping out. 
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Figure 17. Breakdown of Haredi students by academic institution 
and field of study
Aggregate number of students 2000-2014

Source: Eitan Regev and Shirley Yarin, Taub Center.  
Data: Central Bureau of Statistics, unified database of multiple administrative datasets. 
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Figure 18. Dropout rate by sector and fields of study
Those who began before 2010 and dropped out before 2014 prior to earning a 
degree, percent

Haredi men

Secular men

Arab Israeli men

Religious men
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Source: Eitan Regev and Shirley 
Yarin, Taub Center. Data: 
Central Bureau of Statistics, 
unified database of multiple 
administrative datasets. 

Figure 18. (continued) Dropout rate by sector and fields of study
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Dropouts from public colleges compared to private 
colleges 

All of the universities and colleges of education in Israel are public institutions 
funded by the Planning and Budgeting Committee; however some of the 
academic colleges are private institutions that do not receive public funding. 
As noted, 54 percent of male Haredi students and 42 percent of female 
Haredi students are enrolled in academic colleges (not including colleges of 
education). This makes it important to compare the dropout rates of Haredi 
students from public colleges and private colleges. As shown in Figure 19a, 
about two-thirds of female Haredi students in academic colleges are enrolled 
in public colleges, while more than half of male Haredi students are enrolled 
in private ones.  The dropout rates of Haredi students in public colleges are 
lower than those in private colleges: 36 percent in public colleges compared 
to 45 percent in private colleges among men, and 20 percent compared to 41 
percent among women (Figure 19). 

Figure 19a. Distribution of 
Haredi students in academic 
colleges by source of funding, 
2000-2014
Percent

 

Figure 19b. Dropout rate 
of Haredi students from 
academic colleges,* by source 
of funding
Percent

* Students who began their academic studies before 2010 and ended them before 2014  
without earning a degree.  
Source: Eitan Regev, Taub Center. 
Data: Central Bureau of Statistics, unified database of multiple administrative datasets.
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These findings raise concern that private colleges, which are for-profit 
institutions, allow Haredi students with lower entrance level qualifications 
to begin their studies out of economic considerations. Indeed, between 2000 
and 2014, 79 percent of the male Haredi students in private colleges were 
accepted without psychometric exams or bagrut diplomas, compared to 
only 36 percent in public colleges. Further evidence of such considerations, 
is found in the differences between the study majors of Haredi students 
enrolled in public colleges and those in private colleges. In public colleges, 
52 percent of Haredi male students study engineering and architecture; 
16 percent study math and computer sciences; 13 percent study business 
administration; and, 11 percent study social sciences. In private colleges, the 
vast majority of male students study law and business administration (50 
percent and 43 percent, respectively). These differences are evident among 
female Haredi students as well. Among female Haredi students in public 
colleges, 37 percent study business administration; 20 percent study math 
and computer sciences; 15 percent study engineering and architecture; 
12 percent study paramedical professions; and, 10 percent study social 
sciences. In private colleges, however, the vast majority of female Haredi 
students study law and business administration (58 percent and 28 percent, 
respectively). 

It therefore can be said that private colleges focus on a small number of 
study majors for Haredi students and most of their students are concentrated 
in two main areas, of which the labor market is saturated (law and business 
administration). In contrast, public colleges tend to have a wider range of 
study majors with a more realistic professional orientation. For private 
colleges, the focus on law and business administration is more profitable, 
because classes have no space limitations (unlike sciences, for example, 
where the number of spaces is limited by the size of the laboratory). 
Therefore, private colleges have a greater incentive to admit a large number 
of students without significant filtering for the first year (and consequently 
with higher chances of dropping out), because they are not taking the place 
of other potential students. On the other hand, public colleges have a greater 
incentive to conduct a filtering process and prevent dropping out, because 
the number of places in each class is limited, and the higher the percentage 
of graduates, the greater the college’s profits.
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Sector and gender gaps in psychometric scores

There are significant gaps between the psychometric scores of Jewish and 
Arab Israeli exam takers, especially in English (as a second language) and 
verbal skills. The scores of Haredi students, though, are not much lower than 
those in the non-Haredi sector, but the reason is likely a significant selection 
bias. As shown previously, most of the students in the non-Haredi sector 
take the psychometric exam, while among Haredi students the percentage 
is much lower (32 percent). Since dropout rates of Haredi students who took 
the psychometric exam are significantly lower than those of Haredi students 
who did not take the exam, it is very plausible that those Haredi students 
who take the psychometric exams are stronger to begin with — which 
creates an upwards bias of the grade average. Nonetheless, the differences 
between the psychometric scores of Haredi and non-Haredi Jewish students 
provide important insights regarding the main weaknesses of Haredi 
students. Among both male and female Haredim, the weakest subject on 
the psychometric exams is English where their average score was 20 points 
lower (out of 100) than the average score of non-Haredi Jews (Figure 20).

Figure 20. Average psychometric scores by subject, 2000-2014
By gender and sector

The range of scores in each exam area is from 50 to 150.  
Source: Eitan Regev, Taub Center. 
Data: Central Bureau of Statistics, unified database of multiple administrative datasets.
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As shown in Figure 21, in all sectors, the number of women who take 
the psychometric exam is considerably higher than the number of men. It 
is likely that this figure also indicates a selection bias: since more women 
take the test — including weaker students — their average scores are lower 
than the average among men, where fewer, and most probably, the stronger 
candidates take the exam.

Figure 21. Ratio of women to men taking the psychometric 
exams and the ratio of men’s scores to women’s, 2000-2014

Source: Eitan Regev, Taub Center. 
Data: Central Bureau of Statistics, unified database of multiple administrative datasets.

Given that a higher share of women who enroll in academic studies relative 
to men — meaning that women with relatively low abilities also enroll in 
academic studies (as indicated by their lower average psychometric scores) 
— one might have expected higher dropout rates for women than for men. 
In fact, though, the opposite is the case. Again, this might indicate, inter 
alia, that women are more persistent and are less likely to quit (whether 
because of innate differences or social expectations). This explanation 
is consistent with the large gaps in favor of women in the rates of bagrut 
entitlement (55 percent among women compared to 40 percent among men). 
Another complementary explanation is that a higher percentage of male 
students major in the natural sciences — where the fields of study are more 
demanding, and dropout rates are higher. The power of this explanation is 
limited, though, because these significant differences in favor of women, 
persist even in an econometric analysis that controls for fields of study.
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In this context an interesting phenomenon was noted in the Haredi sector: 
among students who took the psychometric exam, the average scores of 
Haredi men who dropped out during their degree studies were higher than 
the scores of Haredi women who completed their degrees successfully (Figure 
22). This might indicate that the cause of Haredi male students dropping out 
stems not only from their weaker academic background (since Haredi women 
with equivalent or lower pre-admission qualifications managed to complete 
their degrees) but also from other difficulties, such as economic challenges, 
lower levels of perseverance, social pressures, or a shortage of information 
when they select their study major. It is also possible that women have an 
advantage in other relevant skills that are not reflected in psychometric 
scores. It is important to recall that unlike the men, Haredi women study 
core subjects and arrive at academic studies with better learning skills. They 
also have more social approval (relative to Haredi men) to acquire academic 
degrees so that they can be the family’s wage earners. 

Figure 22. Average psychometric scores of Haredi students by 
their degree status
Among students who began their studies before 2010

Source: Eitan Regev, Taub Center. 
Data: Central Bureau of Statistics, unified database of multiple administrative datasets.
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Age at the start of academic studies 
A common belief is that one of the barriers that face Haredim who want to 
earn an academic degree is their relative late age of beginning, which makes 
it difficult for them to combine challenging academic studies with family life 
and economic pressure. Yet, an examination of the data shows that the entry 
age of Haredim to academic studies is not significantly different from that 
of other sectors (Figure 23). The average age at the beginning of academic 
studies among male Haredi students is 25, compared to 24.2 among secular 
students; for female Haredi students the average age is 22.6, compared to 
23.4 for female secular students. 

The average age at degree completion among Haredi students is identical 
to the average among non-Haredi Jews — 28.3 years.10 For female Haredi 
students the average age at degree completion is only 25.7 years — compared 
to 27.2 for female secular students, and 26 for female religious students 
(Appendix Figure 2).

Therefore, in contrast to the 
prevailing notion, there are no 
significant gaps between Haredim 
and non-Haredim with regard to 
the average age at the beginning 
of studies. However, we must 
remember that at the average age of 
graduation (28.3), the average Haredi 
student already has between two and 
three children, whereas the average 
secular student has no children 
yet. It is very possible that this fact 
makes it difficult for Haredi students 
to complete their academic studies. 
The fact that female Haredi students 
complete their studies at an average 
age of three years younger than the 
males may explain, at least in part, 
why the dropout rates of female 
Haredi students are significantly 
lower than those of male Haredim. 

10 The average length of studies for Haredi students who earned a degree is shorter than for 
non-Haredi students, because the share of non-Haredi students in four-year degree programs 
(engineering, for example) is higher.

Figure 23. Average age at start 
of first degree, 2000-2014

Source: Eitan Regev, Taub Center. 
Data: Central Bureau of Statistics, unified database 
of multiple administrative datasets.

The Challenges of Integrating Haredim into Academic Studies 251251



2. Analysis by Haredi streams

The analysis to this point examined the Haredi sector as a homogeneous 
population, but, in fact, there are significant differences between the 
different streams that comprise the Haredi population. A distinction between 
them allows a more precise analysis, but few studies to date were able to 
make this distinction, and the few that have done so were based mainly on 
questionnaires and surveys with a relatively small number of observations. 
The present study (to the best of the author’s knowledge) is the first to 
analyze the data by streams based on administrative data which include the 
entire Haredi population (age 37 and under). 

The identification of Haredi streams was made possible through a 
classification of the Haredi supervised educational institutions of individuals 
in grades 7-12. Out of 520 institutions, where 230,000 Haredi boys and girls 
were enrolled in the relevant years, 480 institutions were successfully 
classified by stream including a total of roughly 200,000 Haredim in the 
relevant years. This population was divided into four main streams: 
Lithuanian, Sephardic, Hasidic (excluding Chabad), and Chabad. The analysis 
found that a small percentage (3 percent) of the sample population studied in 
institutions (listed under Haredi supervision) which are, in fact, not Haredi 
schools, but national-religious schools. Another 2 percent dropped out of 
the traditional Haredi institutions and transferred to specialized institutions 
(in some of which core curricula are taught), and therefore it is impossible to 
determine to which stream they belong.

An analysis of the data reveals that among men, most of those entitled to 
a bagrut certificate are in fact those who studied in the (Haredi supervised) 
institutions which are actually national-religious schools. The percent of 
bagrut qualification among men in the four main streams is only 1 percent 
(2 percent in Chabad institutions). A closer look shows that 11 percent of 
degree students who, at youth, attended Haredi supervised high schools – are 
actually national religious (and not Haredi) students. Since the rate of those 
with higher education is higher in the national religious sector, this means 
that they are overrepresented in the population of students who went to 
high schools listed under Haredi supervision. The addition of the national-
religious students moves the relevant indices of Haredi performance in 
academic studies upwards. When each stream is analyzed separately, and 
those from Haredi supervised national-religious schools are removed from 
the equation, lower performances are found. For instance, when national 
religious students are removed from the analysis, dropout rates of Haredi 
men from academic studies increase from 48 percent to 57 percent (Table 1).
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Table 1. Study and employment data for the main Haredi streams

National-
religious 
(in Haredi 
supervised 
schools)

Lithuanian Hasidic Sephardic Chabad

Employment 
rate (ages 25-35), 
2013

Men 60% 30% 40% 45% 51%

Women 81% 73% 60% 69% 72%

Bagrut 
entitlement 
(ages 19-35), 
2014

Men 40% 1% 1% 1% 2%

Women 69% 11% 0% 19% 66%

Students, now or 
in the past (ages 
25-35), 2014

Men 38% 7% 4% 6% 12%

Women 63% 15% 3% 14% 29%

Degree dropout 
rate*

Men 34% 58% 56% 57% 54%

Women 14% 29% 39% 41% 42%

Students 
accepted 
without bagrut 
or psychometric, 
2010-2014

Men 16% 76% 73% 76% 73%

Women 3% 59% 75% 47% 5%

University 
students, 2014

Men 29% 14% 13% 11% 11%

Women 37% 16% 22% 9% 11%

Share of the 
stream in the 
Haredi sector, 
2010

Total — 41.6% 29.7% 22.9% 5.9%

* Students who began their academic studies before 2010 and ended them before 2014 without earning a 
degree.  
Source: Eitan Regev, Taub Center. 
Data: Central Bureau of Statistics, unified database of multiple administrative datasets. 
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Compared to the minimal share of bagrut certificates among men 
from the four main Haredi streams, among Haredi women there are clear 
differences between the different streams. About 66 percent of Chabad and 
19 percent of Sephardic Haredi women hold bagrut certificates, compared to 
11 percent of the Lithuanians and 4 percent of the Hasidic women. It is also 
noteworthy that even though the percent of Lithuanian Haredi women with 
bagrut qualification is only about half of the rate of Sephardic women, the 
rate of Lithuanian women enrolled in academic degree programs is slightly 
higher than that of Sephardic women (15 percent compared to 14 percent); 
and dropout rates of Lithuanian women are substantially lower than those 
of the Sephardic women — 29 percent compared to 41 percent, respectively. 

When examining by streams the rate of integration in academic studies, 
it becomes apparent that the data for Lithuanian and Sephardic Haredim 
is very similar. As mentioned, 15 percent of the Lithuanian women and 14 
percent of Sephardic women are (or were) students, compared to 7 percent 
of Lithuanian men and 6 percent for Sephardic men. The highest levels of 
integration were found among women and men from the Chabad stream (29 
percent and 12 percent, respectively), and the lowest rates of integration in 
academic studies were found in the Hasidic stream (excluding Chabad): only 
4 percent of the men and 3 percent of the women. As can be seen in Table 
1, for members of the national-religious community who studied in Haredi-
supervised institutions, the level of integration in academic studies is very 
similar to that of members of the national-religious community who studied 
in institutions under state-religious supervision (63 percent of women and 
38 percent of men). As noted, the fact that the level of integration of the 
national-religious in academic studies is substantially higher than those of 
Haredim tilts upward the overall figure for all students who at high school 
age attended institutions listed under Haredi supervision (at least officially).  

For Haredi students from all streams (except female students from the 
Chabad stream), their qualifications upon entrance to degree studies are very 
low. About 75 percent of them were accepted to academic studies without 
bagrut or psychometric exams; 18 percent were admitted on the basis of 
a psychometric exam only; and 3 percent on the basis of bagrut only. Only 
4 percent of all Haredi students have both bagrut and psychometric exam 
scores. Among Haredi women, the picture is a somewhat different. Students 
from the Chabad stream are a special case: the vast majority of them (95 
percent) have a bagrut qualification and/or psychometric scores. In the 
other streams, about half of the female students were accepted without 
bagrut diplomas or psychometric exams: 59 percent of the Lithuanian 
women and 46 percent of female students from the Sephardic and Hasidic 

State of the Nation Report: Society, Economy and Policy 2016254254



streams. Nonetheless, it is actually the female Lithuanian students who have 
the lowest dropout rates. This might indicate additional and substantial 
social and economic barriers (other than bagrut qualification) that lead to 
lower success rates among women from the Sephardic and Hasidic streams 
compared to the Lithuanians. 

In contrast to Haredi students, among students from Haredi-supervised 
national-religious high schools, the majority (84 percent of men and 97 
percent of women) were admitted to academic studies based on bagrut and/
or psychometric scores. 

In looking at dropout rates of Haredi students from the different streams, 
it appears that among men, there are no significant differences between 
streams. Dropout rates among male students from the Sephardic, Lithuanian, 
and Hasidic streams are 59 percent, 58 percent and 55 percent, respectively. 
It is possible that the somewhat lower dropout rates of students from the 
Hasidic stream result from the fact that a lower percentage of Hasidic men 
pursue an academic education. Once again, this may represent a selection 
bias in that the stronger students are those who seek higher education. 
Among the women, there is a substantial difference between the dropout 
rates of Sephardic and Hasidic students, (both at 41 percent), and that of 
Lithuanian students, which is only 29 percent. A closer look at the factors 
that contribute to the success of students from the Lithuanian stream might 
help in reducing the dropout rates from the other streams. Not surprisingly, 
the dropout rates of students from Haredi-supervised national religious 
high schools are significantly lower than the dropout rates of the Haredim, 
34 percent among men and only 14 percent among women.

A look at the employment patterns in each stream also provides insights 
about the motivation of Haredi youth pursuing academic degrees. It 
appears that among Haredim ages 25 to 35, there are significant differences 
between streams with regard to the division of wage earning responsibilities 
between the two spouses. Both in the Hasidic and the Lithuanian streams, 
the average couple holds one job between them, however in the Hasidic 
stream the average distribution between wife and husband is 60/40 percent, 
respectively, and among the Lithuanians the average distribution is 70/30 
percent, respectively. On the other hand, in the Sephardic stream and 
Chabad, combined employment rates are higher. Among Sephardic Haredim, 
the employment rate of women is 69 percent, and of men 45 percent, and, 
in Chabad, the figures are 72 percent and 51 percent, respectively. Not 
surprisingly, the employment rate of those who attended Haredi-supervised 
national religious high schools is substantially higher than the employment 
rates of Haredim — 81 percent among women and 60 percent among men.
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Conclusions and recommendations

While there has been an impressive growth in the number of Haredi students 
pursuing academic degrees in the last few years, there still are major 
challenges on the way to their successful integration into higher education 
and the labor force. The official data show that the share of degree holders 
among individuals who were educated at youth in the Haredi education 
system is much lower than traditional, survey based, estimates (which 
relied on self-reporting). In the 25-35 age group, only 2.4 percent of Haredi 
men and 8.3 percent of Haredi women hold academic degrees. In addition, 
dropout rates, especially for Haredi men, are particularly high and only half 
of them complete their degrees. 

Relative to non-Haredi students, a low percent of Haredi students study 
in universities, and a high percent attend academic colleges (especially 
Haredi campuses) and the Open University, where the academic level and 
requirements are high but registration is open to all. Among Haredi drop-
outs, 44 percent attended academic colleges and another 40 percent attended 
the Open University. Most Haredi students are admitted to academic studies 
without a bagrut or psychometric exam. This is not only due to the fact 
that most of them attend academic colleges but also because admission 
requirements of Haredi campuses are especially lenient relative to campuses 
in the non-Haredi sector. An examination of trends over time shows that 
the lenient admission requirements are a relatively new phenomenon. In 
2000, only 26 percent of Haredi students were accepted for academic studies 
without a bagrut or psychometric exam, whereas in 2014, that figure rose to 
53 percent. That trend resulting from the spike in the number of Haredim 
pursuing an academic degree presents major challenges and requires a 
unique response by academic institutions and the state. The fact that the 
majority of male Haredi students did not study core subjects at youth 
substantially impacts their ability to successfully complete an academic 
degree. It appears that without a change in their early basic education, their 
dropout rates will remain high. The problem is most evident in the subject of 
English (as a second language): a comparison of psychometric scores of non-
Haredi students and Haredi students shows a very large gap in the English 
section of the exam (20 points out of 100), compared to a 6-7 point gap in 
math and parity on the verbal skills section. Nevertheless, suitable academic 
preparation and a supportive academic environment during studies may 
improve the chances of academic success of Haredi students.  

The importance of pre-academic preparation and support during studies 
is reflected by the differences between the profiles of the Haredi students 
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in public and private colleges — where more than half and one-third of the 
male and female Haredi academic college students study, respectively. The 
dropout rates of male and female Haredi students from public colleges are 
significantly lower than in private colleges, the range of subjects is broader 
and oriented towards the natural sciences (compared to the focus on law and 
business administration in the private colleges), admission requirements 
are stricter and support is more substantial (publicly-funded tutoring). 
These findings raise concern that in private colleges the pre-admission 
qualification requirements for Haredi students are too lenient, out of 
economic considerations by the colleges: 79 percent of the Haredi students 
in private colleges are admitted without bagrut or psychometric exams. 

Analysis by Haredi streams shows that the level of integration in 
academic studies among Haredi men and women from the Chabad stream is 
the highest (29 percent among women and 15 percent among men). Among 
women belonging to the three other major streams (Lithuanian, Hasidic 
and Sephardic), Lithuanian women attend academic studies at the highest 
rate (15 percent), and their dropout rates are the lowest (29 percent) – even 
though their rate of bagrut entitlement is lower than that of Sephardic 
women. A possible explanation is the fact that, in the Lithuanian stream, 
women carry the burden of supporting the family more than in any other 
stream, and, therefore, they have stronger economic incentives to complete 
a degree.

The lenient admission requirements for Haredi campuses are part of a 
policy aimed at making academic education more accessible to members 
of the Haredi community — despite their more challenging educational 
background. It appears, though, that in some institutions (especially Haredi 
campuses in academic colleges), the admission requirements are too lenient, 
and as a result an excessively high percentage of Haredi students (especially 
men) drop out prior to completing a degree. In addition, 18 percent of all 
Haredi students are enrolled at the Open University (more than any other 
sector) and 86 percent of them drop out. This is because on the one hand the 
academic level and requirements at the Open University are high, while on 
the other hand registration is open to everyone. 

It might be advisable to reevaluate the filtering mechanisms for the entry 
into academic studies to balance more effectively the goal of increased 
integration of Haredim and maintaining more reasonable dropout rates. 
It might also be advisable to create supportive programs that would take 
into account the unique needs of Haredi students at the Open University in 
order to improve their chances of successfully completing their degrees. At 
the same time, it is necessary to increase the oversight of other institutions 
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and make sure they enforce enrollment in pre-academic preparatory 
programs (for students without bagrut) as a precondition for admission — in 
accordance with the law. On Haredi campuses, especially private colleges with 
particularly high dropout rates, it might be advisable to institute admission 
testing for those without bagrut and psychometric exams, to determine 
whether the student requires a long or abbreviated preparatory program 
before beginning their degree studies. As part of the complementary studies 
(academic preparatory program or other), special emphasis should be placed 
on improving the level of proficiency in English of Haredi students, where 
the gap between them and non-Haredi students is particularly wide. 

Another important point to take into account is that Haredi students 
begin studying for their degrees at the age of 25 (on average). This figure is 
similar to the start age among non-Haredi students, but in contrast to non-
Haredim, most Haredim at that age are already parents and are supporting 
families. The vast majority of Haredi students work while studying for their 
degrees, like their counterparts in the non-Haredi sector, but it appears that 
for the Haredi students the combined challenges of bridging the knowledge 
gaps while also working and raising a family — makes it extremely difficult 
to complete their degrees. It is therefore possible that economic assistance 
in the form of scholarships for Haredi students with children could possibly 
improve their success rates. 
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Population census (2008); Population registry (2014).

Listing of Haredi schools and their division by streams (1996-2010).

Malach, Gilad, Lee Kahaner and Eitan Regev (2016), Evaluation of the Five-Year 
Plan of the Council for Higher Education and Planning and Budgeting Committee for the 
Haredi Population for 2011-2015 and Recommendations for the Next Five Years (2016-
2020), Central Bureau of Statistics.
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Appendix

Results of the regression analysis

As shown throughout the chapter, the two variables with the greatest 
impact on students’ chances of dropping out (for all sectors) are their pre-
admission qualifications (do they have a matriculation certificate and/or a 
psychometric exam score) and the type of institution where they study. It is 
important to note that, this study also tested models in which psychometric 
scores served as explanatory variables for dropping out. Their explanatory 
power proved to be small, because for most students in the general sector, 
the choice of study major and institution — two choices that are closely 
related to the likelihood of dropping out — are derived from  the options that 
become available given their psychometric score. In contrast, the type of 
institutional screening and the degree to which admission requirements are 
followed have a much more substantial impact on dropout rates. This being 
the case, and given that most Haredi students do not have matriculation 
certificates or psychometric scores, an econometric model was selected 
that does not include the scores which enabled the analysis to include 
5,000 Haredi students (rather than just 400 in the model that includes these 
scores). It should be noted that similar results were obtained using a model 
that takes matriculation and psychometric exam scores into account — and  
the impact of gender on the chances of dropping out was actually slightly 
stronger (for all sectors). However, as noted, the small number of Haredim 
with matriculation or psychometric exam scores reduces the explanatory 
power of this model for Haredi students (who are the focus of this study). 
Thus, the results of the second model will be presented here.

The regression results reaffirm the notion that the type of academic 
institution is highly correlated with the likelihood of dropping out. The 
chances of Open University students from the general sector dropping out 
are 50 percentage points higher compared to students at other universities 
— and the chances of Haredi Open University students dropping out are 62 
percentage points higher — than those of Haredi students studying at other 
universities. As noted, these results are not surprising given the combination 
of high academic level and open admissions. In this regard, the results for the 
colleges are actually more interesting: while in the general sector the chance 
of academic college students dropping out is only 5 percent higher than that 
of university students, in the Haredi sector the chance is 21 percent higher. 
This finding reinforces the argument that in many cases the 
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admissions requirement to the Haredi campuses in academic colleges are 
less demanding than those of general sector campuses.

When examining how student qualifications at entry to degree studies 
affect the likelihood of dropping out, one can see (unsurprisingly) that 
matriculation certificate reduces the dropout rate for all sectors. However, 
in the Haredi sector, the effect is smaller than in the general sector. As noted, 
this may be due to the fact that most Haredi women study core subjects but 
do not take the matriculation exams — meaning that for them, the lack of 
matriculation certificate does not necessarily testify to lower ability. Also, 
unlike the general sector, in the Haredi sector taking only the psychometric 
exam does not indicate better chances of completing the degree; but when 
Haredi students have both matriculation certificate and psychometric exam 
scores, their chances of dropping out are substantially lower.

The analysis reveals that, even after controlling for variables relevant to 
dropping out, such as student age, study major, parental education level, 
and socioeconomic status, gender has (in all sectors) a significant effect on 
the chances of successfully completing the degree — and men’s chances of 
dropping out are higher. For secular students, men’s chances of dropping 
out are 5 percentage points higher than those of women; in the non-Haredi 
religious sector men’s chances are 6 percentage points higher than those 
of women; among Arab Israelis they are 10 percentage points higher, and 
among Haredim they are 11 percentage points higher. 

Parental education level, especially father’s education level, has a small 
but significant effect on the chance of completing a degree: the higher the 
parents’ number of years of schooling, the smaller the chance that a student 
will drop out of school (though, again, the effect is small). Similarly, in 
most sectors, the chance of a student dropping out declines only slightly 
as parental income increases, and when the student comes from a locality 
belonging to a higher socioeconomic cluster. The fact that economic 
background has only a very small impact on the chances of successfully 
completing a degree is encouraging, as it shows that, once an individual has 
managed to be admitted to degree studies, economic background does not 
constitute a glass ceiling. Another finding that supports this is that, in all 
of the sectors, number of siblings has no effect on a student’s chances of 
completing his or her degree.

Among Jews, the student’s country of origin has a substantial impact on 
the chance of dropping out. Among secular students, immigrants of long-
term residence in Israel chances of dropping out are 4 percentage points 
lower than those of Israeli-born students. A possible explanation is that these 
are students who were born in the former Soviet Union, and thus may have a 
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stronger study ethic and come from families with an academic background. 
By contrast, among the religious and Haredim, the chances of immigrants 
dropping out are 4 percentage points higher than those of Israeli-born 
students. This may be due to differences between their countries of origin 
and those of secular immigrants. In the secular and Arab Israeli sectors, 
student age has a small but significant impact on the chance of dropping 
out — the older students are when they begin their studies, the greater their 
chances of dropping out.

When examining how student dropout rates are affected by choice of study 
major, one finds that, in the general population, the chances of students 
dropping out of fields in the sciences, such as engineering, architecture and 
medicine, are substantially lower than those of art students. It is reasonable 
to attribute this to the stricter screening that takes place in scientific subject 
areas. In business administration as well, the general population’s dropout 
rates appear to be relatively low. By contrast, in the Haredi sector it is hard 
to identify a specific study major in which attrition rates are significantly 
different from those of art (except for medicine, which is studied by very 
few Haredim). This finding also reinforces the argument that the main 
factors contributing to the high dropout rate among Haredim are the type of 
academic institution and its screening requirements.
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Appendix Table 1. Factors that influence likelihood of dropping 
out of academic studies
OLS regression results, dependent variable: did the student drop out of 
academic studies

Dependent variable Secular Religious Haredi Arab Israeli
Men 0.047*** 0.061*** 0.114*** 0.103***
Annual income of parents (in hundred 

thousands)

0 -0.004*** -0.012*** -0.004

Years of schooling (mother) 0 -0.002** -0.001 -0.003**
Years of schooling (father) -0.002*** -0.004*** -0.005*** -0.001
Long-time immigrant -0.043*** 0.049*** 0.041* 0.01
Father, Israeli-born -0.009*** -0.002 0.005 0.007
Age at start of academic studies 0.005*** 0.002 0 0.021***
Number of siblings 0 0.002 0.004 0
Socioeconomic cluster (1-10) -0.002** -0.004** -0.004 -0.004
Academic admission requirements: Difference in likelihood of dropping out compared to 
students without bagrut or psychometric exams
Bagrut only -0.155*** -0.15*** -0.074*** -0.108***
Psychometric only -0.109*** -0.088*** 0.003 -0.093***
Bagrut and psychometric -0.224*** -0.19*** -0.106*** -0.2***
Institution: Difference in likelihood of dropping out compared to university
Open University 0.52*** 0.512*** 0.618*** 0.483***
Academic college 0.038*** 0.066*** 0.213*** 0.064***
College of education 0.085*** 0.154*** 0.224*** 0.033***
Field of study: Difference in likelihood of dropping out compared to studying the arts
Engineering/Architecture -0.058*** -0.195*** -0.076 -0.107***
Education -0.061*** -0.185*** -0.057 -0.235***
Agriculture -0.052*** -0.192*** 0.141 -0.233**
Social science -0.045*** -0.142*** 0.041 -0.125***
Humanities 0.051*** -0.069*** 0.069 -0.038
Biological science -0.036*** -0.164*** 0.022 -0.137***
Physical science -0.014 -0.176*** 0.064 -0.111**
Medical paraprofessionals -0.087*** -0.178*** 0.082* -0.256***
Law 0.01*** -0.225*** 0.017 -0.24***
Math, Statistics, Computer science -0.026*** -0.145*** -0.018 -0.083**
Business/Management science -0.124*** -0.224*** -0.027 -0.126***
Medicine -0.098*** -0.211*** 0.279*** -0.294***
Languages, Literature, Regional 
studies

0.017 -0.153*** 0.035 -0.121***

Other 0.054** -0.131*** 0.174 0.502***
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Student qualifications upon entrance to degree studies in 
the different institutions

An examination of student qualifications in the different academic 
institutions shows that those at the Open University are the lowest: 76 
percent of the male Haredi students and 70 percent of female Haredi students 
do not have a bagrut certificate or psychometric exam scores, compared 
to 35 percent and 30 percent (respectively) in the non-Haredi sector. This 
figure is not surprising because the Open University is designed (inter alia) 
to allow even people without bagrut or psychometric exams the opportunity 
to pursue higher education.  

However, in academic colleges and teaching colleges, there are also 
substantial differences between the profiles of Haredi students and other 
students: 61 percent of the male Haredi students and 46 percent of female 
Haredi students attending academic colleges do not have bagrut certificates 
or psychometric exams relative to 8 percent of male and 12 percent of female 
non-Haredi students (Jews and Arab Israelis) attending similar institutions. 
In teaching colleges, there are also large gaps between the qualifications of 
Haredi students and those of non-Haredi students. In contrast, it appears 
that in universities the adherence to admission requirements is stricter, 
and only 22 percent of the male and 19 percent of female Haredi students 
enrolled in universities were accepted without a bagrut or psychometric 
exams (compared to 2 percent of male and female non-Haredi enrolled in 
universities). It thus appears that of all types of academic institutions, the 
colleges are the ones that present the most lenient admission requirements 
to the Haredim relative to the non-Haredim. 
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Appendix Figure 1. Student qualifications upon admission to 
academic institution
By sector and type of academic institution

Source: Eitan Regev, Taub Center. 

Data: Central Bureau of Statistics, unified database of multiple administrative datasets.
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Appendix Figure 2. Bagrut qualification among 19-35-year-old 
age group, 2014
By Haredi stream and gender, percent

Source: Eitan Regev, Taub Center.  
Data: Central Bureau of Statistics, unified database of multiple administrative datasets.

Appendix Figure 3. Share of students and young adults who have 
studied for an academic degree, 2014
By Haredi stream and gender, ages 25-35, percent

Source: Eitan Regev, Taub Center.  

Data: Central Bureau of Statistics, unified database of multiple administrative datasets.
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Appendix Figure 4. Share of students admitted to academic 
studies without bagrut or psychometric, 2000-2014
By Haredi stream and gender, percent

 

Source: Eitan Regev, Taub Center.  
Data: Central Bureau of Statistics, unified database of multiple administrative datasets.

Appendix Figure 5. Dropout rate from academic studies, by 
Haredi stream and gender
Those who began between 2000 and 2009 and dropped out before 2014 prior to 
earning a degree, percent

Source: Eitan Regev, Taub Center.  
Data: Central Bureau of Statistics, unified database of multiple administrative datasets.
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Appendix Figure 6. Employment rate among 25-35-year-olds, 
2013
By Haredi stream and gender

Source: Eitan Regev, Taub Center.  
Data: Central Bureau of Statistics, unified database of multiple administrative datasets.
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Equality and Multiculturalism 
in Public Education:

Thoughts About the Present, 
Proposals for the Future

Nachum Blass and Yossi Shavit*

Although the past ten years have been relatively good years for the education 
system, the prevailing feeling is that education, especially public education, 
is in crisis. The education system in Israel is mostly public, and is based on the 
Compulsory Education Law (enacted immediately upon the establishment 
of the state with amendments over time) and on the State Education Law 
(1953). The two laws are intended to ensure equal education, giving all of 
Israel’s children a common basis of knowledge and values, with funding 
and oversight by the state. This education is intended to teach contents 
determined and approved by the Ministry of Education, and in parallel to 
grant various communities — religious, national and cultural-ideological — 
the opportunity to preserve and strengthen their uniqueness.

In Israel, however, public education has never been uniform in all sectors, 
nor has it been equal. Public education in Israel, like education systems in 
other diverse societies, is attempting to resolve the contradiction between 
principles of equality and uniformity in the public education system and 
the principle of multiculturalism, which grants autonomy to each group in 
shaping the education system that serves its children.  

However, not all social groups benefit from autonomy to the same extent.  
Four distinct frameworks have operated in the Israeli education system 
since its beginning: Jewish state education, religious state education, Haredi 
(ultra-Orthodox) education with its frameworks, and Arab state education. 
These four sub-systems enjoy different levels of autonomy in preserving a 
distinctive character, differing also with regard to their source of pedagogical 
authority, supervision and budgeting.

* Nachum Blass, Principal Researcher in education, Taub Center. Prof. Yossi Shavit, Chair, 
Taub Center Education Policy Program; Weinberg Professor of Sociology, Department of 
Sociology and Anthropology, Tel Aviv University. 
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In the 1960s, the core of public education consisted of Jewish and state 
religious education. They included about 85 percent of all the pupils (and 
about 90 percent without Arab Israeli education), and other streams (Arab 
Israeli and Haredi education) were marginal in the system. Today, the share 
of those attending these other streams is approaching 50 percent, and the 
degree of difference between them has grown. These differences are reflected 
not only in the curriculum, autonomy and budgeting, but also in their pupil 
selection and admission practices, their educational achievements, and their 
dropout rates.

The dramatic change in the demographic composition of the pupil 
population and its increasing variance by religion, ideology and sector 
intensify the challenges inherent in the conflict between the role of education 
in promoting social cohesion, and the principle of multiculturalism. This is 
nowhere more apparent than in the difficulty to create a common curricula 
and a just distribution of resources among the four educational frameworks.

These challenges demand a rethinking of the education system and the 
ideology at its core. The time has come to admit that public education is not 
today, nor has it ever been, equal and uniform.

In our view, equality should be the guiding goal of the education system. 
However, this goal cannot be held aloft as long as the rights of communities 
to educate their children according to their beliefs and worldviews are 
denied. It should be acknowledged that cultural-ideological, religious and 
national communities are interested in promoting different values from 
each other, and the right to do so should not be restricted to religious Jewish 
communities. 

Today, the education system allows the operation of educational 
institutions that are not subject to the operating rules that apply to public 
schools. The price of “exemption” from regulation by the state is a fine of 
a reduction in state budgeting of 25 percent (in some cases the fine is even 
higher) relative to the budget of public educational institutions. 

This issue hit the headlines recently due to the much reported strike by 
Church schools serving about 33,000 Arab Israeli pupils (both Muslim and 
Christian), the struggle of the Reali school in Haifa against the Ministry of 
Education’s decision to slash its budget because of its high tuition fees, and 
the ministry’s battle with Haredi institutions that refuse to admit Sephardi 
girls. Some of these schools teach either part or all of the State of Israel’s 
official school curriculum, but they have selective admissions policies. In 
contrast, some of the state religious schools (which are public according 
to their official definition) have selective admissions policies and are not 
sanctioned for it.
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We suggest allowing special groups, be they religious, national or cultural-
ideological, have the right to maintain education systems as they see fit, and 
that these systems be supported identically, if the following conditions are 
met:

1. Budgeting will be equal and progressive. Each educational institution 
will be budgeted on the basis of a uniform but socioeconomically 
differential standard regardless of national, religious or cultural-
ideological identity. This standard will grant a significant advantage1 to 
pupils from weaker socioeconomic backgrounds over pupils with more 
advantaged socioeconomic backgrounds. The principle of differential 
budgeting will apply to all levels of education (from preschool to the 
end of high school), and will include all the components of educational 
expenditure.

2. Budgeting of each framework’s educational institutions will be 
conditional on:

• Employment of teachers and other educational staff must meet the 
educational and training requirements determined by the Ministry of 
Education, and in the framework of national labor agreements;

• Absolute prohibition of the selection of pupils to schools on the 
basis of ethnic background, gender, ability to pay, or prior learning 
achievements. 

• Pupils who choose to attend schools that are distinct from a religious, 
cultural or ideological aspect will be expected to conduct themselves in 
accordance to the norms corresponding of the school.

• The inclusion in the school’s curriculum of core subjects at a level to be 
decided by the Ministry of Education, which will not exceed 30 percent 
of the basic curriculum.

1  Studies in the United States, in lawsuits about the budgeting required to bring pupils 
from a weak socioeconomic background up to the level of pupils from more advantaged 
backgrounds, have shown that the addition is at least 50 percent, and perhaps more. 
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Not meeting these conditions will result in a budgetary reduction at a 
level to be determined in advance by the Ministry of Education.

In addition to and beyond the core curriculum, each educational 
framework will be free to determine the curricula, teaching methods, 
evaluation standards, and rules of behavior in its institutions, as long as they 
do not encourage violence, racism or stand in contradiction to the laws of the 
state. Each framework will be able to decide for itself on the establishment of 
a steering committee with powers to implement decisions in these matters. 
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Developments in the  
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John Gal*

 

*  Prof. John Gal, Chair, Taub Center Social Welfare Policy Program; Paul Baerwald School of 
Social Work and Social Welfare, the Hebrew University of Jerusalem.

Social welfare and social security issues have not been at the center of the 
Israeli government’s agenda in the last two years. Although inequality 
and poverty levels in Israel remain especially high, with no real decline 
recorded since the beginning of the century, social spending in Israel has 
not grown appreciably during this period. Even the Committee for the War 
against Poverty, which was established by the government and submitted its 
conclusions in mid-2014, has not succeeded in placing poverty at the center 
of social discourse and governmental activities. Nevertheless, political 
circumstances have resulted in the adoption (or planned adoption) of some 
of the committee’s recommendations.

It is clear that Israel’s policy makers prefer to deal with the widespread 
phenomena of inequality and poverty in Israeli society, and with the negative 
consequences of the continuing increase in the cost of living, through the 
free market — by taking steps to promote an increase in market competition 
in order to bring down the prices of goods and services, and to increase the 
participation of low-income populations in the labor market. At the same 
time, though, there has been no significant improvement in accessibility 
to high-quality social services or an increase in the generosity of the social 
security system. Those steps would require an increase in the tax burden and 
in social spending as well as a redistribution of resources. This can be seen 
in the relatively low level of social spending that characterizes the State of 
Israel. Public social welfare spending (not including education) stands at 15 
percent of GDP, while in OECD countries, the average expenditure rate is 22 
percent and reaches to over 25 percent of GDP in the more developed welfare 
states. It is hardly surprising that in countries with low social spending, like 
Israel, the extent of poverty and inequality level tend to be higher.

It would appear that the Israeli government’s preference for emphasizing 
the centrality of the free market in contending with poverty and social 
gaps rests on a dominant world view among its policy makers. The focus 
is on growth and the avoidance of any excessive intervention in the free 
market or increases in the tax burden on citizens and companies. It is also  
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linked to budgetary constraints, though, which stem from the slowdown 
in the economy’s growth during this period, and from diverse budgetary 
requirements that the government must meet, including high security costs. 
This dominant trend can be most clearly seen in government expenditure on 
social services and cash benefits intended to ensure the social welfare of the 
population. The expenditure in these fields as a percentage of GDP declined 
appreciably in the early 2000s, and has since remained stable at a low level 
(between 8 and 9 percent of GDP).

There are additional expressions of the government’s clear preference 
for the free market as an answer to social problems. For example, in recent 
years there has been an accelerating tendency to rely on non-governmental 
agencies (commercial firms and NGOs) for the provision of social services. The 
privatization of social services, mainly by means of outsourcing, continues to 
expand, and the government discourse in this area focuses on streamlining 
the process (Prime Minister’s Office, 2016). The outsourcing phenomenon is 
especially widespread in the Ministry of Labor and Social Welfare, where 80 
percent of the ministry budget is dedicated to the provision of services by 
non-governmental agencies.

Another example of this policy preference is in the housing area. In 
contrast to past policy where the government intervened through public 
construction or direct assistance to buyers or renters, the current policy 
is essentially different. It focuses on an effort to expand the supply of 
apartments in order to bring down housing prices (Benchetrit, 2014). Thus, 
alongside an appreciable decline in the budget for public housing and 
Ministry of Construction and Housing direct support for those in need of 
assistance with housing financing, the government is focusing on activities 
to expand the supply in the housing market. The most prominent step is the 
“occupant price” policy, which offers housing at a reduced cost to eligible 
borrowers and seeks to encourage private construction at costs lower than 
the market price.

Two other notable trends in the social welfare and social security fields 
have an impact on the major social problems in Israeli society. First, despite 
the government’s disinclination to expand social spending and its aversion 
to direct intervention, a variety of (limited) steps have been adopted to try 
to deal with the hardships faced by those living in poverty. These stepsare 
largely due to demands by the coalition partners in the government 
established following the last election, and to the government’s agreement 
to adopt some of the recommendations of the Committee for the War 
Against Poverty headed by MK Eli Elalouf (currently Chair of the Labor, 
Welfare and Health Committee). Even though the committee did not succeed  
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in raising the issue of poverty to the top of the government’s agenda, some 
specific recommendations have already been adopted, or a commitment has 
been made to adopt them in the coming budgetary year. These include an 
increase in the allowances intended for the elderly living in poverty, partial 
cancellation of the intended reduction in child allowances and introduction 
of the “Savings for Every Child” program (from 2017), legislation to improve 
the assistance given to working single mothers living in poverty, and an 
expansion of the negative income tax program. In the area of direct welfare 
services, the “Breathe of Relief” program was inaugurated. This is an 
experimental program of welfare services at the local level, through which 
poverty-stricken families receive close coaching by social workers as well as 
material assistance, and it includes an expanded efforts to integrate them 
into the labor market. Unfortunately, the expenditure on these programs is 
well below the recommended budget set by the committee as vital if the goal 
of reducing poverty in Israel to the average level in the OECD countries, i.e., 
one-tenth of all families, is to be reached. The main recommendations that 
were not adopted, though, were those calling for increases in guaranteed 
income benefits, which serve as a safety net for the neediest population, as 
well as other recommendations in the healthcare and housing fields.

A second trend reflects the growing emphasis on the realization of social 
rights by the country’s citizens. This is the result of an ongoing process 
that puts the rights discourse, including social rights, at center stage. It is 
apparent that social networks and easy access to sources of information have 
contributed to the acceleration of this trend (and also opened the way for 
negative aspects, such as incidents of violent shaming of civil servants). The 
process has recently matured in varied and fascinating ways. For example, 
various population groups have used social media to conduct their battles 
for expanded rights and increased transparency in the government agencies 
responsible for determining entitlement. The impact of these movements can 
be seen in the recent decision of the Ministry of Labor and Social Welfare to 
implement the recommendations of the Silman Committee, which examined 
the issue of removing children from their homes and recommended greater 
involvement of families in the deliberations of Committees for the Removal 
of Children from Parental Custody. Relentless criticism of the conduct of the 
National Insurance Institute’s medical committees has led to a program to 
enhance access to these committees and increase the transparency of their 
actions. The struggles of people with disabilities to expand their rights have 
also led to changes, albeit only partial, in social policy. The government has 
agreed to raise benefits by a small rate in 2017, and there is an initiative in 
the Knesset to increase the general disability benefits substantially.
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Another aspect of this revolution is reflected in a growing awareness 
among individuals, civil society organizations and administrative agents 
regarding the importance of citizens fully realizing their rights (see, for 
example, the comprehensive report on this topic by the State Comptroller, 
2015). This is something that needs to take place at the government agency 
level (particularly the National Insurance Institute), the local authority level 
(social workers, for instance) and the individual level. Recently, there has 
been a notable increase in social media sites that provide comprehensive 
information on social rights and prominent civil society organizations 
that can take action on behalf of individuals trying to realize their rights. 
Alongside, a market has sprung up of commercial and professional agencies 
that focus on assistance in the social rights areas as well.
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Public Spending on  
Social Welfare 

John Gal and Shavit Madhala-Brik* 

Abstract 

This chapter surveys developments in government social welfare services 
over the past fifteen years. Israeli public spending on social welfare 
services — spending that funds a variety of social benefits and services 
(alongside healthcare and education) — constituted one-fifth of Israeli 
governmental expenditure in 2015, and amounted to NIS 94 billion. Social 
security programs, most of which are operated by the National Insurance 
Institute, account for 80 percent of the total expenditure. Over the past year, 
expenditure on social security programs increased, and additional changes 
in this area are expected for 2017. Some other social welfare spheres also 
witnessed moderate spending increases in 2015, most notably expenditures 
on negative income tax, day care centers, and employment programs. 
By contrast, the Ministry of Construction and Housing budget showed a 
continued downturn in expenditure, amounting to a 70 percent decline 
since the early 2000s. However, overall, Israel’s social welfare expenditure 
level remains low, relative both to other welfare states and to the needs of 
the target populations.  This chapter also analyzes implementation of the 
Elalouf Committee (the War Against Poverty) recommendations. The findings 
indicate that, during the first two years after the Committee submitted 
its report, half of the recommendations were implemented in part or in 
full. During 2015 and 2016, the anti-poverty budget additions to all Israeli 
government ministries amounted to NIS 434 million and NIS 1.9 billion, 
respectively, relative to the NIS 7.4 billion per year that the Committee 
recommended. It is doubtful whether this addition, only a quarter of the 
recommended sum, will bring about the substantial reduction in Israeli 
poverty rates that was the overarching goal of the Elalouf Committee. 

* Prof. John Gal, Principal Researcher and Chair, Taub Center Social Welfare Policy Program; 
Paul Baerwald School of Social Work and Social Welfare, the Hebrew University of Jerusalem. 
Shavit Madhala-Brik, Researcher, Taub Center.
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Introduction

All welfare states provide social protection for their residents through a 
variety of social systems. This is true of the Israeli social welfare state as well. 
The present chapter focuses on the core system by which social protection 
is provided in Israel — the social welfare system. This system provides 
benefits meant to ensure the social security of all residents of the state, gives 
disadvantaged and vulnerable populations access to Israel’s diverse array of 
social services, and is designed to address various situations of distress. The 
present chapter will survey social welfare expenditure trends between 2000 
and 2015, as reflecting relevant government policy over that period.

The first section of the chapter will take a comprehensive view of 
social welfare expenditure. This will be followed by an examination of the 
expenditure broken down into two categories: social security programs 
(programs that mainly provide transfer allowances) and social services. 
Section 2 will look at Israel’s social security system and the many programs 
that offer a safety net to those with low or no income from work, and those 
who face additional expenditures due to a variety of circumstances. 

Section 3 will concentrate on social services programs intended to advance 
social objectives, such as assisting new immigrants or people with physical 
or mental disabilities, through an array of programs and services provided 
by the state, local authorities, or non-governmental agencies funded by the 
state or under state supervision.

Definitions and data

• Governmental expenditure out of the state budget. Net 
implementation budget data includes both regular and development 
budget line items; that is, total government expenditures after 
accounting for revenues received from external parties (e.g., local 
authorities).

• Total government expenditure. The net implemented state budget  
plus the Health Tax and the National Insurance Institute payments 
for transfer allowances (offset by transfers to the National Insurance 
Institute that are included in the implemented state budget).1

1 The Health Tax is collected by the National Insurance Institute and transferred in totality 
to the health funds and for this reason, it is included in the total government expenditure.
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1. Total social welfare expenditure

Israel’s public expenditure on all social welfare components for 2015 
amounted to NIS 94 billion (in 2015 prices). This sum constitutes 21 percent of 
total government expenditure (Figure 1), and half of Israel’s social spending.  
The latter, which consists of government spending on education, health and 
social welfare combined, amounts to NIS 192 billion.

Figure 1. Social spending
By area, as a percent of total government expenditure

Source: John Gal and Shavit Madhala-Brik, Taub Center.  
Data: Ministry of, Finance, Implementation Budget; National Insurance Institute, Statistical Quarterly; 
Central Bureau of Statistics, Statistical Abstract of Israel.

Although total social welfare expenditure has been trending upward 
since the middle of the last decade, the growth in spending can be traced 
mainly to increases in old-age pensions provided through Israel’s social 
security programs. By contrast, expenditure on social services (on services 
themselves and not including spending on social security) dropped slightly 
during the study period. (Figure 2). 

Public Spending on Social  Welfare 281281



Figure 2. Expenditure on social welfare
2015 prices, NIS billions

Source: John Gal and Shavit Madhala-Brik, Taub Center.  
Data: Ministry of Finance, Implementation Budget; National Insurance Institute, Statistical Quarterly; 
Central Bureau of Statistics, Statistical Abstract of Israel.

In contrast to the increase in shekel terms, when the share of social 
welfare spending out of total government expenditure (Figure 3) and as a 
percent of total GDP (Figure 4) is examined, a trend toward stability can be 
seen in recent years. However, this spending stability is at the lower level 
established during the middle of the 2000s.
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Figure 3. Expenditure on social welfare
As a percent of government expenditure

Source: John Gal and Shavit Madhala-Brik, Taub Center.  
Data: Ministry of Finance, Implementation Budget; National Insurance Institute, Statistical Quarterly; Central 
Bureau of Statistics, Statistical Abstract of Israel.

Figure 4. Expenditure on welfare
As a percent of GDP

Source: John Gal and Shavit Madhala-Brik, Taub Center.  
Data: Ministry of Finance, Implementation Budget; National Insurance Institute, Statistical Quarterly; 
Central Bureau of Statistics, Statistical Abstract of Israel.
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As these figures clearly show, there is a substantial difference between 
the amount spent on social security programs and the amount channeled to 
social services, which is reflected in the different trends in these two areas. 
Over 80 percent of the total social welfare expenditure is devoted to social 
security programs, which has been increasing since 2005. As will be shown 
below, this process is affected by demographic changes (primarily aging of 
the population), and increased spending on specific target populations. 

In contrast, social services expenditure has declined slowly over the years 
and remained low, at only 20 percent of total social welfare spending.

2. Social security expenditure

As is common among welfare states, social security is the largest 
expenditure item in Israeli social spending (government expenditure 
on social welfare, education and health) — 43 percent. The source of this 
expenditure is the state budget and National Insurance payments collected 
from workers and employers. Public social security expenditure includes 
National Insurance Institute benefit payments in the following areas (listed 
in order of expenditure size): old-age and survivors (widow/widower and 
orphan) pensions, general disability, maternity (maternity allowance 
and hospitalization payment), long-term care, children, work disability, 
unemployment, income support and alimony, benefits to victims of terror 
and former Prisoners of Zion. Social security spending also encompasses 
expenditures of the Holocaust Survivors’ Rights Authority (in the Ministry 
of Finance), as well as Ministry of Defense expenditures on the rehabilitation 
of disabled veterans and payments to bereaved families.

As can be seen in Figure 5, the vast majority — 90 percent — of social 
security expenditure is for National Insurance benefits. These benefits, both 
universal ones and those targeted to low income individuals (“selective” or 
“targeted” benefits), reach a very large percentage of Israelis. In fact, there 
is hardly anyone who is not eligible for some benefit or other during the 
course of their lifetime.
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Figure 5. Distribution of social security expenditure, 2015
Percent

Source: John Gal and Shavit Madhala-Brik, Taub Center.  
Data: Ministry of Finance, Implementation Budget; National Insurance Institute, Statistical Quarterly.

In contrast, two other expenditure areas that lie within the social security 
sphere — benefits for those affected by war (disabled IDF veterans and 
bereaved families) and Holocaust survivor pensions — focus exclusively on 
populations whose eligibility stems from specific circumstances. Accordingly, 
their share in total expenditure is quite small. Another area included in this 
expenditure is negative income tax payments (“work grants”), which were 
instituted in 2008. Although this expenditure has grown over the years, it 
has remained very small, amounting to NIS 1.3 billion in 2015 — 1.6 percent 
of total social security spending.

National Insurance Institute benefits

In 2015, expenditure on benefits paid by the National Insurance Institute 
amounted to NIS 72 billion. This expenditure is equivalent to 6 percent of 
Israel’s GDP and 16 percent of total government expenditure. At the end of 
that year, following the formation of a new government and in accordance 
with the Elalouf Committee (the War Against Poverty) recommendations, 
a number of measures were taken to increase National Insurance benefits. 
These increases targeted in particular poor families and were primarily 
comprised of increases in child allowances and pensions for the poverty-
stricken elderly.

A look at trends in expenditure as a percentage of GDP shows stability 
over the past decade. Compared with the early 2000s, however, expenditure 
is relatively low. This decline is due primarily to a steep reduction in the 
share of National Insurance benefits in the early 2000s, as well as a change 
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in mechanisms for updating allowance amounts. In 2015, total government 
expenditure spending rose reflecting increased National Insurance benefits 
expenditure, and a decline in total government expenditure.

Figure 6. National Insurance Institute allowances
As a percent of GDP and government expenditure

Source: John Gal and Shavit Madhala-Brik, Taub Center. Data: Ministry of Finance, Implementation Budget; 
National Insurance Institute, Statistical Quarterly; Central Bureau of Statistics, Statistical Abstract of Israel.

The stability seen in the National Insurance benefits conceals a number of 
different trends that are more visible when the benefit types are examined 
separately. As in all welfare states, benefits intended for the elderly — old-
age and survivor pensions, and long-term nursing care funding — account 
for the largest share of the expenditure: 48 percent of the National Insurance 
Institute’s total benefit expenditure in 2015 (Figure 7a). Moreover, there is 
a clear upward trend in the share of spending channeled to this population. 
This increase is a reflection of the aging of the population. The number of old-
age and survivor pension recipients rose from 657,117 in 2000 to 900,789 in 
2015 (a 37 percent increase). The number of long-term care benefit recipients 
rose during this period from 95,753 to 160,474 (a 68 percent increase) (Figure 
7b). Beyond that, in December 2015, the government raised the level of 
income support provided as a means of increasing old-age pensions for the 
elderly living in poverty. This translates into an average increase of NIS 200 
per month in the amount paid to elderly benefit recipients.

State of the Nation Report: Society, Economy and Policy 2016286286



Figure 7. National Insurance Institute allowances by benefit type
a. As a percent of allowance payments          b. Number of benefit recipients

Child allowances and income security are per family.  
Source: John Gal and Shavit Madhala-Brik, Taub Center. Data: NII, Statistical Quarterly.

In parallel with the rise in the number of old-age benefit recipients, the 
average monthly benefit paid to those eligible has increased by several 
hundred shekels (Figure 8). A similar picture emerges regarding general 
disability benefits, which showed a substantial increase both in recipient 
numbers and in the average amount paid per recipient.

Figure 8. National Insurance Institute allowances:  
Average monthly benefit per recipient
2015 prices, NIS

Child allowances are per family.   
Source: John Gal and Shavit Madhala-Brik, Taub Center. Data: NII, Statistical Quarterly.
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In contrast, a look at other National Insurance Institute activity areas 
indicates the opposite trend — fewer benefit recipients and lower benefits 
per recipient. One area where recipient numbers declined notably is in the 
income support program, which serves as a safety net of last resort for those 
who have no (or very low) income. This decline was due to changes in the 
program’s eligibility criteria, which made it harder to obtain the benefit, 
along with a rise in the employment rate. The outcome is a drastic reduction 
in the number of income support recipients: from a peak of 155,000 families 
in 2003 to 98,350 families in 2015. 

With regard to child allowances, the number of eligible families has 
risen substantially over time due to natural population increase, but the 
allowance’s value decreased sharply between 2013 and 2014. The trend 
changed in mid-2015, after the newly-formed government decided to cancel 
the child allowance cutback that had been instituted in 2013. Some of the 
benefit cut was restored to the allowances, while a decision was made to 
deposit another portion into the Savings Plan for Every Child program slated 
for implementation in 2017 (on the Savings Plan for Every Child program 
see Gal, Madhala-Brik, Grinstein-Weiss, and Covington, 2016). Between 2014 
and 2016, there was a 22 percent rise in the average child allowance paid per 
family (the allowance increase was awarded retroactively from May 2015).

Holocaust survivor pensions

Another component of the social security system is assistance to Holocaust 
survivors. The Holocaust Survivors’ Rights Authority was established in the 
mid-1950s, but over the past decade, public outcry has resulted in greater 
efforts to ease the economic and social difficulties of this population (for an 
overview, see Kop, 2008). 

The Authority’s budget includes government expenditures on a range 
of pensions and benefits that are set in several different laws: the Disabled 
Survivors of Nazi Persecution Law, the Disabled Veterans of the War Against 
the Nazis Law, and the Holocaust Survivors’ Benefits Law.

As Figure 9 shows, 2008 ushered in a dramatic rise in spending on pensions 
and benefits for the Holocaust survivor population. The increase was sparked 
by amendments to the law that allowed disabled Holocaust survivors who had 
not filed claims in the past to do so, and expanded eligibility to include those 
who were affected by the deportations in countries under German influence 
during World War II (Rabinowitz and Koch Davidovich, 2011; Ministry of 
Finance, 2008). Due to these changes, the expenditure on Holocaust survivors 
rose from 0.5 percent of total government spending in 2000 to 0.7 percent in 
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2008. In the past two years, there have been more budget additions primarily 
in direct transfers; spending today is about 0.9 percent of total government 
expenditure and about 5 percent of all social security spending. 

A look at expenditure per eligible person shows that, despite the larger 
number of those eligible, 2008 witnessed an increase in the Authority’s 
budget per eligible person (Figure 9).2 In contrast, in the following two years 
the budget per eligible person declined, due to the major addition of 28,000 
new benefit-eligible people between 2008 and 2010. 

Figure 9. Budget of the Holocaust Survivors’ Rights Authority
Per recipient and as a percent of total government expenditure

Source: John Gal and Shavit Madhala-Brik, Taub Center. Data: Ministry of Finance, Implementation Budget; 
National Insurance Institute, Statistical Quarterly; Central Bureau of Statistics, Statistical Abstract of Israel.

Benefits for disabled Israeli Defense Forces veterans and 
bereaved families 
The third component of social security spending is payments to soldiers injured 
during their military service, and to bereaved families of soldiers who fell 
while serving in the Israeli Defense Forces (IDF). This has been an expenditure 
area since the late 1940s, administered and funded by the Ministry of Defense. 
Benefits and services provided to the disabled IDF veteran population differ 

2 The total ministry expenditure divided by the total number of those eligible.
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from those awarded to individuals injured in other circumstances in terms of 
their scope and generosity as well as their eligibility criteria.

Ministry of Defense data regarding expenditures for rehabilitation of 
veterans with disabilities and for payments to bereaved families out of total 
government expenditure indicate a slight increase up to 2009, followed by 
general stability. In 2015, the expenditure amounted to about NIS 5 billion, 
1.12 percent of all government spending (Figure 10). The decline in Ministry 
of Defense expenditures on payments to families in 2006 is explained by a 
reduction in the expenditure per eligible family, and by a drop in the number 
of eligible families. By contrast, the number of disabled veterans handled by 
the ministry showed a substantial rise, from 54,000 in 2006 to 107,000 in 2015 
(Ministry of Defense, various years).

Figure 10. Ministry of Defense expenditure for rehabilitation 
and payment to families 
As a percent of total government expenditure

Source: John Gal and Shavit Madhala-Brik, Taub Center. Data: Ministry of Finance, Implementation Budget; 
National Insurance Institute, Statistical Quarterly; Central Bureau of Statistics, Statistical Abstract of Israel.

Negative income tax
A negative income tax (work grant) has existed in Israel since 2007, and 
implemented nationally since 2011.3 The grant is paid four times a year to 
people with low income from work, especially those with families to support. 

3 The grant was rolled out nationally in 2012 for the 2011 eligibility year.
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The program is operated by the Tax Authority in the Ministry of Finance. 
Negative income tax is a tool used to fight poverty and assist low-income 
people without reducing the incentive to work. A special survey administered 
by the Bank of Israel to individuals eligible for the grant found that the work 
grant is targeted at working people with economic difficulties, and that it is an 
effective means of improving their economic situation. In accordance with this 
finding, the Bank advocated increasing the level of the grant as an effective 
measure to support low-income working families (Bank of Israel, 2016).

According to Tax Authority data (Tax Authority, 2015), utilization rates for 
work grants reached 70 percent in 2014.4 In that year the number of recipients 
of the work grant was 275,500 (Figure 11). It should be noted that the general 
utilization rate is not identical for all population groups: among eligible Arab 
Israelis the level of non-utilization remained high (Bank of Israel, 2016). 
Despite the overall high utilization rate, the amount of expenditure devoted 
to the negative income tax out of total government expenditure is still low, 
due to the level of the grant, amounting to less than half a percent.

Figure 11. Amounts of work grants paid in the tax years  
2007 to 2014 and the number of recipients

Entitlement to a work grant is conditional on salary level in the entitlement year; the work grant is given 
the following year. Data are for the amounts and numbers of recipients in a given entitlement year. 
Source: John Gal and Shavit Madhala-Brik, Taub Center.  
Data: Tax Authority, 2015.

4 Utilization rates are calculated as the number of eligible individuals out of the estimated 
number of potentially eligible people.
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3. Social services expenditure

Public expenditure on social services includes Ministry of Labor and Social 
Welfare expenditures, the Ministry of Construction and Housing budget, 
expenditures of the Ministry of Immigrant Absorption, Ministry of Social 
Equality activity, and Ministry of Economy expenditures in the areas of 
employment and early childhood education (though these activities came 
under the authority of the Ministry of Labor and Social Welfare during 2016).

In 2015, the largest share of Israeli public expenditure on social services (50 
percent) was channeled to social services provided by the Ministry of Labor 
and Social Welfare, whether through local or national frameworks (Figure 
12). This is due to a significant increase in the ministry’s budget over the past 
decade, and a concurrent sharp decrease in the Ministry of Housing’s budget.

Figure 12. Distribution of social services expenditure

Source: John Gal and Shavit Madhala-Brik, Taub Center. Data: Ministry of Finance, Implementation Budget.

Ministry of Labor and Social Welfare Expenditures

The Ministry of Labor and Social Welfare provides services that are sometimes 
referred to as “personal social services.” This includes services offered both 
in the community, by the local authority social service units, and through 
institutional frameworks under the responsibility and supervision of the 
Ministry of Labor and Social Welfare. Personal social services provide assistance 
to society’s most vulnerable population groups: children, adolescents and 
young adults at risk, isolated elderly, families in crisis or distress — including 
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single-parent families and immigrants — people with physical or mental 
disabilities, people coping with addiction, and the homeless. A great number 
of these people live in poverty and suffer deprivation.

Although the total Ministry of Labor and Social Welfare expenditure 
accounts for just 1.32 percent of total government spending, this figure 
has been steadily rising in recent years (Figure 13). After a decline in the 
middle of the first decade of the 21st century, 2006 witnessed the start of 
an upward trend in the ratio of expenditure to social services recipient 
household, which is now at a higher level than it was in the early 2000s. This 
trend reflects a real increase in the ministry’s budget, and also a substantial 
rise in the number of households served by the ministry: 464,000 in 2014, 
accounting for 20 percent of all Israeli households (Ministry of Labor and 
Social Welfare, Survey of Social Services).

An important attribute of the Ministry of Labor and Social Welfare’s 
expenditure is its emphasis on outsourcing. Most of the ministry’s spending 
is channeled to the payment of external service providers (nonprofit 
organizations or for-profit companies). The outsourcing trend dates to the 
1980s, and over the past two decades it has intensified (for an in-depth 
analysis of outsourcing in the Ministry of Labor and Social Welfare, see 
Madhala-Brik and Gal, 2016, in this volume).

Figure 13. Ministry of Labor and Social Welfare budget
As a percent of total government expenditure and per entitled household,  
2015 prices

Source: John Gal and Shavit Madhala-Brik, Taub Center. Data: Ministry of Finance, Implementation Budget; 
National Insurance Institute, Statistical Quarterly; Central Bureau of Statistics, Statistical Abstract of Israel.
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Most ministry activity is conducted through its four main divisions: the 
Department of Rehabilitation, which assists in the operation of rehabilitation 
facilities for individuals with disabilities; the Department of Personal and 
Social Services, which meets the personal and social needs of individuals, 
families and communities; the Department for Intellectual Developmental 
Disabilities, which specializes in identifying, assessing and caring for people 
with developmental disabilities and their families; and the Department of 
Corrections, which provides care, social supervision, rehabilitation and 
preventive services to criminal offenders and to the victims of criminal activity.

A look at the distribution of the ministry’s budget by activity area (Figure 
14) shows that the ministry’s largest expenditure is on personal and social 
services. As noted, these services are intended mainly for families, provided 
by local social service departments and by a variety of treatment settings.

A tenth of the ministry’s budget is used to fund the employment of 
social workers who are active primarily in local social service departments. 
According to the current funding formula, the ministry funds 75 percent of 
the cost of social services, while local authorities cover the remaining 25 
percent. The number of employees funded by the ministry in local social 
service departments in 2014 was 6,450 (including 5,000 social workers). 
This figure increased by about 50 workers since 2013 and by about 9 
percent since 2009 (Ministry of Labor and Social Welfare, Survey of Social 
Services). Although the trend was positive, this increase only partly offsets 
the excessive workload that social workers in the local social service 
departments continually bear, due to the growing number of service users.

Figure 14. Ministry of Labor and Social Welfare budget  
by department
As a percent of total ministry budget

Source: John Gal and 
Shavit Madhala-Brik, 
Taub Center. Data: 
Ministry of Finance, 
Implementation Budget.
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Ministry of Economy expenditures on employment and 
early childhood services

Following the reorganization of the Ministry of Labor and Social Affairs in 
2003 and until mid-2016, employment and early childhood frameworks were 
under the Ministry of Economy. A government resolution returned these 
areas to the newly renamed Ministry of Labor and Social Welfare. In 2015, 
the Ministry of Economy was responsible for the state employment service, 
which mediates between potential employers and jobseekers, provides 
vocational training, and enforces labor laws. In recent years, the ministry 
also made efforts to bring target populations into the labor market — Arab 
Israelis, Haredim (ultra-Orthodox Jews), and individuals with disabilities. 
This activity was performed by the ministry’s Employment Division.

The data point to a rise in labor force participation among some of these 
target groups. An examination of expenditure on Active Labor Market 
Policies (ALMP) for the population as a whole (Figure 15) indicate that the 
expenditure is small and has not risen much over the years. These data 
support the argument, raised in OECD reports on employment in Israel, that 
investment in this area is lower than in other welfare states (OECD, 2016).

Figure 15. Expenditure on active labor market policies as a 
percent of total government and per capita expenditure
2015 prices

Source: John Gal and Shavit Madhala-Brik, Taub Center.  
Data: Ministry of Finance, Implementation Budget; National Insurance Institute, Statistical Quarterly; 
Central Bureau of Statistics, Statistical Abstract of Israel.
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Day care centers and early childhood education were also under the 
Ministry of Economy’s authority until 2015. The ministry was responsible for 
regulating this sphere, for building day care centers and overseeing family 
child care frameworks, and for subsidizing children’s enrollment in them. 
Early childhood education was a focus of the 2011 social justice protests 
in Israel, and subsequently became the subject of one of the principal 
recommendations of the Trajtenberg Committee established in the wake 
of the protests. As a consequence, spending in this area has risen in recent 
years.

As Table 1 shows, the expenditure for the Day Care Centers Division 
amounted to 1.2 billion shekels in 2015. In particular, the period 2010 to 
2015 saw a 41 percent increase in expenditure related to tuition subsidies 
for afternoon programs for young children of working parents, in both day 
centers and in home settings (mishpachtonim). Moreover, this period also 
saw significant growth in spending on day care center construction and the 
repurposing of buildings as day care facilities. Total expenditure in these 
areas grew by 66 percent between 2010 and 2015.

Table 1. Budget of the day care and home setting care 
department in the Ministry of Economy
Implementation Budget, 2015 prices, NIS thousand

Year Expenditure Annual change

2010 726,809 —

2011 849,311 17%

2012 990,708 17%

2013 1,054,839 6%

2014 1,142,025 8%

2015 1,206,582 6%
Source: John Gal and Shavit Madhala-Brik, Taub Center.  
Data: Ministry of Finance, Implementation Budget.
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Ministry of Construction and Housing expenditures

In recent years there has been a major decline in government housing 
expenditure — as reflected in the Ministry of Construction and Housing’s 
budget (Figure 16).5 In real terms, the ministry’s implemented budget 
declined by 70 percent between 2000 and 2015: from NIS 9.8 billion to NIS 1.9 
billion (2015 prices). 

Figure 16. Expenditure on housing out of total government 
expenditure and per household
2015 prices

Source: John Gal and Shavit Madhala-Brik, Taub Center.  
Data: Ministry of Finance, Implementation Budget; National Insurance Institute, Statistical Quarterly; 
Central Bureau of Statistics, Statistical Abstract of Israel.

The Ministry of Construction and Housing’s main expenditure is housing 
assistance. A look at the housing assistance budget shows that this budget 
is divided into two main components: mortgages (credit, credit subsidy and 
grants), rent assistance, and fees paid to housing assistance companies (that 
provide subsidized rental properties in public housing). Total budgetary 
expenditure channeled to the three housing assistance components has 
diminished substantially since 2000. In particular, there has been a significant 
decline of 96 percent in the mortgage component since 2000 (Table 2). The 

5 The Ministry of Construction and Housing budget includes the regular budget (the 
Ministry of Construction and Housing, construction grants and the Survey of Israel), and the 
development budget.
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drop in mortgage assistance has several causes: (1) a number of policy 
changes instituted in 2003 whose main effect was to reduce the grants; (2) a 
decline in the market’s interest rates, which made mortgages less costly for 
all residents and resulted in fewer eligible individuals choosing government 
mortgages; and (3) government decisions to subsidize land in other ways, not 
necessarily through the Ministry of Construction and Housing (i.e., Mechir 
Lamishtaken program to assist in first-time home purchases through the 
Israel Lands Authority). In the rent assistance sphere, most policy changes 
have affected the number of those eligible, which has declined since 2000. 
However, in the past two years there has been an increase in rent assistance, 
due to a rise in the number of individuals eligible and an increase in the 
monthly subsidy rate (see this chapter’s Spotlight).

Table 2. Budget for housing assistance

Year Mortgages Rent 
assistance

Commissions 
to assistance 
companies

Total 
housing 
assistance

2015 
prices,
NIS 
thousands

2000 5,933,363 1,893,521 507,831 8,334,715

2005 2,898,878 1,528,177 407,550 4,834,605

2010 465,897 1,354,230 253,830 2,073,957

2015 234,800 1,546,219 140,009 1,921,028

Change 
from 
2000,     
in percent

2005 -51% -19% -20% -42%

2010 -92% -28% -50% -75%

2015 -96% -18% -72% -77%

Source: John Gal and Shavit Madhala-Brik, Taub Center.  
Data: Ministry of Finance, Implementation Budget.

One of the ministry’s main activity areas is public housing. Total 
expenditure for this activity area in the state budget was negative in 2015, 
meaning that revenues for this expenditure item were registered in the 
amount of NIS 85 million. This budget line had income due to the high sales 
revenue6 recorded in that year, which surpassed the total expenditure on 
public housing purchases. According the Public Housing Law (1999), revenues 
from housing sales must be used to buy new units for the public housing 

6 The sale of public housing units at a discount to the residents living in them, by virtue of 
the Public Housing Law.
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stock. In compliance with the law, as 
of August 2015, 3,450 units had been 
sold, and the revenues from their sale 
were used to purchase 120 apartments 
(Ministry of Finance, 2015). 

From 1999 to 2016, there was a 
40 percent decrease in the public 
housing supply (Figure 17). However, 
according to data from the Ministry of 
Construction and Housing, beginning 
in 2014, receipts from the sale of public 
housing units began to be used to 
purchase housing to add to the housing 
supply and reduce waiting times for 
public housing. From the beginning 
of 2015 until August 2016, some 
806 housing units were purchased. 
Although this constitutes a substantial 
addition to the housing supply, it is not 
enough to address the needs of those 

waiting for public housing, whose number has been rising in recent years, 
amounting to 3,000 as of 2016 (Ministry of Construction and Housing, 2016). 

Ministry of Immigrant Absorption expenditures 

Traditionally, the budget of the Ministry of Immigrant Absorption, which 
handles the needs of immigrants during their initial period of adjustment to 
life in Israel, has accounted for the smallest share of Israel’s social welfare 
expenditure. This trend was reinforced over the past decade, when the 
number of immigrants who arrived in Israel declined sharply (Figure 18). 
However, the past two years have witnessed some growth in immigration, 
mainly from the former Soviet Union and France. 

Source: John Gal and Shavit Madhala-
Brik, Taub Center. Data: Ministry of 
Construction and Housing, 2016.
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Figure 18. Number of immigrants and the budget of the Ministry 
of Immigrant Absorption
Ministry budget out of total government expenditure

Source: John Gal and Shavit Madhala-Brik, Taub Center.  
Data: Ministry of Finance, Implementation Budget; Central Bureau of Statistics, Statistical Abstract of Israel.

As noted, total social services expenditure includes Ministry of Social 
Equality expenditures. This ministry, created in 2006, was known until 
2015 as the Ministry for Senior Citizens. The ministry’s activity focuses 
on several areas: assisting the elderly, improving the status of women, 
economic development in the Arab Israeli sector, assisting young adults, and 
advancing the Digital Israel initiative (Ministry of Social Equality, 2016). The 
Ministry of Social Equality’s expenditures came to NIS 66 million in 2015 — 1 
percent of total social welfare expenditure. In recent years, the ministry’s 
activity expenditure has stabilized around this sum and has not changed 
substantially since 2009.
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Implementation of the Elalouf 
Committee Recommendations1

The Committee to Fight Poverty in Israel (the Elalouf 
Committee) was founded in November 2013 at the 
initiative of the Minister of Social Affairs and Social 
Services, MK Meir Cohen. The Committee, headed by MK 
Eli Elalouf, sought to formulate a comprehensive, long-
term plan to alleviate the economic distress that afflicts 
a substantial portion of the Israeli public. The committee 
constituted an unusual effort to examine Israel’s poverty 
problem in a comprehensive manner, to propose clear 
objectives for dealing with it, and to draw up concrete 
recommendations for attaining the objectives. No 
attempt of this kind had been made since the early 1970s, 
when the Prime Minister’s Commission on Children and 
Youth in Distress set the tone for Israeli welfare policy. 
Developments in welfare policy since that time, widening 
social gaps and a large increase in the incidence of poverty 
underscored the need for a new and broad-based approach 
to change the situation. Accordingly, the Committee to 
Fight Poverty set ambitious goals, among them a drastic 
decline in Israeli poverty figures within a decade. The 
aim was to bring Israeli poverty rates down to the OECD 
average — i.e., a 50 percent drop in the poverty rate, from 
one-fifth to one-tenth of Israeli families (Figure 1).

Poverty targets for the Elalouf Committee

1 We would like to thank Professor Varda Soskolne, Dr. Haim Fialkoff, 
Dr. Emily Silverman, Ayala Meir and Netanel Ben Porat for their 
assistance in the preparation of this document.

Source: National Insurance 
Institute, Poverty and Social 
Gaps Report, 2014. 
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The committee was active for half a year. Most of 
its work took place in the plenum framework and in 
subcommittees devoted to specific topics: individual, 
family and community; employment; health; housing; 
and education. During this period the 50 committee 
members drew up a long list of recommendations at 
both the national and local levels. A major focus of the 
committee’s cross-sectional recommendations was 
enabling citizens to exercise their rights and creating 
access mechanisms in areas of government activity to 
ensure that people living in poverty receive the services 
and benefits to which they are entitled. The committee 
sought to place the issue of poverty at the center of public 
debate and governmental effort, and emphasized the need 
to devote greater resources to it. Thus, some committee 
recommendations focused on making poverty a central 
area of Israeli government activity, and on creating a 
cross-ministerial system to advance programs for fighting 
poverty. The assumption was that administration of this 
system would be entrusted to a dedicated staff located in 
a major government ministry.

The committee formulated specific recommendations 
in several areas: social insurance, personal social services, 
housing, education and health.

The committee estimated the total annual cost of 
implementing its recommendations at NIS 7.4 billion (a 
small portion of the cost referred to existing programs 
or to programs already in the planning stage). This sum 
does not include small one-time expenditures on the 
establishment of advocacy centers, or already-budgeted 
expenditures on day care center construction. Nor 
does it encompass various other recommendations that 
appeared in the subcommittee reports but were not 
included in the plenum report. The sum included a 4 
percent increase in total annual expenditure on social 
services (compared with 2014), and a 0.66 percent rise 
in GDP for 2014. The largest expenditure items were 
those of operating the empowerment grant program for 
children (A Savings Account for Every Child), increasing 
benefits, and supporting labor market participation via 
the negative income tax.
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Two years have passed since the committee report was 
submitted to the Minister of Labor and Social Welfare, 
and this policy brief looks at the practical consequences 
of implementing its recommendations. It should be 
noted that, a short time after the recommendations 
were submitted, the Knesset was dissolved, which 
prevented creating a new budget. Some of the committee 
recommendations were indeed implemented in 2015, but 
only in August 2015 did the government decide to adopt 
policy measures for addressing poverty based on the 
committee’s recommendations. The present government 
included some of the recommendations in its work plans, 
the budget, and in the Arrangements Law for 2016, as well 
as in the proposed budget for 2017-2018. This chapter 
focuses on budgetary expenditure and looks at the data 
in the state budget books and the proposed state budget 
for 2016 (meaning that proposals not entailing direct 
budgetary expenditure were not examined here).

Below is a review of implementation of the main 
recommendations included in the Committee’s 
report.2 Overall, about half of the recommendations 
were implemented, in part or in full. A few major 
recommendations, such as the Savings Account for Every 
Child program, are slated for implementation in early 
2017. It should be noted that one of the Committee›s 
most crucial recommendations — that of concentrating 
poverty-fighting efforts in a central body to be located in 
one of the major government ministries — has yet to be 
implemented, and it is highly doubtful whether it will be 
realized in the near future. Nevertheless, the Committee 
may be credited with making the issue of exercising 
rights a more pressing one in government discourse, and 
highlighting the need to relieve the distress of people 
living in poverty a more prominent concern of the 
Ministry of Labor and Social Welfare.

2 In addition to the sources that appear in the text itself, the 
information presented in the review was provided to the authors via 
personal correspondence with Professor Varda Soskolne (Head of the 
Subcommittee on Health).

Public Spending on Social  Welfare 303303



Welfare and social insurance

Recommendations implemented3 
• Develop an array of services to enable citizens to 

exercise their rights, and expand family social worker 
services (reducing the number of families handled by 
each social worker): 150 family social worker job slots 
were created.

• Introduce intervention programs: multidimensional 
programs for families living in poverty, aimed at 
improving areas such as household financial management 
and employment: there was an increase in the relevant 
budgetary expenditure items in 2015 and in the proposed 
budget for 2016.

• Increase income support in old age: starting in January 
2016 the benefit was increased by amounts ranging 
from NIS 130 to NIS 175 for individuals, and by NIS 510 
to NIS 540 for couples. Per the proposed budget for the 
coming years, additional increases are expected in 2017 
(increasing the expenditure by 350 million shekels) and 
in 2018 (200 million shekels).

• Expanded flexible individual budget: There was an 
overall increase for budget items intended to assist 
distressed families in the community (in the framework 
of the Noshmim Lirvacha (Breath of Relief) program) and 
seniors, both in 2015 and in the proposed budget for 2016.

Recommendations in the process 
of being implemented

• Find debt settlement solutions for people living in poverty

• Empowerment grant (A Savings Account for Every Child). 
Slated for inception in January 2017.

Recommendations not implemented
• Increase income support to the level of two-thirds of 

the poverty-line income (defined as half of the median 
disposable income per household).

3 In part or in full.
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Economy and employment

Recommendations implemented
• Expand work grants (negative income tax), especially 

for single parents working at low wages: a bill was passed 
that expands grant eligibility for single-parent families, 
people with disabilities and self-employed persons. The 
change is expected to increase the number of those 
eligible by 55,000, at a cost of NIS 130 million.

• Expand the array of occupational training courses: 
the number of participants in training courses increased 
over the past year by 20 percent (Ministry of Economy, 
2016). Accordingly, there was an increase in the relevant 
budgetary expenditure items in 2015, and an even more 
substantial increase in the budget proposal for 2016.

• Increase the supply of publicly subsidized day care 
centers for the children of working parents: there was 
a 6 percent increase in the relevant expenditure items in 
the 2015 budget and a 30 percent increase in the relevant 
items in the budget proposed for 2016.

• Implement employment programs for populations that 
have difficulties participating in the labor market and 
for people with disabilities: There was an increase in the 
relevant expenditure items in the 2015 budget, and a 
more substantial increase in the proposed budget for 2016 
— twice the 2014 expenditure.

Recommendations not implemented
• Reduce the number of foreign workers

• Change the structure of pension funds to prevent 
pensioners from sliding into poverty.

Housing
The Committee identified housing as a major focal point 
in the effort to combat poverty. Accordingly, many 
of its recommendations on the topic had to do with 
public housing and with expenditures that would help 
vulnerable populations find adequate housing.
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Recommendations implemented
• Increase the amount of rental assistance provided: the 

amount of rental assistance given to those eligible was 
increased by NIS 600-900 per month. Accordingly, there 
was an increase in the budgetary items related to rental 
assistance in the 2015 budget and in the proposed 2016 
budget.

• Assistance with long-term housing:4 there was an 
increase in the relevant expenditure items in the 2015 
budget, but not in the proposed budget for 2016.

• Increase the supply of public housing: as of August 
2016, 806 residential units had been added to the public 
housing supply, and an agreement was signed with the 
Jewish Agency for the construction of 2,650 residential 
units for senior citizens (Ministry of Construction and 
Housing, 2016). Accordingly, the relevant expenditure 
items increased in the 2015 budget, and there was a 
substantial increase in the proposed 2016 budget.

• Increase the public housing maintenance budget: 
there was a small budgetary increase for the item in 2015, 
and in the budget proposal for 2016.

Recommendations not implemented
• Expand the circles of eligibility for rental assistance.

• Create an income scale for different levels of rental 
assistance.

• Assistance eligibility for seniors whose families provide 
them with support.

• “Equal Neighborhood” program: revitalization of 
underprivileged neighborhoods with available land, 
featuring improved infrastructures, investment in the 
public realm, social investment, educational programs, 
occupational investment and community organizing.

• 

4 The long-term housing program is a supplementary program to 
public housing, in which increased rental assistance is provided for 10 
years, for residential units not owned by the state.
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Health

Recommendations implemented
• Publicly subsidize dental treatments for seniors over 

the age of 75 who receive income support: staff work 
has begun in cooperation with the Ministry for Social 
Equality.

• Restore pupil health services: pupil health services 
were returned to the authority of the Ministry of Health, 
Southern District. In the Northern District, services will 
be restored as of January 2017, while in the other districts 
an agreement was signed with Natali Healthcare Solutions 
for the provision of health care services for an additional 
four years. However, the recommendation to improve the 
nurse/pupil ratio of 1,500 was not implemented.

• Publicly fund dental treatments for children up to age 
14, and in subsequent years up to age 18: as of January 
2016, treatments are funded for children to age 14, while 
plans call for funding increases for an additional age 
cohort each year.

Recommendations under consideration
• Establish health promotion and disease prevention 

centers for the elderly: to be assessed as part of the 
health care system’s preparation for population aging (in 
addition to measures such as the long-term care funding 
reform and expanding the array of home-based services).

• Create information centers in hospitals.

• Reduce copayments for medications and medical services.

Recommendations not implemented
• Finance travel for medical treatments for individuals 

living in poverty.
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Education

Recommendations implemented
• Increased differential budgeting: NIS 100 million per 

year were added to the budget in order to add study hours 
in schools serving socioeconomically weak populations.

Recommendations not implemented
• Building and operating early-childhood centers.

Expenditures on implementing committee 
recommendations
Figure 2 shows the total budgetary expenditure on 
implementing recommendations of the Committee 
to Fight Poverty, by main expenditure areas and by 
expenditure year. The expenditure figures for 2014 refer 
to expenditure items that already existed when the 
committee recommendations were submitted, and for 
which the committee recommended increased funding. 
The 2015 expenditure is based on implementation data 
for these preexisting items and for new items that were 
introduced on the committee’s recommendation. The 
data for 2016 refer to the proposed budget, but there are 
as yet no final implementation figures. The total added 
expenditure recorded in the budget items pertinent to 
the committee recommendations is NIS 300 million for 
2015, and NIS 1.9 billion for 2016.
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Additional expenditure for areas included in the 
recommendations of the Committee for the War 
Against Poverty
Increase relative to committee recommendations

Changes to the 2015 implemented budget and the 2016 proposed budget, relative to 
the 2014 implemented budget. 
Source: John Gal and Shavit Madhala-Brik, Taub Center.  
Data: National Insurance Institute; Ministry of Finance; Report of the Committee for the 
War Against Poverty (2014).

Conclusion
The study findings suggest that the Elaluof Committee 
has had an impact on Israeli social policy. The committee 
has succeeded in placing poverty on the public agenda; 
it has strengthened governmental involvement in the 
sphere of exercising rights, and has contributed to the 
development of new systems for addressing the problem. 
On the practical level, the committee generated change 
in an array of policy areas with potential for combating 
poverty, whether in the immediate or the long term. Based 
on committee recommendations, existing programs such 
as income support for senior citizens and work grants 
for single mothers were expanded, while new programs 
proposed by the committee, such as the Savings Plan 
for Every Child program (slated for implementation in 
January 2017), were adopted. 

Additional 
annual 
expenditure 
(in NIS 
million)
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Despite implementation delays due to a governmental 
transition, this trend will clearly intensify in the coming 
years. Still, it is highly doubtful whether the measures taken 
to date, or those now in the planning stage, will suffice to 
attain the committee’s objectives, especially its central 
one: a major reduction in the incidence of poverty in Israel. 
The doubt is due partly to the fact that the government has 
not created a special staff framework to handle the issue 
of poverty, making inter-ministerial activity in the war 
on poverty hard to coordinate. Furthermore, the actual 
addition to governmental anti-poverty expenditure so 
far amounts to NIS 1.9 billion (the difference between the 
2016 and the 2014 budgets) — a sum that is far smaller 
than the expenditure increase recommended by the 
Elalouf Committee, which is NIS 7.4 billion. The gap is due 
to non-implementation of some of the committee’s main 
recommendations, such as increasing income support, 
and to insufficient allocation for programs such as work 
grants, vocational training, and the recommendations, 
such as increasing income support, and to insufficient 
allocation for programs such as work grants, vocational 
training, and the purchase of new public housing units. 
  The Elalouf Committee recommendations have the 
potential to contribute meaningfully to Israel’s anti-
poverty effort. Unfortunately, the fact that these 
recommendations have yet to be fully implemented 
casts doubt on the government’s willingness to regard 
substantially reduced poverty rates and alleviation of 
the distress suffered by people living in poverty as major 
policy objectives.
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Conclusion and discussion

Expenditure for the overall social welfare sphere, including social security 
and social services, came to NIS 94 billion in 2015 — half of Israeli government 
social spending (social welfare, education and health) — and has been 
trending upward since the middle of the last decade. The main source of 
this increase is a rise in social security spending, particularly for National 
Insurance benefits (disability, long-term care and old-age pensions). At the 
same time, there has been a decline in sums allocated for child allowances 
and income support. 

Social welfare spending declined by 30 percent in the early 2000s, then 
stabilized at relatively low levels relative to GDP and to total government 
expenditure. Among the components of social welfare spending, there 
was a major — 80 percent — drop in Ministry of Construction and Housing 
expenditure between 2000 and 2015. However, during that period the 
Ministry of Labor and Social Welfare expenditure per service-recipient-
household and as a share of total government expenditure increased, as did 
Ministry of Economy expenditures on day care centers and home day care 
(mishpachtonim).

Social welfare expenditure data, as surveyed in this chapter, point to 
stability and moderate growth in government spending in the various 
spheres. Most of the growth reflects demographic changes, while a small 
portion stems from legislative developments (due to the social justice protests 
and the Elalouf Committee recommendations) and changing demand for 
services (exemplified by the declining number of new immigrants). When 
these trends are assessed in light of Israel’s social problems — especially 
poverty and inequality — and when we compare Israel’s social investment 
with that of other welfare states, it appears that the government has not 
made concentrated and concerted efforts over the past year to address the 
country’s social issues.
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Poverty and Inequality in Israel:

 Trends and Decompositions
Haim Bleikh*

Abstract

This study examines trends in inequality and (relative) poverty rates 
between 2002 and 2014. Most of the analyses relate to the working age 
population, whose contribution to income inequality and to long-term 
changes in that inequality is greater than the contribution of the older 
population. The method used in this analysis allows for discrete estimates 
of the contribution of three core population groups — Haredim (ultra-
Orthodox Jews), Arab Israelis and non-Haredi Jews — make to changes in 
the poverty and inequality indices over time. This analysis gives a clearer 
picture of the processes within these subgroups and the interactions 
among them. The findings show that the overall poverty level among the 
working age population did not change between 2002 and 2014, though the 
composition of the poor population did change substantially: in 2002, the 
share of poor Haredi and Arab Israeli households out of all poor households 
stood at 44 percent; in 2014, they comprised 54 percent of poor households. 
This represents an exceptional rise relative to the increase of these two 
subgroups in the overall population of working age households.

The chapter also presents findings relating to the over age 60 population. 
There has been a decline in the inequality index and poverty in market 
income among the older population. However, segmenting this population 
into three subgroups (long-term residents, new immigrants and Arab 
Israelis) indicates that among these subgroups there are substantial income 
gaps as well as differences in their disposable income poverty rates.

* Haim Bleikh, Researcher, Taub Center. The author wishes to thank those who read and 
commented on this work: Prof. Claude Berrebi, Gilad Brand, Prof. Joseph Deutsch, Hadas 
Fuchs , Shavit Madhala-Brik, Kyrill Shraberman, Prof. Jacques Silber, and Prof. Avi Weiss.
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Introduction

The heterogeneity of Israeli society, and its social gaps, pose complex social, 
economic and political challenges for the country’s decision makers. Studies 
conducted in Israel show that demographic characteristics, differences in 
labor force participation, and differences in education level are the main 
factors behind Israel’s high degree of income disparity and the poverty rate 
differences between the country’s various population subgroups (Poverty 
and Social Gaps Report, 2014; Bank of Israel Annual Report, 2016a). Beyond the 
income gaps between subgroups, overall inequality in Israeli society also 
stems from disparities between the households within them.

The question regarding the degree to which income gaps between 
subgroups affect overall inequality in Israel has been examined in a number 
of works. Overall, they have found that only a small portion of total inequality 
is the result of income disparities between subgroups. For example, 
Deutsch and Silber (2007) studied differences between the Jewish and Arab 
populations in the years 1990 and 1998, and found that, at most, 10.4 percent 
of total inequality can be traced to income gaps between the subgroups. 
Kimhi and Shafir-Tidhar (2012) looked at different population cross-sections 
and showed that Israeli inequality levels, and growth in inequality over time, 
cannot be explained by disparities between subgroups.  Their study found 
that, at most, 20 percent of total inequality is due to income gaps between 
the subgroups. The Bank of Israel (2013) found that although there was a 
rise in inequality of market income (work, occupational pension and capital 
income, before obligatory deductions) between the country’s geographic 
districts between 1998 and 2011, no more than 8 percent of total inequality 
(over time) can be explained by inter-district disparities. The rest is due to 
inequality originating within the districts.

The aim of the present work is to explore the trends in inequality that 
have emerged over time, and to determine the degree to which these trends 
are influenced by changes in inequality between the various subgroups, 
and the degree to which they are influenced by changes within them (i.e., 
between households belonging to the same subgroup). In particular, using 
Shapley decomposition techniques (Shorrocks, 1999), this study will examine 
the subgroups’ absolute contributions to changes in inequality over time. 
Also examined are poverty rates over time and their sources: changes that 
occurred in the poverty rates of each subgroup versus demographic changes, 
that is, changes in the subgroups’ relative size. Decomposition of poverty and 
inequality by population subgroups plays a major role in shaping effective 
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policy tools, due to its importance in estimating the impact of certain policy 
programs on sectors, geographic regions and other population subgroups.

The analyses were carried out by population cross-section. First the 
population was divided between the older population (ages 60 and over) and 
the working age population (59 and under). 1 It is the working age population 
on which our examination will largely focus, with decomposition of 
inequality and poverty indices by population cross-section, especially non-
Haredi Jews, Haredim (ultra-Orthodox),2 and Arab Israelis. The final section 
will be devoted to a discussion of the older population, with particular focus 
on long-time resident Jewish Israelis,3 immigrants (people who arrived in 
Israel from 1990 on), and the Arab Israeli sector.

It should be noted that groups other than those on which the present 
work focused could have been studied, meaning that additional research is 
warranted.

1. General trends in poverty and inequality

This study looks at developments in Israeli poverty and inequality between 
the years 2002 and 2014. The developments, and the policy measures that were 
taken during that period, reflect recovery from the recession into which Israel’s 
economy sank in the early 2000s, as well as effects of the global economic crisis 
that erupted in 2008. At the beginning of the period, benefits were cut and 
direct tax rates lowered. This was seen as a means to encourage labor force 
participation and eliminate dependence on benefits. During the period under 
study, the share of public expenditure in GDP trended downward, while the tax 
burden (the sum of tax revenues as a percent of GDP) remained quite stable, 
despite the fact that between 2003 and 2008 direct taxes were reduced. This 
was made possible by an increase in the tax collection rate, which exceeded 
even the robust pace of growth that characterized those years. In contrast, 
the years 2008-2009 witnessed a sharp decline in the tax burden, due to an 

1 Working age households were defined as households headed by people no older than 59; 
for coupled households, the head of household’s partner must also be no older than 59. For 
example, a household headed by someone aged 58, whose spouse is 63, would be included in 
the older adult population. Ages 60 and over: head of household or partner (if there is one) is 
not younger than 60.

2 Haredi are defined as those living in households headed by men whose most recent study 
institution was a yeshiva, or households headed by a woman whose husband’s most recent 
study institution was a yeshiva.

3 Jews who were born in Israel or who arrived before 1990. 
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additional reduction in direct taxes and a slowdown of economic activity in 
the wake of the worldwide economic crisis (Report of the Committee for Social 
and Economic Change, 2011). The crisis was followed by economic recovery, 
but the level of GDP growth rates was lower compared to the years that 
preceded the crisis (Bank of Israel, 2016b).

Major parts of this study examine the changes in indices over time. 
This situation entails comparing sets of years. For example, we can look 
at differences between successive years, or choose other intervals. In the 
absence of a clear reason for selecting some other kind of breakdown, the 
present analysis divides the total period into four equal subperiods: 2002-
2005, 2005-2008, 2008-2011, and 2012-2014. In 2012, the Central Bureau of 
Statistics moved from using the Income Survey to the Expenditure Survey 
making it difficult to properly compare the years prior to 2012 with successive 
years. For this reason, the final period starts in 2012 rather than 2011.4 

Figure 1 presents the development of income inequality over time using 
the Theil index,5 while Figure 2 presents the development of poverty rates 
among households.6 As can be seen in Figure 1, during the 2002 to 2014 
period, there was a steady decline in market income inequality, while 
disposable income (market income plus transfer payments, with direct taxes 
deducted) showed a change in direction: a rise in the early years, a few years 
of stability, then decline. 

4 In 2012, the Central Bureau of Statistics stopped publishing its Income Survey and started 
publishing the Household Expenditure Survey only. The analyses presented in this work 
were based on the Income Survey for the years before 2012, and on the Expenditure Survey 
for 2012 on (although some of the figures will also include an Expenditure Survey for 2011). 
In theory, it would have been possible to rely on income surveys only in order to maintain 
consistency throughout the research period, since expenditure surveys also exist for the 
earlier years. However, for purposes of this study it was deemed preferable to rely on the 
income survey for two important reasons: (1) The income survey sample is larger and allows 
more focused segmentation that encompass larger numbers of observations; (2) Other official 
bodies, such as the National Insurance Institute and the Central Bureau of Statistics itself, 
use the income survey data for the years preceding 2012, making it possible to compare 
and maintain consistency. There is an explanation in the this chapter’s online appendix 
regarding the definition of the recent period as 2012-2014 and not 2011-2014 as might be 
expected.

5 The Theil index (Theil, 1967) will be used in this study to measure inequality. The index 
ranges between 0 and ln(n), where n is the household size. The higher the values, the higher 
the level of inequality it indicates. The advantage of the Theil index over the Gini index 
commonly used to measure inequality lies in the simpler option it provides of decomposing 
inequality into different components. Appendix Figure 1 presents the Theil index’s 
development relative to the Gini index; there we can discern that the two indices describe 
similar trends. For more information on the Theil index, see this chapter’s online appendix.
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Figure 1. Income inequality
Theil index (multiplied by 1,000)

Calculated using the OECD method. 

Source: Haim Bleikh, Taub Center.  
Data: Central Bureau of Statistics, Income Survey (2002-2011), Expenditure Survey (2011-2014).

Figure 2 shows that the market income poverty rates ranged between 31 
and 33 percent between 2002 and 2011; however, in the last few years they 
have fallen below the 30 percent mark, to 27-28 percent. The disposable 
income poverty rates have returned in recent years to the levels of the 
period’s early years, after a slight increase in between.
6 The poverty line is defined as half of the median disposable monetary income per 
standardized person. Monetary income does not include the value of additional services (such 
as discounts) provided as assistance to various groups. Nor does it include the value of non-
monetary income arrived at by estimating housing services and household-owned vehicles. 
Poverty rates were measured using the OECD method. First, households are ranked by 
individual’s weights, not by household weights. Second, income was standardized according 
to the equivalence scale based on the square root of the number of individuals per household. 
This method has many more economies of scale than the equivalence scale used in Israel. 
Thus, the relative marginal addition to household income required in order to meet a 
particular level of income per standardized person (e.g., the poverty-line income level) when 
each individual is added, is lower according to the OECD equivalence scale, which gives rise 
to differences in the composition of the population living in poverty. For example, according 
to the OECD method a higher weight would be given to smaller households (such elderly 
households), while a lower weight would be given to larger households.
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Figure 2. Share of households below the poverty line

Calculated using the OECD method. 

Source: Haim Bleikh, Taub Center.  
Data: Central Bureau of Statistics, Income Survey (2002-2011), Expenditure Survey (2011-2014).

2. Income inequality

This section presents changes in inequality broken down into two main age 
groups: ages 59 and under (working age), and ages 60 and over (older adults). 
Figure 3 shows the inequality index presented in Figure 1 and its breakdown 
by the absolute contributions of both groups to the total index. 7 In general, 
the share of the working age group in the overall population is larger, 
meaning that its contribution to income inequality is more substantial 
as well. However, the changes in absolute contribution over time are 
inconsistent. For example, between 2005 and 2011 the absolute contribution 
of the older population to market income inequality rose, while that of the 
working age group continued to decline. 

7 In the Theil index, the absolute contribution adjusts for relative population size, mean 
income and inequality level within the subgroup. For a more in-depth discussion, see this 
chapter’s online appendix.
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The fact that the older population’s absolute contribution to inequality 
rose does not necessarily testify to negative processes within the subgroup. 
The explanation lies in the method used to calculate absolute contribution, 
which takes into account not only the intra-group inequality index but other 
factors as well. For example, between 2005 and 2009, there was a gradual rise 
in the retirement age that contributed to an increase in employment and 
growth in income from work among the older population. Due to this, the 
intra-group inequality index for the older age group dropped (see Appendix 
Figure 2). In theory we might have expected that this population’s absolute 
contribution would also decline, but the opposite was the case, as can be seen 
in Figure 3. The reason for this is that there was an increase in the weight of 
the older population’s income within the total market income, due both to 
an increase in this sector’s relative size and to its higher growth of market 
income relative to the working age population. In the total weighting, the 
rate of increase in the older adult population’s share of income weight 
exceeded the decline in inequality within the group, meaning that its 
absolute contribution to total inequality rose.

These data indicate that in relative terms (the subgroup’s contribution 
to inequality as a percent of the total index), the older adult population’s 
contribution to total inequality doubled over the course of the research 
period, both in terms of market income (from 10 to 20 percent) and in terms 
of disposable income (from 15 to 28 percent).
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Figure 3. Absolute contribution to inequality
Theil index (multiplied by 1,000), by age group

Calculated using the OECD method. Ages 59 and under: head of household and partner (if there is one) are 
age 59 and under. Age 60 and over: head of household or partner (if there is one) is age 60 and over.

Source: Haim Bleikh, Taub Center.  
Data: Central Bureau of Statistics, Income Survey (2002-2011), Expenditure Survey (2012-2014).

Decomposition of working age inequality

As noted, the working age population’s absolute contribution to total 
inequality is of the greatest weight. Figure 4 shows the development of 
inequality within this group over time. A drop in market income inequality 
between 2002 and 2009 was not reflected in a similar decline in disposable 
income inequality. Since 2009, declining market income inequality has also 
been reflected, if inconsistently, in a reduction in the disposable income 
index.
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Figure 4. Income inequality for ages 59 and under** 
Theil index (multiplied by 1,000)

Calculated using the OECD method. Head of household and partner (if there is one) is age 59 and under. 

Source: Haim Bleikh, Taub Center.  
Data: Central Bureau of Statistics, Income Survey (2002-2011), Expenditure Survey (2011-2014).

Now the contribution to inequality will be estimated through a breakdown 
into three subgroups: non-Haredi Jews, Haredim and Arab Israelis. It should 
be clarified that, as our discussion is focused on the effects of subgroups on 
total inequality, we must take into account that the total contribution to 
inequality can be explained through two components:8 

1. Inequality within population groups — inequality whose source lies 
in income differences between households belonging to the same 
subgroup. In terms of calculation, this is the weighted sum of inequality 
levels within the subgroups, after using weights to adjust for the 
relative sizes and mean incomes of the subgroups.

2. Inequality between population groups — inequality whose source lies 
in the mean income differences between the subgroups. In terms of 
calculation, this is the weighted sum of disparities between the mean 
incomes of each subgroup and the mean income of the population as 
a whole.

8 For a more in-depth discussion, see this chapter’s online appendix.
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These components may explain the inequality level in a given year, but 
the present study is also concerned with changes in inequality over time. 
To estimate each subgroup’s marginal absolute contribution to the total 
inequality, the Shapely decomposition method (Shorrocks, 1999)  is used.9  
This method enables changes in total inequality to be explained through 
three effects:

1. The net inequality effect. The changes in total inequality that result 
solely from changes in income inequality levels within subgroups.

2. The income effect. The changes in total inequality that result from 
changes in the mean income of each subgroup.

3. The population effect. The changes in total inequality that result from 
changes in the relative size of each subgroup.

It should be noted that both the income and the population effects embody 
changes in the weightings of all three subgroups, meaning that they affect 
both inequality within the groups and inequality between them.

9  For more information on the Shapely decomposition, see this chapter’s online appendix.
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Tables 1 and 2 show the decomposition findings for inequality changes 
that occurred over time in market income and disposable income within 
the working age population. Each row represents the changes produced 
by the three effects during the period specified at the top of the column, 
broken down by source: changes within the groups and changes between 
the groups. Within each type of change there is a secondary decomposition 
into the change components according to Shapely, making it possible to 
trace the contribution of each component. For example, in order to isolate 
the net inequality effect (which is part of the inequality within the groups), 
we must deduct the change in weights due to changes in mean income and 
population composition.

The tables’ three lower levels show the absolute contributions of all of the 
subgroups to the total change, so that for each period the total contribution 
of the three populations is equal to the total change in inequality, displayed 
in the upper level.

Market income inequality in the working age 
population: main findings  

In the first line of Table 1, we find that the entire time period is characterized 
by a steady decline in market income inequality. Decomposition by inequality 
source shows that most of the decline is the result of the inequality effect, 
that is, changes in income distribution within each subgroup. It is interesting 
to note that, in the two first subperiods, the inequality decline within the 
subgroups was greater than the drop in total inequality — i.e., the inequality 
increase between the subgroups is what moderated the decline in total 
inequality. 10 In the two later subperiods, inequality between the subgroups 
also declined.

When examining the between group inequality component by effects, the 
increase during the earlier periods proves to have resulted from changes 
in the population subgroups’ relative sizes, while the inequality decline 
of the later years resulted from a narrowing of income gaps between the 
subgroups. Indeed, market income per standardized person rose in the later 
years by a more substantial degree among the weaker populations. Between 
2008 and 2011, the Haredi sector’s average income increased at an average 
annual rate of 11.6 percent versus 2.2 percent for the Arab Israeli sector and 

10 This is not an exceptional situation, that is, there can be situations in which inequality 
within the groups declined, but the mean incomes of the higher-income subgroups increased 
more rapidly than those of the lower-income ones, thereby raising the inequality component 
between the groups.
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2.3 percent among non-Haredi Jews. Between 2012 and 2014, the Arab Israeli 
sector’s average income increased at an average annual rate of 10.9 percent 
compared to 2 percent for Haredim and 6.1 percent for non-Haredi Jews.

Looking at the subgroups’ individual contributions to inequality (cells 2 
to 4 of Table 1), there are some interesting findings. Except for the years 
2005 to 2008, the main source of the changes in total inequality was the non-
Haredi Jewish population, and if we remove the weight effects (i.e., looking 
only at the net inequality effect), then this is true for all of the periods. This 
finding is not surprising, as this is the largest subgroup and changes in it 
have greater weight. Another notable finding is the steady decline in net 
inequality across nearly all of the subgroups and in all of the time periods, 
except for a rise in net inequality in the Arab Israeli sector during the most 
recent period. Additionally, when we look at intra-group inequality among 
Arab Israelis and Haredim, we find that in some of the periods the impact of 
the net inequality decline was reduced or disappeared due to changes in the 
weights — that is, because of changes in the subgroups’ mean incomes and 
in their relative weights within the total population.
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Table 1. Shapely decomposition of market income inequality
Working age population, absolute change, Theil index (multiplied by 1,000)

2002-2005 2005-2008 2008-2011 2012-2014
Overall contribution
Total change (W + B) -24.6 -14.6 -23.9 -13.7
Within group (W) -30.0 -18.6 -19.3 -8.2
Population effect 1.8 1.1 0.4 -0.2
Income effect -0.2 0.0 1.3 0.4
Net inequality effect -31.7 -19.7 -21.0 -8.4
Between groups (B) 5.4 4.0 -4.6 -5.5
Population effect 5.7 4.0 1.9 -0.6
Income effect -0.3 0.0 -6.5 -4.9
Contribution of non-Haredi Jews
Total change (W + B) -19.8 -3.5 -20.0 -17.5
Within group (W) -29.7 -11.6 -19.4 -8.6
Population effect -2.2 -1.6 -1.4 0.5
Income effect -0.3 0.1 -1.3 -1.7
Net inequality effect -27.2 -10.1 -16.7 -7.3
Between groups (B) 9.9 8.2 -0.6 -8.9
Population effect 11.0 8.0 4.8 -1.6
Income effect -1.1 0.2 -5.4 -7.4
Contribution of Haredi Jews
Total change (W + B) -3.3 -2.3 -1.1 -4.2
Within group (W) 0.3 0.3 0.2 -4.3
Population effect 2.3 1.3 0.2 -0.1
Income effect -0.9 0.2 2.9 -0.8
Net inequality effect -1.2 -1.2 -2.9 -3.4
Between groups (B) -3.6 -2.6 -1.3 0.2
Population effect -3.9 -2.5 -0.3 0.1
Income effect 0.4 -0.1 -0.9 0.0
Contribution of Arab Israelis
Total change (W + B) -1.5 -8.8 -2.8 8.0
Within group (W) -0.6 -7.3 -0.1 4.7
Population effect 1.7 1.4 1.6 -0.6
Income effect 1.0 -0.2 -0.3 3.0

Net inequality effect -3.3 -8.5 -1.4 2.3
Between groups (B) -0.9 -1.5 -2.7 3.2
Population effect -1.4 -1.4 -2.5 0.9
Income effect 0.5 -0.1 -0.2 2.4

Small deviations are due to rounding.
Source: Haim Bleikh, Taub Center.  
Data: Central Bureau of Statistics, Income Survey (2002-2011), Expenditure Survey (2012-2014).
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Disposable income inequality in the working age 
population: main findings  

As can be seen in Table 2, the change in trends in disposable income 
inequality is not identical to the market income trends. The period 2002 until 
2014 was characterized by a sharp rise in inequality in the first subperiod, 
stability in the second subperiod and decline in the following subperiods. 
Ultimately, the situation between the start of the period and its end did not 
change greatly. Interestingly, except for the years 2008 to 2011, the changes 
in inequality between the groups were greater in absolute value than the 
changes that originated within the groups. In other words, unlike market 
income, the subgroups’ changes in relative size and market income growth 
rate were the main source of changes in disposable income inequality in 
most of the subperiods.

Looking at the subgroups’ individual contributions (cells 2 to 4 in Table 
2), it can be seen that, regarding disposable income, the non-Haredi Jewish 
population is again the primary source of changes in total inequality. What 
this means is that, in most of the subperiods, gaps in mean income emerged 
between this subgroup and the other two. By contrast, between 2008 and 
2011, total inequality declined due mainly to a steep drop in net inequality 
among non-Haredi Jews.

These results suggest that policy measures taken in the early 2000s 
(benefit cutbacks and a reduction in direct taxes) contributed to an increase 
in employment and, as a result, to a steady decline in market income 
inequality. However, the drop in disposable income inequality manifested 
only five or six years later. That is, in the years just following the policy 
changes, the relative increase in market income among Haredim and Arab 
Israelis was higher than among non-Haredi Jews, yet failed to compensate 
for the loss of income from government allowances. By contrast, the highest 
cumulative increase in disposable income was found among non-Haredi 
Jews, and is attributable to growth in income from work and to a reduction 
in direct tax rates (Bleikh, 2015). 

Additionally, the analysis conducted shows that, at most, 20 percent of 
inequality (in both market income and disposable income) among working 
age population is explained by income disparities between the population 
subgroups. Thus, for a more complete picture on inequality and changes 
over time, it is not enough to focus on changes in the mean income of 
each subgroup; it is important to look at all of the changes: the change in 
each subgroup’s relative size, changes in mean income, and changes in the 
inequality within each subgroup.
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Table 2. Shapely decomposition for disposable income inequality
Working age population, absolute changes, Theil index (multiplied by 1,000)

2002-2005 2005-2008 2008-2011 2012-2014
Overall contribution

Total change (W + B) 18.5 0.1 -9.1 -3.5
Within group (W) 8.2 -4.6 -9.1 -1.3
Population effect 0.0 0.0 0.1 -0.1
Income effect 0.0 0.0 0.0 0.2
Net inequality effect 8.3 -4.6 -9.1 -1.5
Between groups (B) 10.3 4.7 0.0 -2.1
Population effect 2.4 2.1 1.2 -0.4
Income effect 7.9 2.6 -1.2 -1.7
Contribution of non-Haredi Jews
Total change (W + B) 23.3 6.4 -8.3 -6.4
Within group (W) 4.4 -2.9 -10.9 -2.2
Population effect -1.7 -1.2 -0.9 0.3
Income effect 1.8 0.6 -0.2 -0.4
Net inequality effect 4.2 -2.2 -9.8 -2.1
Between groups (B) 19.0 9.3 2.6 -4.2
Population effect 7.1 5.7 3.7 -1.3
Income effect 11.8 3.7 -1.2 -2.9
Contribution of Haredi Jews
Total change (W + B) -4.7 -2.3 1.2 -1.9
Within group (W) 0.3 0.4 0.6 -1.2
Population effect 1.0 0.6 0.1 0.0
Income effect -0.7 -0.2 0.6 -0.3
Net inequality effect 0.0 0.0 0.0 -0.9
Between groups (B) -5.0 -2.7 0.6 -0.7
Population effect -3.7 -2.4 -0.3 0.1
Income effect -1.3 -0.3 0.8 -0.8
Contribution of Arab Israelis
Total change (W + B) 0.0 -4.0 -2.0 4.8
Within group (W) 3.6 -2.1 1.2 2.1
Population effect 0.7 0.7 0.9 -0.3
Income effect -1.1 -0.4 -0.4 1.0
Net inequality effect 4.0 -2.4 0.7 1.5
Between groups (B) -3.7 -2.0 -3.2 2.7
Population effect -1.0 -1.2 -2.2 0.8
Income effect -2.7 -0.8 -0.9 1.9

Small deviations are due to rounding.

Source: Haim Bleikh, Taub Center.  
Data: Central Bureau of Statistics, Income Survey (2002-2011), Expenditure Survey (2012-2014).
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3. Decomposition of the poverty rate trends

Decomposition of the entire population’s poverty rate trends through 
an examination of the subgroups’ contributions (a process similar to that 
described in the preceding section) should be of some help in determining 
how the composition of the population living in poverty has changed. As in 
the previous examination of inequality, in order to obtain a more precise 
picture, it is necessary to weight two simultaneous processes: changes in 
the relative size of subgroups, and changes in each subgroup’s poverty rate.

Figures 5a and 5b present the poverty rates by market income and disposable 
income for the years 2002 to 2014, broken down into two age groups — working 
age (59 and under) and older adults (60 and over). Among the older population, 
there was a substantial drop in the market income poverty rate. One possible 
reason for this is a gradual rise in the retirement age during the period in 
question, which contributed to this group’s increased employment and income 
from work.11 The disposable income poverty rate also declined for the older 
population until 2011. However, beginning in 2012, there was a split: disposable 
income poverty rose while market income poverty continued to drop. For the 
working age population, market income poverty was quite stable between 2002 
and 2011 (27-28 percent), but declined slightly thereafter. The picture is different 
regarding disposable income: between 2002 and 2009, the poverty rate rose by 
2.5 percentage points, after which it fell to its 2002 level (16 percent). 

A comparison between these trends and poverty rate data for the population 
as a whole, taking into account changes in the relative sizes of both age groups, 
may explain a number of developments. For example, the relative stability of 
the total market income poverty rate from 2004 to 2011, despite a major decline 
in the market income poverty rates among older adult Israelis, can be explained 
by the fact that the relative weight of older population households grew from 
24 percent at the start of the period to 26 percent at its end. This means that the 
increase in weight of this age group (which still has the higher poverty rate of 
the two age groups, despite the decline) offset its contribution to a drop in the 
total poverty rate. A similar development explains the stability of the disposable 
income poverty rate that characterized the years 2004 to 2011. On the one hand, 
there was a rise in the poverty rate among working age Israelis, accompanied by 
a drop in this population’s relative weight; on the other hand, there was a decline 
in the older population’s poverty rate, accompanied by an increase in its relative 
share of the population as a whole. In any event, switching from the poverty rate 
of the population as a whole to the poverty rates of subpopulations (and vice 

11 Figure 6 indicates a rise in the percent of those eligible for occupational pensions among 
immigrants, another contributor to increased market income among the older adult population.
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versa) entails attention to changes in the composition of the population of those 
living in poverty, as will be presented in the next section.

Figure 5. Share of households below the poverty line, by age group 

Calculated using the OECD method. Ages 59 and under: head of household and partner (if there is one) are 
age 59 and under. Age 60 and over: head of household or partner (if there is one) is age 60 and over.  
Source: Haim Bleikh, Taub Center.  
Data: Central Bureau of Statistics, Income Survey (2002-2011), Expenditure Survey (2011-2014).
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Decomposition of the working age poverty rate 

This section will focus on the working age population, with particular 
attention to changes that have occurred within groups and to the 
relationship between them. Tables 3 and 4 summarize the findings of Shapley 
decomposition for the changes in market income and disposable income 
poverty rates.12 This decomposition method isolates subgroups’ absolute 
contributions to the total poverty rate, by measuring two effects: 

1. The poverty effect, which expresses the change in the total poverty 
rate that originated in changes in the poverty rates within subgroups; 

2. The population effect, which reflects the change in the total poverty 
rate that originated in changes in the subgroups’ relative sizes.

Decomposition of the market income poverty rate:  
main findings

The period under study was characterized by a slight cumulative decline in 
the total poverty rate for working age people (Table 3). The poverty effect 
(in terms of its absolute value) was a dominant contributor to changes in 
this age group’s total poverty rate. A look at the subgroups’ contributions 
reveals that the largest share in the total decline can be ascribed to the 
non-Haredi Jewish population, especially between 2002 and 2008. Most of 
this subgroup’s impact on the total poverty rate stemmed from a drop in 
its group-specific poverty rate, not from a change in its population share. 
By contrast, the Arab Israeli population’s absolute contribution raised the 
total poverty rate throughout the period, especially from 2008 to 2011. In 
this instance, the population effect had a greater impact, that is, most of the 
contribution to the rising total poverty rate (except for 2008 to 2011) was 
due to an increase in the Arab Israeli sector’s share of the total working age 
population. The Haredi subgroup contributed to the poverty rate increase 
during the two first subperiods, due primarily to a rise in its share of the 
population. From 2008 on, the Haredi sector’s impact on the total poverty 
rate tended toward reduction.

Looking at the composition of the population living in poverty by market 
income indicates that the share of Arab Israeli and Haredi households within 
the working age poor population increased over the 2002 to 2014 period 

12 For more information on the Shapley decomposition of poverty rates, see this chapter’s 
online appendix.
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from 37 percent (9 percent for Haredim and 28 percent for Arab Israelis) to 
45 percent (12 percent for Haredim and 33 percent for Arab Israelis). During 
this period the percent of households belonging to these sectors rose from 
18 percent to 20 percent.

Table 3. Shapley decomposition for market income poverty rates
Working age population, absolute change (in percentage points)

2002-2005 2005-2008 2008-2011 2012-2014
Overall contribution

Total change -0.31 -1.20 0.79 -0.36

Poverty effect -0.90 -1.65 0.61 -0.40

Population effect 0.59 0.45 0.18 0.04

Contribution of non-Haredi Jews

Total change -1.16 -1.81 0.31 -0.23

Poverty effect -0.90 -1.59 0.42 -0.19

Population effect -0.26 -0.21 -0.11 -0.04

Contribution of Haredi Jews

Total change 0.77 0.23 -0.41 -0.22

Poverty effect 0.14 -0.05 -0.32 -0.10

Population effect 0.63 0.28 -0.09 -0.13

Contribution of Arab Israelis

Total change 0.08 0.37 0.89 0.09

Poverty effect -0.14 -0.01 0.51 -0.11

Population effect 0.23 0.38 0.37 0.20

Small deviations due to rounding.

Source: Haim Bleikh, Taub Center. 
Data: Central Bureau of Statistics, Income Survey (2002-2011), Expenditure Survey (2012-2014).
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Decomposition of the disposable income poverty rate: 
main findings

Disposable incomes throughout the research period were characterized by 
an increase in the total poverty rate.13 The first subperiod (notable for cuts to 
benefits and tax rate reductions) displayed the sharpest increase in poverty. 
The overall picture for this period indicates that the impact of these changes 
on poverty rates was slightly higher than effect of the population subgroups’ 
relative sizes. Also, in this subperiod, the Haredi and Arab Israeli populations 
contributed to the rise in the total poverty rate. Within the Arab Israeli 
population, the primary reason for this was an increase in their poverty rate. 
In contrast, among Haredim there was a greater influence of a change in 
their relative share in the overall population. 

Looking at the composition of the poor population in disposable income 
terms, indicates that the share of Arab Israeli and Haredi households in 
the working age poor population increased over the years from 44 percent 
(10 percent for Haredim and 34 percent for Arab Israelis to 54 percent (12 
percent for Haredim and 42 percent for Arab Israelis). As noted, during this 
period, the percent of households belonging to these subgroups rose from 18 
percent to 20 percent of the entire working age population.

13 According to Figure 5b, the poverty rate for the working age population did not change 
between 2002 and 2014. This is due to the change in the data in 2012 (see footnote 4) which 
meant that the poverty rate in 2012 was lower than the rate in 2011. Table 4 shows, though, 
that when divided into subperiods, there is a continuous rise in the poverty rate over time. 
For this reason, the overall period data as presented in Figure 5b should be regarded with 
caution.
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Table 4. Shapely decomposition for disposable income  
poverty rates
Working age population, absolute change (in percentage points)

2002-2005 2005-2008 2008-2011 2012-2014

Overall contribution

Total change 1.00 0.11 0.66 0.41

Poverty effect 0.55 -0.28 0.47 0.34

Population effect 0.46 0.39 0.18 0.07

Contribution of non-Haredi Jews

Total change -0.36 -0.38 0.03 -0.20

Poverty effect -0.22 -0.26 0.10 -0.17

Population effect -0.14 -0.12 -0.07 -0.02

Contribution of Haredi Jews

Total change 0.72 0.17 -0.28 0.20

Poverty effect 0.30 -0.03 -0.21 0.28

Population effect 0.42 0.20 -0.06 -0.08

Contribution of Arab Israelis

Total change 0.65 0.32 0.90 0.41

Poverty effect 0.47 0.01 0.59 0.23

Population effect 0.18 0.31 0.31 0.18

Small deviations due to rounding.

Source: Haim Bleikh, Taub Center.  
Data: Central Bureau of Statistics, Income Survey (2002-2011), Expenditure Survey (2012-2014).
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4. Issues relating to the older population

The preceding sections examined the working age population in depth. 
This section will now proceed to a discussion of the older population, 
which is essential for a full picture. It should be noted, however, that this 
section differs methodologically from the previous ones. It will not provide 
a decomposition of inequality and poverty indices, but rather a general 
discussion of several core issues pertaining to inequality and poverty among 
the older population.

Demographic developments that are causing a steady increase in the 
older population’s relative share of total population place a number of major 
dilemmas on the public agenda: raising the retirement age, employment 
among senior citizens and, of course, the degree of generosity of the social 
security system. 14 Most individuals of retirement age do not participate 
in the labor market, meaning that their income is based largely on their 
savings (particularly, occupational pensions and capital savings), or on state 
support (allowances and other governmental transfers). This section looks 
at different population subgroups than the working age population: Jews 
and long-term resident Israelis, immigrants who arrived in Israel from the 
1990s onward, and Arab Israelis. 15

Figure 6 presents a distribution of households headed by older adults by 
homeownership and eligibility for occupational pension for selected years 
between 2003 and 2014. The data give rise to several notable observations:

• Within the population as a whole there has been a decline in the 
share of older adults that are not homeowners and who are also not 
eligible for occupational pensions (from 19 percent to 15 percent). The 
decline is particularly notable among immigrants (from 52 percent to 
34 percent). In contrast, the Arab Israeli sector actually displayed an 
increase (from 9 to 12 percent).

• There are substantial disparities between the groups in terms of 
homeownership rates: the percent of homeowners among immigrants 
is substantially lower than among long-term resident Israelis and Arab 

14 The Central Bureau of Statistics forecasts (for all scenarios) indicate that the weight of 
the 65-and-over population in 2035 will be 13 to 16 percent of the total population, compared 
with 10 percent today, www.cbs.gov.il/www/hodaot2013n/01_13_170t1.pdf. 

15 The percentage of Haredim within the total older population is very low, meaning that 
this subgroup does not appear separately but is included in the long-term resident Jewish 
population instead.
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Israelis. Over the years, there was a slight decline in homeownership in 
the Arab Israeli sector. By contrast, the homeownership rate increased 
among immigrants. Within the immigrant subgroup, there are gaps in 
ownership rates between younger and older cohorts — in particular, 
the younger cohorts have higher homeownership rates (Table 5).

• There are large gaps between long-term resident Israelis and Arab 
Israelis and the immigrant subgroup in terms of eligibility for 
occupation pensions. Long-term resident Israelis and Arab Israelis do 
not display major or consistent changes over time in their occupational 
pension eligibility rates. By contrast, immigrants show a rise in the 
eligibility rate that is consistent with their number of years’ residence 
in Israel and with accumulation of rights. It should be noted that 
most occupational pension payments are made today on the basis of 
pension arrangements that preceded the 2008 reform, and that most of 
today’s older population is affected to a limited degree, if at all, by the 
Mandatory Pension Arrangements expansion order.

Figure 6. Distribution of older age households
By subgroups, homeownership and qualification for occupational pension

Source: Haim Bleikh, Taub Center.  
Data: Central Bureau of Statistics, Income Survey (2003, 2008), Expenditure Survey (2014).
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Figure 7 and Table 5 show additional data on the various components of 
the older population’s economic disparities: income composition, poverty 
rate, employment and housing. A few notable points:

• Income differences between the long-term resident Israeli population 
and the immigrant and Arab Israeli populations stem mainly from a 
market income gap, in particular, the occupational pension component. 
This is true for all cohorts, and the absolute disparity grows in the 
older cohorts. Another cause of gaps, discernible among all cohorts, is 
differences in income from work between subgroups. Also, Arab Israeli 
households are larger on average than Jewish households, making them 
even more likely to occupy a low place in terms of income ranking.

• Among those aged 60-64, there are large disparities between Jews and 
Arab Israelis in terms of the number of household wage earners (1.5 for 
long-time resident Israelis, 1.4 for immigrants, and 0.8 for Arab Israelis, 
see Table 5). Most of the gap is explained by a higher employment rate 
among older Jews (Kimhi and Shraberman, 2013), but the data point 
to yet another explanation: a high percent of Jewish households have 
more than two wage earners (generally the third one is an adult child 
living with the parents). This phenomenon is concentrated among 
households headed by couples (which account for 70 percent of all 
households aged 60-64)16 — 21 percent of which have more than two 
wage earners.17 

• In general, as age rises, so does the probability of living under the 
poverty line, but there are several differences in this regard among 
the population and age groups. For long-time resident Israelis, the 
poverty rate surges from 8 percent in the 60-64 age group to 15-16 
percent at ages 65-74, while those aged 75 and over have more than a 
20 percent probability of living below the poverty line (Table 5). Arab 
Israelis have the highest poverty rates of all, and these rates increase 
with age (42 percent for those aged 60-64 and 85 percent for those 
aged 75 and over). For immigrants, the probability of being under the 
poverty line rises substantially with age up to the 70-74 age group (69 
percent), but among those aged 75 and over the poverty rate is actually 
lower — about half of immigrants in this age range live under the 

16 Households headed by couples, with no limit on the number of individuals in the household.

17 For immigrants the figure is more than 19 percent, but the number of observations is small.
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poverty line. The explanation for this appears to lie in the relationship 
between government assistance to immigrants and homeownership. 
The homeownership rate among immigrants declines with age (for 
example, 70 percent of those aged 60-64 versus 24 percent of those 
aged 75 and over), while the level of financial assistance that the 
state provides to immigrant families that do not own homes is higher 
than that provided to home-owning families (Appendix Figure 3). It 
is therefore not surprising that those aged 75 and over have a higher 
average disposable income than do those aged 70-74 (NIS 370 above the 
poverty line versus NIS 250 above the poverty line, respectively).

To conclude, although our discussion in this section has focused on income 
gaps between groups, the decomposition by the Theil index indicates that 
only a small portion of total inequality among older population is explained 
by income gaps between subgroups. For example, only 15 percent of total 
market income inequality among those aged 65 and over, and 18 percent 
of disposable income inequality, can be explained by income disparities 
between the various subgroups.

Moreover, there are myriad benefits provided to the older adult 
population that are not reflected in monetary income but rather in 
discounts and exemptions, such as funding of medications and discounts 
on arnona (property tax), public transportation and electricity bills.18 Since 
these benefits do not show up in Central Bureau of Statistics data, they were 
not included in our analysis. They do, however, represent another facet of 
government assistance that merits attention. They complete the picture of 
the Israeli older adult population’s income structure.

18 For more on this topic, see the Kol Zchut website.
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Figure 7. Household income, 2014
By income source, population and age groups, NIS

Calculated using the OECD method. 

Source: Haim Bleikh, Taub Center.  
Data: Central Bureau of Statistics, Expenditure Survey (2014).
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Table 5. Household characteristics of the older adult population, 
2014

Subgroup Poverty 
rate*

Homeownership 
rate

Household 
size

Average 
number 
of wage 
earners in 
household

Ages 60-64

Long-time residents 8% 84% 2.3 1.5

New immigrants 19% 70% 2.0 1.4

Arab Israelis 42% 86% 2.8 0.8

Ages 65-69

Long-time residents 15% 86% 1.9 0.7

New immigrants 36% 60% 1.8 0.7

Arab Israelis 53% 98% 2.1 0.5

Ages 70-74

Long-time residents 16% 88% 1.7 0.5

New immigrants 69% 44% 1.6 0.1

Arab Israelis 79% 93% 2.1 0.1

Ages 75 and over

Long-time residents 20% 84% 1.5 0.1

New immigrants 50% 24% 1.4 0.1

Arab Israelis 85% 88% 1.7 0.0

* Calculated using the OECD method.

Source: Haim Bleikh, Taub Center.  
Data: Central Bureau of Statistics, Expenditure Survey (2014).
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Conclusion

This work looked at changes in Israeli poverty and inequality rates from 
2002 on, broken down by age group (working age versus older population) 
and population subgroups (within the working age population), using 
the Shapley decomposition method, to more identify prevailing trends 
within the groups and their interactions. The data show that, for the older 
population, inequality and market income poverty declined significantly, 
and that raising the retirement age was one of the factors that contributed 
to this. Regarding income-level differences between population subgroups 
within the older population, large disparities were found, mainly between 
the long-term resident Jewish Israeli group and the immigrant and Arab 
Israeli groups. Most of the gap is explained by differences in occupational 
pension income and in income from work in each subgroup, although there 
was a rise in the percent of those eligible for occupational pensions among 
immigrants. Alongside the differences in monetary income, there are large 
homeownership rate differences between the groups: high rates among long-
term resident Israelis and Arab Israelis, versus a low rate among immigrants. 

Market income inequality declined steadily among the working age 
population during the research period, but only in the last few years has 
this decline been discernable by a drop in disposable income inequality. The 
decline occurred concomitantly with two major policy measures that were 
taken after 2003: benefit cutbacks and direct tax reductions. These measures 
produced a change in the income composition of households (income from 
work increased at the expense of government allowances). Thus, labor 
market developments have, in recent years, played a central role in the 
decline in disposable income inequality.

The breakdown of the working age population by subgroups showed 
that most of the contribution to declining market income inequality came 
from the non-Haredi Jewish sector. This fact is not surprising, as this sector 
accounts for the largest share both of the total population and of total 
income. What this means is that, although there were significant increases 
in market income among Arab Israelis and Haredim, the degree to which 
they are found in changes in income inequality (both market and disposable 
income) is limited.

Although the drop in market income inequality is good news, it does not 
justify abandoning efforts to a further reduction. OECD data place Israel near 
the developed-country average for market income inequality within the 
total population, but with regard to disposable income Israel ranks among 
the most unequal countries. However, when we look at market income 
inequality solely within the working age population, Israel’s inequality 
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figures are high compared with those of the other developed countries 
(Bleikh, 2015). If Israel wants to approach the level of disposable income 
inequality that characterizes the OECD countries, it must act to reduce 
market income inequality among working age people, as this is the subgroup 
whose weight in the total population and income is highest. Changes in this 
group would have the greatest impact on total inequality.

Working age poverty rates present a picture that is worthy of note. 
Although poverty rates between the start of the research period and its end 
did not change, the composition of the population living in poverty changed 
significantly. In 2002, the percent of Haredi and Arab Israeli households 
accounted for 44 percent of the entire working age population living in 
poverty, compared with 54 percent in 2014 — an increase that exceeds the 
growth rate of both groups within the working age population. The change 
in composition of the working age poor takes on special importance given 
the objective defined by the Committee for the War Against Poverty (the 
Elalouf Committee): reducing poverty rate among individuals within the 
total population to the OECD average (11 percent), compared with its current 
rate of 19 percent.
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Appendix

The switch from the Income Survey to the Expenditure 
Survey
To ensure consistency between periods, it would have been desirable to 
compare data for 2011 and 2014, but in 2012 the Central Bureau of Statistics 
stopped publishing income surveys, meaning that such a comparison 
could be based on expenditure surveys only. Moreover, due to changes 
that were made to the Household Expenditure Survey in 2012, even a 
comparison between the 2011 and 2014 expenditure surveys for purposes 
of decomposing inequality into population subgroups is problematic. For 
instance, in the 2011 income and expenditure surveys the Arab Israeli 
sector’s share of the working age population was 16.9 percent and 17.1 
percent of all households, respectively (by number of persons: 22.5 percent 
and 22.9 percent, respectively). The 2012 switch to the Expenditure Survey 
reduced the sector’s share to 15.2 percent of all households (20.5 percent 
by number of persons) and to 15.6 percent in 2014. For analysis purposes, 
this is an unreasonable amount of change, and because this study takes into 
account impacts stemming from the relative sizes of subgroups, it would 
have been wrong to examine changes in the indices between 2011 and 2014 
on the basis of the Expenditure Survey.

The Theil index of inequality

The index used to analyze inequality in this work is the Theil index (Theil, 
1967). The index takes positive values (or 0 in situation of complete equality); 
the higher the index number, the higher the degree of inequality. The index 
is defined as follows:

where n – population size, yi –individual/household income (i=1…n ) and  – 
population’s average income.

One important property of the inequality index is its decomposability, 
that is, the index makes it possible to decompose inequality into two 
components: (a) inequality within population groups – inequality stemming 
from income differences within each subgroup; (b) inequality between  
population groups – inequality stemming from mean income differences 
between the subgroups. The equation used to calculate the indices is:
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We can see that the left-hand component of the index (within) is the 
weighted sum of the inequality levels within the subgroups, and that the 
weights are represented by an income weight (the product of population 
size and the ratio between the group’s average income and the total average 
income). The right-hand component of the index (between) focuses on 
income gaps between the various subgroups. The basic premise of the 
between component is that all individuals in a given subgroup receive the 
group’s mean income. Thus, the  ratio in the between component has 
special meaning. When a given subgroup has an income share that is higher 
than its size within the total population (i.e., the ratio is greater than 1), its 
contribution to the index will be positive. When the ratio is less than 1, the 
subgroup’s contribution to the index will be negative, and in instances when 
the ratio is exactly 1, inequality between the groups can be said to not exist.  
Additionally, the fact that the between inequality component is not negative 
even though the subgroups’ contributions can be negative, has additional 
significance: the index gives greater weight to subgroups whose income 
weight is higher than their share in the population, than to subgroups whose 
income weight is lower than their share in the population.

Shapley decomposition

In order to quantify the various factors’ contributions to changes in poverty 
and inequality over time, Shapley decomposition was used in this work. The 
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idea is based on the game theory model of the Shapley value (Shapley, 1953). 
The main idea is to determine group members’ bargaining power in coalition-
building. The bargaining power of a given actor must be computed in all 
states of the world that allow the coalition to be built. This kind of weighting 
constitutes a given actor’s average bargaining power (contribution/profit) 
in a game of this kind. 

For example, if we want to build a three-actor (x, y, z) coalition with the value 
l(x,y,z), we have to take into account the following conditions:

A.  “Order of entry” – There are six possible states of the world: (x,yz); 
(x,z,y); (y,x,z); (z,x,y); (y,z,x); (z,y,x).

B. Value adjusted for possible sub-coalitions – I(x), I(y), I(z), I(x,y), I(x,z), 
I(y,z).

When focusing on Actor x, there are two states of the world in which 
he enters the room first. In such states, his marginal contribution will 
be independent of the other two actors’ order of entry, meaning that his 
contribution to the total index will be I(x) and the probability of this will 
be 2/6. In a third case, Actor x enters a second room after Actor y. In this 
instance, his marginal contribution will be equal to I(y,x)-I(y) and the 
probability of this will be 1/6. In a fourth case, Actor x enters a second room 
after Actor z. In a similar manner, his marginal contribution will be equal to 
I(z,x)-I(z) with a probability of 1/6. Finally, there are two states of the world 
in which Actor x enters the room last. In this case, his marginal contribution 
will be equal to I(x,y,z)-I(y,z), with a probability of 2/6. Similarly, we can 
calculate the marginal contributions of actors y and z in such a way as to 
obtain the following:

From these three expressions it is easy to show that the total index equals 
the actors’ marginal contributions:
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This idea was extended by Shorrocks (1999) to each index or function 
(linear or not). In particular, this decomposition method can be applied to 
cases where we want to examine changes over time. In this instance the 
Theil index can be expressed as a function of three variables: 

Thus, we can explain the change in inequality over time by studying the 
changes in the x, y, z variables, so that: 

                  

where: 
• The inequality effect ( ). The changes in total inequality stemming 

from changes in inequality within the subgroups (affects inequality 
within groups).

• The population effect ( ).  The changes in total inequality stemming 
from changes in the relative sizes of subgroups (affects both inequality 
within  groups and inequality between  groups).

• The income effect ( ).  The changes in total inequality stemming from 
changes in the average incomes of subgroups (affects both inequality 
within  groups and inequality between  groups)

Computation of the marginal contribution of the inequality effect C( ):
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Computation of the marginal contribution of the population effect C( ):

Computation of the marginal contribution of the income effect C( ):
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Similarly, the total poverty rate will be defined as a function of two variables:
 .

where:

P – the poverty rate in the population as a whole
 – the relative size of group k

 – Group k’s poverty rate

Thus, we can explain the changes in poverty rate over time by looking at 
changes in the variables x and y, so that:  
where:

• The “population effect ( )” – changes in the total poverty rate 
stemming from changes in the subgroups’ relative sizes

• The “poverty effect ( )” – changes in the total poverty rate stemming 
from changes in the poverty rates within the subgroups

Computation of the contribution of the poverty effect C( ):

Computation of the contribution of the population effect C( ):
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The Outsourcing of Welfare 
Services:

Trends and Changes
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Abstract
The privatization of social welfare services is an on-going process since the 
1980s. This chapter sheds light on the phenomenon and concentrates on the 
privatization process as it relates to an array of services of the Ministry of 
Labor and Social Welfare. At the center of the analysis stand two questions. 
(1) What is the scope of activities of for-profit and nonprofit agencies 
working in this field? (2) Can we identify trends in market concentration in 
welfare service provision? The study’s findings indicate that the extent of 
services that are outsourced by the ministry has grown over the years: from 
70 percent of the ministry’s total expenditure in 2000 to about 80 percent 
in 2015. The majority of service providers to this ministry are veterans 
in the field, and they garner about 96 percent of the total payments for 
outsourced services. The findings relating to concentration levels indicate 
that competition among service providers in the field of personal social 
services is limited. The 50 largest providers, whose share among all of the 
outsourced service providers is about 2 percent, garner about 46 percent 
of the total expenditures for outsourced services and the majority have 
provided services for many years.

This chapter is a first attempt to create a comprehensive knowledge 
base regarding the outsourcing of social welfare services in Israel. The 
findings indicate a continuous widening and steady process of welfare 
service privatization, with varied players — both nonprofit and for-profit 
agents. These findings can serve as a platform for wider discussions on the 
phenomenon of outsourcing of social services in Israel.
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Introduction

The privatization of public systems has become a central plank of Israeli 
government policy in recent years. This is particularly true of social services 
(Office of the Prime Minister, 2016). It should come as no surprise that 
privatization has been at the center of the professional and public discourse 
since an accelerated process of transferring responsibility for service 
provision from the state to non-governmental agencies began in the 1980s 
(Gal, 1994). The privatization process extends to numerous and diverse 
social services, primarily those under the responsibility of the Ministry of 
Labor and Social Welfare (Meron, 2015; Katan, 2007).  

The main mode of privatization of welfare services in Israel is privatization 
of delivery or outsourcing, which is to say that services that the state funds 
and for which it is responsible are delivered by non-governmental agencies, 
whether for-profit businesses or nonprofit organizations (Mandelkern and 
Sherman, 2015). The outsourcing process is carried out by government 
tenders inviting agencies to compete for a contract to perform an action or 
operate a service for a predetermined period of time. The choice of providers 
relies on defined criteria, and the state is responsible for assuring the proper 
operation of the privatized service through a regulatory system (Lahat and 
Talit, 2011). The assumptions underlying the outsourcing of social services 
are that this system allows greater flexibility and effectiveness of operation, 
and that competition between different specialized service providers will 
improve the service to citizens. The competition between the providers 
takes place at the tender stage, and in most cases there is no competition 
between the providers over the service-receiving clients. Clients are 
generally referred to service providers by the ministry or the local authority 
and often have little choice over which provider to use.

Despite the declared advantages of privatization, public discussion of 
the issue, especially concerning social services, continues. In the context of 
outsourcing welfare services, the discussion focuses on concerns over the 
possible negative consequences of privatization for social service recipients 
and employees. In other words, the state’s withdrawal from operating systems 
that provide vital services to excluded and disempowered populations with 
diverse needs raises substantial questions over the way society deals with 
their difficulties (Benjamin, 2015; Mandelkern and Sherman, 2015). Among 
the questions that arise are the following:
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• Does the process of outsourcing welfare services give non-governmental 
agencies powers that might violate the rights of service recipients?

• Are the criteria for selecting providers transparent and fair?

• Does the transfer of the service to non-governmental organizations 
actually streamline service delivery, improve it and increase users’ 
access to it?

• Does the streamlining of the service come at the expense of the rights 
of the workers who provide the service and their professionalism? 
That is, has privatization resulted in a worsening of conditions of 
employment or pay for employees?

• Does the state have sufficient tools to regulate the service delivery and 
protect its users?

• Is there real competition between the various service providers or is 
the result actually the creation of market concentration characterized 
by a small number of providers?

• Are there significant differences between for-profit and nonprofit 
providers?

Despite the many consequences of the transition from state-run welfare 
services to their operation by non-governmental agents, it is evident that 
the discourse on the subject has often taken place without a solid base of 
data on the extent and characteristics of the phenomenon. This chapter 
does not answer all of the questions that arise from the discussion of the 
privatization of social services in Israel, but it does contribute to the discourse 
by analyzing a comprehensive set of data on the outsourcing process under 
the responsibility of the Ministry of Labor and Social Welfare. Specifically, 
we will examine the extent and characteristics of service outsourcing by the 
ministry and the changes that have occurred in them over time. 

Furthermore, the chapter will discuss two of the questions at the 
center of the public discourse. The first question focuses on the patterns 
of activity of for-profit and nonprofit agencies in this area. Identifying the 
outsourced service provider is part of a broad discussion of the implications 
of that identity for service delivery. There has been a long discussion 
in the literature over the question of whether agencies that operate for  
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profit (businesses) are different from organizations with a social agenda 
(nonprofits) as far as social service provision is concerned. The point 
of departure for the discussion is that there are substantial differences 
between these two kinds of organizations. This is expressed, of course, in 
their formal and legal status as well as their tax status. It has been argued, 
though, that other characteristics of the organizations also affect the areas in 
which they operate, the target population for their services, and the quality 
of service provided. These characteristics are rooted in the distinction 
between organizations established for the sole purpose of improving the 
welfare of excluded populations and those whose goal is to secure profit for 
shareholders or private owners. These basic differences may be expressed 
in the perceptions of the organizations’ directors and employees, employee 
training, and the level of public trust they are afforded. The assumption 
is that in all of these dimensions, nonprofits are preferable to businesses 
(Schmid, 1998).

The involvement of nonprofits and businesses in delivering social 
services and the competition between them under the same conditions and 
over time tends to obscure the differences between them. In fact, other 
factors such as provider size, how long the organization has been operating 
and its experience in service provision may have a greater impact on the 
ways services are delivered, their quality and their users’ satisfaction. 
The findings as to the extent of the blurring of the differences between 
nonprofits and for-profits and its consequences are not unequivocal and the 
debate continues between researchers (Child, Witesman and Spencer, 2016; 
Eikenberry and Drapal Kluver, 2004; Rees, Taylor and Damm, 2013). The 
findings presented in this chapter offer an insight into the range of activity 
of the two organizational types over time, but they do not allow us to draw 
conclusions regarding differences or similarities in their service provision.  

The second question that will be discussed is whether concentration 
trends can be identified in the area of welfare service delivery. One of 
the main justifications for the privatization of service operation is the 
advantages of competition between service contractors (Mandelkern 
and Sherman, 2015). Assuming that one of the goals of outsourcing social 
services is to foster competition leading to streamlined and improved 
services, then concentration is a key issue. A comprehensive report recently 
published by the Office of the Prime Minister discussed the streamlining and 
improvement of the quality of outsourced social services. The report argued 
that the existence of a competitive market improves the level of services 
provided to citizens, even in the area of social services. It also argued that 
in the field of social service operators, there has been no emphasis on  
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expanding existing markets by encouraging the entry of new operators, and 
that in the absence of a sufficient supply of providers, a situation is created 
where the service customer is captive to the few existing providers. In this 
context, the report recommends that the government create competition 
between social service providers and act to expand the market in these areas 
(Office of the Prime Minister, 2016). 

It should be noted that the “social service market” is different in its 
complexity from other markets for a number of reasons. The main one is the 
dependence of the service recipients upon service providers. In cases where 
the change of a service provider can cause significant harm to recipients 
(such as residential centers for individuals with intellectual developmental 
disabilities), that dependence is even greater and the competition issue 
assumes a different meaning. In those cases, the change of provider is 
limited, as is the use of competition, because it undermines continuity and 
stability of care. In these cases, the advantages of employing a large and 
experienced provider over the employment of new and small providers can 
develop over time, including the specialization and experience they gain. 
Given these considerations, this chapter examines the concentration trends 
in outsourcing of services by the Ministry of Labor and Social Welfare.  

1. The provision of public welfare services by 
outsourcing
At the center of the chapter will be the dimensions of outsourcing in the 
public welfare services operating under the responsibility of the Ministry 
of Labor and Social Welfare. We will review the services provided today by 
way of outsourcing and the changes that have occurred in that area. We 
will examine the expenditure of the Ministry of Labor and Social Welfare on 
outsourced services over a period of 15 years while distinguishing between 
the kinds of non-governmental agencies who provide them and examining 
the degree of concentration and turnover in their provision. 

The findings and discussion in the chapter are based on data provided by 
the Ministry of Labor and Social Welfare and interviews and conversations 
with ministry officials as well as administrators in agencies who provide 
various outsourced welfare services. The data is from the Accountant 
General’s payment system in the years 2000, 2005, 2010 and 2015. The data 
include the specification of provider type and total payments1 to each  

1 Total payments refers to the full amount paid to outsourced service providers by the 
government, regardless of whether a portion of that is paid for by the local authorities. The 
sum does not include tenders carried out by the local authorities not through the Ministry of 
Labor and Social Welfare. 
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provider at the level of budgetary regulation (the maximum level of detail in 
the state budget). The data  summarize expenditure for outsourcing in each 
of the ministry’s four main departments: (1) the rehabilitation department, 
which operates rehabilitation centers for people with disabilities; (2) the 
Department of Personal and Social Services, which addresses the personal 
and social needs of individuals, families and communities, and operates 
in areas such as services for the elderly, the welfare of the individual 
and the family, services for children and youth, and adoption; (3) the 
Department for Intellectual Developmental Disabilities, which specializes 
in the identification, diagnosis and care of people with developmental 
cognitive disabilities and support for their families; (4) the Department of 
Corrections, which provides treatment and social supervision, rehabilitation 
and prevention services for offenders, severely disadvantaged populations, 
and victims of crime.2 In the analysis, nonprofits were separated from for-
profit business service providers. We should note that among the for-profit 
service providers are also agencies owned by the state or the Histadrut labor 
federation that operate on business model principles.

The analysis in this chapter refers to the period for which data were 
obtained. Since the transition to outsourced services by the Ministry of 
Labor and Social Welfare occurred for the most part before 2000, this analysis 
presents a partial picture of the process and the trends of the last 15 years.

The breakdown of expenses on outsourced services

The Ministry of Labor and Social Welfare’s budget is growing. This trajectory 
has gathered momentum in the last decade and especially since 2005 
(Figure 1). In 2015, the ministry’s budget was NIS 5.9 billion. The ministry’s 
expenditure on outsourced services was NIS 4.8 billion, 80 percent of the 
ministry’s total budget (in terms of net expenditures). This amount was 
devoted to purchasing outsourced services in the areas of rehabilitation 
for people with disabilities, services for those with intellectual and 
developmental disabilities, personal and social services, and correction 
services. In 2000, that expenditure was NIS 2.3 billion (2015 prices), which 
is 70 percent of the ministry’s total budget, and from that year onward, the 
expenditure rose dramatically — both relative to the ministry’s budget and 
in absolute terms. The large share of expenditure on outsourced services,  

2 In this study, “expenditure on outsourcing” refers to expenditure by the Ministry of Labor 
and Social Welfare on outsourcing in the four aforementioned areas, which are the main part 
of expenditures on outsourcing. It does not include expenditures on foster families, daycare 
facilities and research and training.
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and its increase in recent years, indicate the central role of outsourcing 
providers in the delivery of welfare services in Israel. This also reinforces 
the importance of understanding the characteristics of the structure for 
outsourcing of these services.

Figure 1. Ministry of Labor and Social Welfare budget
2015 prices, NIS billions

Implementation budget data in net expenditure terms (without local authority and extra-ministerial 
budgetary participation).

Source: Shavit Madhala-Brik and John Gal, Taub Center.  
Data: Ministry of Finance, Implementation Budget.

The number of social service providers to the Ministry of Labor and Social 
Welfare was 2,697 in 2015 (Table 1), two-thirds of which were for-profits and 
one-third of which were nonprofits. However, half of the total payments 
went to nonprofit and half to for-profit service providers (Figure 2). Over 
the years, there was a rise in the number of nonprofits providing services to 
the ministry, while simultaneously there was a rise in the share of payments 
dedicated to those organizations, especially between 2000 and 2005. On the 
other hand, there was a drop in the number of service providers, especially 
between 2010 and 2015.
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Table 1. Number of service providers over time
By type of service provider

Number of
service providers

Out of them:
Nonprofit          For-profit

2000 2,985 431 2,554

2005 2,963 608 2,355

2010 3,003 642 2,361

2015 2,697 872 1,825

Figure 2. Expenditure on outsourcing
As a percent of Ministry of Labor and Social Welfare budget, 2015 prices

Total expenditure for outsourcing as a percent of the budget in net expenditure terms.

Source for both: Shavit Madhala-Brik and John Gal, Taub Center.  
Data for both: Ministry of Labor and Social Welfare; Ministry of Finance, Implementation Budget.

2015201020052001

Figure 2

30
39 39

41

40 40 40 42

For-profit

Nonprofit

NIS 2.25
billion

NIS 2.82
billion

NIS 3.51
billion

NIS 4.83
billion

 maybe put the shekels at the top of the
?column

State of the Nation Report: Society, Economy and Policy 2016360360



Structure of the welfare services provided by outside 
parties by area

In 2015, most of the nonprofits (74 percent) providing services to the 
Ministry of Labor and Social Welfare did so to the Department of Personal 
and Social Services (Figure 3). The number of nonprofits that provided 
services to that department increased significantly between 2000 and 2015, 
more than doubling. Today, most of the service providers in that division 
are nonprofits. In other departments as well, we see nonprofit providers 
entering the field in place of for-profit providers: in the years examine, 
there was a rise in the number of nonprofits despite the general drop in the 
number of service providers delivering services to these.

Figure 3. Number of service providers in 2000 and 2015
By department and type of service provider

Source: Shavit Madhala-Brik and John Gal, Taub Center.  
Data: Ministry of Labor and Social Welfare.

Despite the drop in the number of outsourcing service providers to the 
corrections services, intellectual developmental disabilities department, 
and rehabilitation department, there was a rise in the total payments to 
these providers between 2000 and 2015 (Figure 4). The increase in the total 
payments to the Department for Intellectual Developmental Disabilities  
is especially noteworthy. In 2015, the total payments to providers in this 
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department were about one-third of the Ministry of Labor and Social 
Welfare’ total budget and 41 percent of the total expenditure for outsourced 
services. The expansion was primarily in the increase in payments to for-
profit providers in this department, despite the drop in the number of those 
service providers. The average annual expenditure per for-profit provider 
in this department rose from NIS 440,000 in 2000 (in 2015 prices) to NIS 1.3 
million in 2015. In the Department of Personal and Social Services, there was a 
rise in the total payments to both nonprofit and for-profit providers, despite 
the drop in the number of for-profit providers. The average expenditure 
per for-profit provider in this department doubled in the examined years. 
At the same time, there was a decrease in the average payment from this 
department to nonprofit providers. In the corrections and rehabilitation 
departments, too, the rise in average payment per service provider is higher 
for for-profit providers.

Figure 4. Distribution of service providers in 2000 and 2015
By department and type of service provider, 2015 prices, NIS million

Source: Shavit Madhala-Brik and John Gal, Taub Center.  
Data: Ministry of Labor and Social Welfare.

Figure 5 shows a breakdown of outsourcing providers who provided 
services to the Ministry in 2015, by type of provider and length of time as 
a service provider. A “veteran” service provider is defined as one who has 
provided the ministry with services in at least one of the years prior to 2015  
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that were examined: 2000, 2005 or 2010. The data show that 56 percent of 
the service providers are veteran. A look by department shows a somewhat 
different picture. In the rehabilitation department, 76 percent of the 
service providers are veteran. In the corrections department, on the other 
hand, fewer than half are veteran. The emerging picture of differences in 
the composition of service providers for the different departments raises 
questions regarding the entry of new providers to the welfare services 
provision market. Is this explained by barriers that prevent the entry of new 
service providers, by the structure of the tenders, or by a lack of providers 
in the field?

Figure 5. Distribution of service providers by type and tenure in 
the market, 2015
Percent

Source: Shavit Madhala-Brik and John Gal, Taub Center.  
Data: Ministry of Labor and Social Welfare.

The breakdown of payments by type of service provider and tenure 
indicates that the veteran providers’ share of total payments is significantly 
larger than their share among the total providers, at 96 percent (Figure 
6). Even in the corrections department, where a little less than half of the  
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providers are veteran, 87 percent of the payments go to them. It appears that 
the veteran providers are very large companies or organizations relative to 
newcomers in the field.

Figure 6. Distribution of payments by type of service provider 
and tenure in the market, 2015
Percent

Source: Shavit Madhala-Brik and John Gal, Taub Center.  
Data: Ministry of Labor and Social Welfare.

Specialization or diversification among service providers

An interesting issue concerning outsourced service providers is their 
specialization or diversity in terms of the services they offer; diversity offers 
access to a broader range of tenders. Figure 7 shows the distribution of 
providers by the number of different departments they serve. The emerging 
picture indicates that most of the providers serve a single department. 
An examination of the breakdown for 2000 shows a similar picture and 
significant changes are not seen over time.
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Figure 7. Distribution of service providers by number of 
departments they serve
Percent

Source: Shavit Madhala-Brik and John Gal, Taub Center.  
Data: Ministry of Labor and Social Welfare.

Turnover among types of service providers
One of the consequences of outsourcing social services is the entry of for-
profit providers into the social services arena. Two decades ago, Yosef Katan 
(1996) noted that the involvement of the private sector in the personal 
welfare service arena was growing, and that businesses were entering areas 
of activity in which they had not been engaged previously. This issue has 
been discussed extensively in the literature and raises various questions: did 
the entry of the business service providers cause a change in the structure 
and identity of the nonprofit organizations, which previously, alongside the 
government, were the main providers of welfare services? Did nonprofit 
organizations adjust over time and become similar to the for-profit 
businesses with which they had to compete for tenders? Is there a difference 
today between the two kinds of providers in their organizational conduct 
and service delivery, and does the ministry prefer one over the other? 
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Interviews with officials in the ministry and in service provider agencies 
(nonprofits and for-profits) indicate that the ministry does not have an 
explicit preference for a specific type of provider. However, in certain areas 
of service, the nonprofits have a relative advantage in terms of experience. 
In many cases, nonprofits provided services in those areas even before the 
government decided to expand its outsourcing, thus giving them an edge 
over newcomers to the field.

The following figures (Figures 8 and 9) present the changes that occurred 
in the distribution of payments between for-profit and nonprofit providers 
in the main areas of the two major service departments: the Department 
of Personal and Social Services and the Department for Intellectual 
Developmental Disabilities. In most areas of the Department of Personal and 
Social Services between 2000 and 2015, the share of total payments increased 
to nonprofits. There was a significant expansion of services for the elderly, 
partly due to the outsourcing of senior day centers, mainly through locally 
operated nonprofits. Despite the expansion of the nonprofit share, most of 
the payments for services for the elderly are still transferred to for-profit 
companies as part of the main expenditure item “service for the elderly — 
institutional care.”

The changes in the distribution of payments between for-profit and 
nonprofit providers in the main areas of the Department for Intellectual 
Developmental Disabilities (Figure 9) show that between 2000 and 2015, 
the activity of for-profit providers in the area of community and home care 
increased. Also, for-profit providers entered the field of institutional care 
for individuals with autism, an area in which only four providers operated in 
2000, and in which a single organization garnered 90 percent of the payments. 
Outsourced community services for individuals with autism did not exist in 
2000 and, therefore, the distribution for that year does not appear.
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Figure 8. Payment distribution in the Department of Personal 
Social Services
By type of service provider and area, percent

Figure 9. Payment distribution within the Department for 
Intellectual Developmental Disability
By type of service provider and area, percent

Source: Shavit Madhala-Brik and John Gal, Taub Center.  
Data: Ministry of Labor and Social Welfare.
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2. Service concentration in the welfare  
services market

The distribution of outsourced service providers by the share of total 
payments for services rendered (Figure 10) shows that in 2000, most of the 
providers were very small receiving total annual payments of NIS 10,000 
(in 2015 prices) or less. The main share of payments (44 percent) went to 
medium-sized service providers, with total payments of between NIS 1 
million and 10 million (in 2015 prices). In 2015, there was a fluctuation in 
the breakdown of providers so that there are fewer service providers in the 
lowest payment group and more in the medium payment groups.

At the same time, there was a fluctuation in the distribution of payments: 
in 2015, there was a greater concentration of payments to service providers 
in the highest payment group, more than NIS 20 million. In fact, in 2015, 
4 percent of the service providers received a very high share (70 percent) 
of the ministry’s total payments for outsourcing. This figure is a symptom 
of the market concentration for outsourced welfare services within the 
Ministry of Labor and Social Welfare. 
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Figure 10. Distribution of service providers and payments by 
payment group, 2000 and 2015

Source: Shavit Madhala-Brik and John Gal, Taub Center.  
Data: Ministry of Labor and Social Welfare.
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The breakdown of service providers and payments on the departmental 
level (Figure 11) shows differences between them. The distribution of service 
providers in the rehabilitation and personal and social services departments 
indicates that a large share of the providers are medium-sized providers. 
On the other hand, in the departments for intellectual developmental 
disabilities and in the department for corrections, most of the providers 
are small, and their number drops as the payment rises. The distribution 
of payments in the different departments shows that in the departments 
for intellectual developmental disabilities and in rehabilitation, most of the 
payments go to service providers in the highest payment group — NIS 20 
million and over.
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Figure 11. Distribution of service providers and payments by 
payment group and department, 2015

Source: Shavit Madhala-Brik and John Gal, Taub Center.  
Data: Ministry of Labor and Social Welfare.
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Measuring the level of concentration

In order to examine the degree of concentration in the outsourcing of 
welfare services under the responsibility of the Ministry of Labor and Social 
Welfare, we employ two analytical tools: the Herfindahl-Hirschmann Index 
(HHI) and a concentration ratio (CR4) index.

The value of the HHI equals the sum of the squared market shares of the 
companies operating in the industry. The index ranges from zero (for perfect 
competition) to 10,000 (for a monopoly), so that a rise in the index value means 
a rise in concentration and a drop in competition in the industry. According 
to the US Horizontal Merger Guidelines (Federal Trade Commission and 
Department of Justice, 2010), a value lower than 1500 indicates low market 
concentration, and a value higher than 2500 indicates a high level of market 
concentration. The measurement was made for each budget line (“takana”) 
as a separate market for those agents providing a service, with their market 
share measured as a percentage of expenditure for outsourcing under that 
line. Even though the level of budget lines does not necessarily represent 
a service market, in the context of the data available for the study, it is the 
optimal distribution for identifying specific kinds of services where there 
might be concentration.3  

Figure 12 presents the change in the breakdown of the HHI indexes in 
different years. We can see that between 2000 and 2015 there was an increase 
in the share of budget lines where a low level of concentration was measured 
(up to 1500) and a drop in the share of budget lines where a high level of 
concentration was measured (more than 2500). In areas where high levels 
of concentration were detected, it is advisable to run an individual test to 
find the reasons for concentration including barriers that limit the entry of 
providers into the industry.

The CR4 index measures the total market share of the eight largest 
providers in the market. Like the measurement made by the HHI index, the 
CR4 index was calculated separately for each budget line. The examination 
using this index identified similar trends to those that were obtained by 
measuring with the HHI index.

3 Budget lines (“takana”) are the highest level of detail in the state budget. In the framework 
of the data available, the budget line specifies the type of service paid to the service provider. 
For example, the budgetary line “Community rehabilitation for the disabled” made payments 
to 69 service providers in 2015 for services to individuals with disabilities living in the 
community.
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Figure 12. Distribution of HHI index values for budget lines in 
various years
Percent

Source: Shavit Madhala-Brik and John Gal, Taub Center.  
Data: Ministry of Labor and Social Welfare.

The 50 largest service providers

The share of the 50 major service providers4 of outsourced services to the 
Ministry of Labor and Social Welfare is only 2 percent of all providers. An 
examination of the ministry’s expenses indicates that these providers receive 
46 percent of the ministry’s expenditures for outsourced services, namely 
NIS 2.2 billion in 2015 (Figure 13). This level dropped slightly between 2000 
and 2015 (from 49 percent to 46 percent) but remained high, particularly 
relative to the low share of these providers out of the total.

4 In terms of the total payments received from the ministry.
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Figure 13. Percent of payment to the 50 largest service providers 
out of total outsourcing expenditure
By type of service provider

Source: Shavit Madhala-Brik and John Gal, Taub Center. Data: Ministry of Labor and Social Welfare.
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The changes in the scale of the major service providers between 2000 and 
2015 are presented in Figure 15, which shows the payment share of each 
provider in the examined years. Providers whose payment share from the 
ministry increased appear above the line and those whose share decreased 
appear below the line. Of the 50 major service providers in 2015, 39 provided 
services to the ministry in 2000 as well, and most of them received a larger 
share of the total payments in 2015 than in 2000. Among these, the average 
change per provider is a 0.12 percent increase of the payment share from the 
outsourced expenditure. The five largest service providers in 2000 actually 
saw a drop in their payment share in 2015.

Figure 15. Changes in the share of payment of the large and 
veteran service providers
Ratio of payment to provider out of the outsourcing expenditure of the 
ministry in 2000 and 2015

Source: Shavit Madhala-Brik and John Gal, Taub Center.  
Data: Ministry of Labor and Social Welfare.
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Figure 16 shows that most of the large providers serve the Department 
for Intellectual Developmental Disabilities (36 providers). The activity of the 
major providers decreases when we look at the corrections department, both 
by the total payments and by the number of service providers who work with 
the department (especially relative to the general number of providers who 
worked with the corrections department, which is higher than the general 
number of providers who worked with the rehabilitation department).

Figure 16. The 50 largest service providers in 2015
Distribution of payment and providers by department

Source: Shavit Madhala-Brik and John Gal, Taub Center.  
Data: Ministry of Labor and Social Welfare.

Figure 17 shows the distribution of the 50 major service providers by the 
number of different departments to which each provider gives services. 
When analyzing all providers, it emerges that most provide services to only 
a single department (Figure 7). By contrast, most of the 50 major providers  
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provide services to more than one department — in 2015, only eight of them 
provided services to a single department. What this indicates is that most of 
the major service providers do not specialize in a single type of service but 
provide a range of services. This trend seems to be growing, and relative to 
2000, a larger portion of the major providers work with a larger number of 
departments.

Figure 17. Distribution of the 50 largest service providers by the 
number of departments they serve

Source: Shavit Madhala-Brik and John Gal, Taub Center.  
Data: Ministry of Labor and Social Welfare.

An examination of the five largest service providers in 2015 shows that 
three are nonprofits and two are private companies. All five are veteran 
providers who have supplied services to the ministry for over a decade. They 
provide services to a number of departments. In 2015, these five providers 
received 9.4 percent of the ministry’s total payments for outsourced services. 
This share of payments grew in the last decade by 2 percentage points, 
mainly because of a 1.25 percentage point increase in the payment share 
of one of the providers (the third largest). In 2005, that provider supplied 
services to the Department for Intellectual Developmental Disabilities and 
the Department of Rehabilitation, and in 2015, expanded its activity to 
provide services to the Department of Personal and Social Services as well.
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3. Test case: The Department for Intellectual 
Developmental Disabilities 

To examine additional characteristics of the outsourcing process, we present 
as a test case the Department for Intellectual Developmental Disabilities — the 
department with the highest expenditure on outsourcing and a department 
that works with most of the providers. This department is responsible 
for the diagnosis and treatment of people with developmental cognitive 
disabilities of all ages and all levels of functioning, as well as for the welfare 
of their families. Most of the department’s services are provided through 
the local authority social service departments and the day programs they 
operate. In 2014, local social service departments listed 33,589 people with 
intellectual developmental disabilities (Ministry of Social Welfare and Social 
Services, 2015). For the analysis, the department’s services were segmented 
into three main service provision areas: (1) diagnostic services — services 
whose purpose is to diagnose individuals with intellectual developmental 
disabilities, to develop personal programs for them and to make decisions as 
to their placements in various settings; (2) community services — services 
intended to identify individuals in need of diagnosis, to develop and promote 
community services, and to promote policy for community-based care; (3) 
institutional services — comprehensive services for people with intellectual 
developmental disabilities who cannot live in their family setting because  of 
risk or danger to themselves or their families (Ministry of Labor and Social 
Welfare website, 2016).5

Figure 18 presents the distribution of the Department for Intellectual 
Developmental Disabilities’ outsourcing payments by these three main areas. 
The data indicate that in 2000, the outsourcing budget of the Department 
for Intellectual Developmental Disabilities was NIS 786 million (in 2015 
prices), and that 92 percent of that budget was allocated for services related 
to institutional settings. In 2015, there was a substantial increase in the 
Department’s budget for outsourcing and it reached NIS 1,993 million. The 
relative share of expenditures on services in institutional settings dropped 
to 85 percent. Over the years, we see a trend of the expansion of community-
based services and the growth in the relative share for these expenditures. 
According to a study by the ministry (Ministry of Labor and Social Welfare,  

5 According to sources in the Ministry of Labor and Social Welfare, this drop is partly 
explained by the fact that some for-profit providers transferred from providing direct 
services to the ministry to providing indirect services through The Israel Association of 
Community Centers.
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2015), in the last years more efforts were invested in directing patients to 
alternative housing arrangements. For instance, in 2001, only 2.7 percent 
of people with intellectual developmental disabilities lived in community-
living frameworks, and, in 2014, that rate increased to 6.1 percent.

Figure 18. Distribution of outsourcing payments in the 
intellectual developmental disabilities department
2015 prices, percent

Source: Shavit Madhala-Brik and John Gal, Taub Center.  
Data: Ministry of Labor and Social Welfare.

The number of providers for the intellectual developmental disabilities 
department distributed by type of provider and area is shown in Table 2. 
According to the distribution of payments, diagnostic services are provided 
by only a few providers, but that number has grown significantly over the 
years. Most of these providers are private sector, for-profit businesses. In 
community services, there was a rise in the number of providers. Most of the 
increase was in nonprofit providers: their number increased from 60 in 2000 
to 104 in 2015. Compared to diagnosis and community, there was a drop in 
the number of providers for institutional services, reflected in a drop in the 
number of for-profit providers from 1,140 in 2000 to 782 in 2015.6

6 According to sources in the Ministry of Labor and Social Welfare, this drop is partly 
explained by the fact that some for-profit providers transferred from providing direct 
services to the ministry to providing indirect services through The Israel Association of 
Community Centers.
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Table 2. Number of service providers in the intellectual 
developmental disabilities department
By type of provider and service area

2000 2015

Total 
providers

Of them:
Non-        For-
profit     profit

Total 
providers

Of them:
Non-       For-
profit      profit

Diagnosis 23 2 21 94 5 89

Community care 125 60 65 189 104 85

Institutional care 1,191 51 1,140 851 69 782

Source: Shavit Madhala-Brik and John Gal, Taub Center.  
Data: Ministry of Labor and Social Welfare.

The structure of the service provision areas

An examination of the providers supplying diagnostic services to the 
Department for Intellectual Developmental Disabilities in 2015 shows that a 
large part of the market share (91 percent) is held by veteran providers. Most 
of the providers are small and provide service to only a single department 
within the ministry. The few who do provide services to other departments 
are for the most part veteran service providers (Table 3).
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Table 3. Distribution of service providers giving service 
to diagnosis and intellectual developmental disability 
departments, 2015

Type of service 
provider

Number of 
providers

Of them:  
providing services to 

additional areas 

Share of those  
in the market*

New nonprofit 1 0% 1%

New for-profit 33 6% 8%

Veteran nonprofis 30 10% 10%

Veteran for-profit 30 17% 81%

*  The share of payments out of outsourcing payment to the diagnosis and intellectual developmental 
disabilities departments.

Source: Shavit Madhala-Brik and John Gal, Taub Center.  
Data: Ministry of Labor and Social Welfare.

In the area of community services, the picture is different. Here, a high 
share of service providers work with departments other than the Department 
for Intellectual Developmental Disabilities in the ministry. Again, an even 
larger market share (95 percent) is held by veteran providers — most of 
them veteran nonprofits (Table 4).

Table 4. Distribution of service providers in the community to 
the intellectual developmental department, 2015

Type of service 
provider

Number of 
providers

Of them:  
providing services to 

additional areas 

Share of those  
in the market*

New nonprofits 18 44% 1%

New for-profits 23 61% 4%

Veteran nonprofits 86 88% 71%

Veteran for-profits 62 87% 24%
*  The share of payments out of outsourcing payment to the diagnosis and intellectual developmental 
disabilities departments.

Source: Shavit Madhala-Brik and John Gal, Taub Center.  
Data: Ministry of Labor and Social Welfare.
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Institutional services is the main service area of the Department for 
Intellectual Developmental Disabilities. An examination of providers in 
this area shows that the majority are veteran providers. The comparison 
between the number of veteran service providers and new ones shows that 
the market share of the veteran providers is particularly large and indicates 
that the new providers who enter are very small. In contrast to services 
provided in the community, institutional setting services are provided 
mainly by for-profit providers. As for the providers’ activity in additional 
service areas, 85 percent of the veteran nonprofits provide services to 
additional departments and new providers supply services at low rates.

Table 5. Distribution of service providers giving institutional 
care services to the intellectual developmental department, 2015
 

Type of service 
provider

Number of 
providers

Of them: providing 
services to additional 
areas 

Share of those  
in the market*

New nonprofit 8 13% 2%

New for-profit 314 13% 3%

Veteran nonprofit 61 85% 30%

Veteran for-profit 468 29% 65%

*  The share of payments out of outsourcing payment to the diagnosis and intellectual developmental 
disabilities departments.

Source: Shavit Madhala-Brik and John Gal, Taub Center. Data: Ministry of Labor and Social Welfare.

Market concentration in the outsourcing of services in 
the intellectual developmental disabilities department

Service providers were divided into deciles according to the amount of 
payments they received. The distribution of these payments based on 
receipts appears in Figure 19 by distribution to different domains. In these 
three areas, a very large share of the payments belong to the top decile 
of service providers. Especially noteworthy is the distribution among the 
department’s providers of institutional services, according to which 93 
percent of the payments are designated for 10 percent of the providers. An 
examination of the distribution of the three domains for 2000 shows that no 
significant changes occurred.
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Figure 19. Distribution of payments by receipt deciles, 2015
Percent

Source: Shavit Madhala-Brik and John Gal, Taub Center.  
Data: Ministry of Labor and Social Welfare.
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Summary and conclusions

This chapter sought to provide a detailed picture of the market for outsourced 
social welfare services within the Ministry of Labor and Social Welfare. The 
importance of the analysis arises among other reasons from the magnitude 
of the expenditure on outsourcing out of the ministry’s total expenditure 
— 80 percent. This expenditure has been rising in the last 15 years, and, 
in 2015, reached NIS 4.8 billion. It is evident that the privatization trend 
of welfare services in Israel has not been curbed in the last years. It is also 
evident that there is no particular preference for nonprofit agencies with 
a civil society agenda in this process, and that in the eyes of policy makers 
there is no essential difference between for-profit and nonprofit agencies. 
The characterization of providers showed that most of them are for-profit 
providers. Nonetheless, the distribution of payments between the two 
kinds of service providers indicates that about half of the payments went to 
nonprofits. In the years that were examined, there was a rise in the number 
of nonprofits working with the ministry, and a simultaneous drop in the 
number of for-profit providers. Another important finding is that veteran 
service providers make up 56 percent of the ministry’s outsourced providers 
and received 96 percent of the total payments for outsourced services. 

It appears that the competition to provide outsourced social services 
in Israel is limited. The picture that emerges from an examination of the 
distribution of payments indicates that a very small share of the service 
providers receive a substantial share of the total payments. However, the 
concentration indexes tested for the various departments indicate that 
competition does exist and is actually increasing with time. The research and 
results of the analysis raise the question of the importance of competition 
in the social service markets. On the one hand, the existence of competition 
between services is one of the justifications for privatization. On the other 
hand, in the series of interviews conducted for the study, it emerged that 
service providers are selected mainly on the basis of their experience 
and expertise in providing the services. Thus, in a domain of services 
where there is a satisfactory provider, competition is of little importance. 
Moreover, in social services it is argued that continuity of care is more 
important than promoting competition through turnover. This is meant to 
prevent upheavals due to staff changes, for instance, that could harm service 
recipients, especially when it comes to institutional settings.
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The findings indicate the need to take a broad look at the major service 
providers. An examination of the ministry’s 50 major service providers 
indicates that they receive almost half of the payments for outsourced 
services. The vast majority of these providers are veterans in service 
provision, supply services to more than one department and do not specialize 
in a single type of service.

Analysis of the Department for Intellectual Developmental Disabilities 
as a test case pointed to an ongoing trend of the expansion of community-
based services for individuals with intellectual developmental disabilities, 
and showed that the provision of community services is undertaken mainly 
by nonprofits. On the other hand, institutional services are provided mainly 
by for-profit service providers.

The findings of this study do not shed light on the quality of the services 
provided by non-governmental agencies operating under the responsibility 
of the Ministry of Labor and Social Welfare, nor on the quality of the 
regulation meant to guarantee an adequate level of these services. The 
study did not examine the status and rights of the employees charged 
with providing services and employed by the outsourced for-profit or 
nonprofit agencies. In that sense, the data does not address the distinction 
between service providers from different sectors or determine whether 
there has been an accelerated process of blurring the differences between 
organizational types. Finally, the study does not provide information on the 
way that the tender process operates and it does not explain why a relatively 
small number of agencies win a substantial share of the resources dedicated 
to the outsourcing of services. These are fundamental issues that require 
further study so that conclusions can be drawn regarding the consequences 
of the transition to outsourced social services and the way it is undertaken.

Nevertheless, the findings do indicate the widening of privatization of 
welfare services in Israel with a diverse set of players — both for-profit and 
nonprofit. Although there is no clear trend of deepening concentration and 
a lack of competition in this area, there is no doubt that large providers 
who are expanding their activities to more diverse areas of service play a 
very significant role. These findings should serve as the basis for further 
discussion of the phenomenon of the outsourcing of social services in Israel.
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The Israeli healthcare system has many achievements to its credit, at least 
regarding its relative contribution to Israel’s high life expectancies and low 
infant mortality rates. In 2014, the life expectancy for Israeli women was 84.1 
years; for men it was 80.3 years. These are some of the highest figures in the 
world: Israeli men rank 3rd globally, while Israeli women rank 11th.1 Israel’s 
infant mortality rate is one of the world’s lowest — 3.1 per 1,000 live births 
(2014 data), and is a major factor behind the country’s high life expectancy.

There can be no doubt that the share of public funding in Israel’s healthcare 
system, manifested in universal, high-quality insurance coverage, is a 
significant contributor to these achievements. However, both the coverage 
and its quality are constantly eroding, as reflected in a declining share of 
public funding and a reduction in real funding available to the system, at a 
time when needs have dramatically increased. 

Relative to other developed countries, Israel’s 65 and over age group 
accounts for a small share of the population: 10.6 percent (in 2013), 
compared with 15.9 percent in the OECD countries (OECD, 2016). However, 
this group’s rate of growth is high relative to its counterparts in other 
developed countries. Israel’s population forecasts through the year 2035 
indicate continued and intensified population aging (Figure 1). The number 
of those aged 70 and over is expected to grow by 103 percent, compared 
with a 31 percent increase for the rest of the population (this figure does not 
appear in the graph). That is, the population aged 70 and over is expected to 
double within two decades, from today’s figure of 610,000 to 1.24 million in 
2035. The demographic process will feature a 43 percent rise in the incidence  
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of disability, which is part of the disease burden.2 Based on the data in Figure 
2, the elderly population’s contribution to disability will rise from 16 percent 
in 2015 to 23 percent in 2035. As such, a basic feature of Israeli society and 
of the Israeli economy over the next 20 years will be a projected annual 
population increase of 1.5 percent, and an annual 1.8 percent increase in 
disability. In other words, the rate of increase in disability — and in long-
term care and medical needs — is 16 percent higher than the population 
growth rate. Although the population growth is a welcome development 
that reflects longer life expectancies, it nevertheless entails preparation on 
the part of the long-term care and healthcare systems.

Figure 1. Rate of expected growth relative to 2015  
in years of disability
By age group, Index year: 2015=100

Source: Dov Chernichovsky and Haim Bleikh, Taub Center.  
Data: Central Bureau of Statistics, Projections of Population in Israel to 2035, Table 10.

2 To estimate disease burden caused by disability, the disability-adjusted life years (DALYs) 
metric is used. For more on this topic, see Chernichovsky and Bowers (2014).
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Share of public funding sources relative to consumption

Taub Center reports of the past decade have devoted considerable attention 
to a number of specific trends. One trend that has been discernible in recent 
years is stability in healthcare as a share of GDP — 7.5 percent in Israel versus 
a median expenditure of 9.4 percent of GDP in OECD countries. In contrast to 
the trend in Israel, the OECD’s relatively high median expenditure share is 
the result of a steady rise in spending in these countries.3 

A second notable trend is a decline in the share of public funding: in 2014, 
private funding represented 38 percent of total healthcare funding in Israel 
— the OECD’s highest after the United States. This situation reflects the 
ongoing emergence of a gap between the share of healthcare expenditure 
that is publicly financed in Israel and in the OECD on average (Taub Center, 
2016). While the share of government expenditure on healthcare out of 
total public spending rose to some degree, there has been no rise in the 
government’s contribution to healthcare as a share of total GDP. This was 
due to an overall drop in the state budget’s share of GDP. (It should be noted 
that a spending decrease also means a decline in the tax burden.)

Given the rise in demand and the need that is not being met through 
increased public funding, private spending is escalating. This increase 
exceeds the public expenditure increase that would have been needed to 
meet the same objectives. The private spending increase is subject to market 
failures; had the same amount of money been spent publicly rather than 
privately, the return would have been greater, as will be shown below. 

A third trend that has garnered attention in Taub Center publications 
has to do with a continuous decline in the real resources available to the 
healthcare system: hospital beds, physicians and nursing manpower per 
capita.4 

Changes in the healthcare price index, which encompasses both private 
and public medicine, reflect the change in the private-public mix and the 
implications of this change to the healthcare system’s changing needs and 
demand for care, and real sources or supply of care. Between 1995 and 2014, 
healthcare prices increased more than the GDP price index (Figure 2). While 
the GDP price index rose 78 percent during the period in question, the  

3 For current data see the Central Bureau of Statistics (2016).

4 See the in-depth discussion of the aging of Israel’s physician population in Chernichovsky 
and Regev (2014).
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healthcare price index rose 
101 percent, or 23 percentage 
points more than the GDP 
price index.5 

The private healthcare 
price index rose by 107 
percent between 1995 and 
2014, compared with a 
91 percent rise in public 
healthcare prices. That is, the 
price index of private care, 
reflecting the rising demands 
for private care, spearheaded 
the relative healthcare price 
hike in Israel. Since there is 
no reason why technological 
developments in healthcare 
should be more expensive 

than technological developments overall, the rise in prices appears mainly 
to reflect a real increase in labor costs. This is the result of a relative decline 
in manpower supply and aging in the labor intensive sector, as well as 
“duplicate payments” for treatments that are covered by the public system 
and provided at privately-run clinics.6

Taking a long-term view of the consequences of these developments, 
Israel’s national per capita healthcare expenditure rose at the rate parallel 
to that of the GDP per capita increase — 1.7 percent per year, on average 
— for a total of 38 percent between 1995 and 2013 (Figure 3). The closeness 
of the two measures is reflected in the relatively stable share of healthcare 
expenditure in GDP, which, as noted, is on the order of 7.5 percent. However, 
this picture does not take into account the trends noted above: growth in 
demand and needs due to rapidly changing demographic conditions in 
Israel, as well as a rise in healthcare prices relative to the GDP price index. 

Taking population aging into account through an age-weighted analysis, 
the rise in per capita — not need or age-weighted — healthcare expenditure  
 

5 The combined healthcare CPI is a weighted average of private healthcare prices (CBS) 
and public healthcare prices (Plotnik and Keidar, 2015). The weights are the share of private 
expenditure and the share of public expenditure in total healthcare spending (respectively).

6 For more on this topic see Chernichovsky, Navon and Gamzu (2011).
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Figure 2. Changes in indices of 
healthcare cost
2014 versus 1995, Index year: 1995=100

Source: Dov Chernichovsky and Haim Bleikh, Taub Center. 
Data: Central Bureau of Statistics, Statistical Abstract of Israel 
2015.
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in GDP prices amounts to a 22 percent increase, or an annual average increase 
of 1.0 percent. When both variables are taken into account — population 
aging and healthcare prices relative to GDP prices — the real increase in per 
capita healthcare spending (needs-weighted) is just 14 percent, rather than 
38 percent, or a mean annual increase of only 0.6 percent, rather than 1.7 
percent, over two decades.

Figure 3. Indices of healthcare expenditure and per capita GDP
Index year: 1995=100

 
According to Capitation index.

Source: Dov Chernichovsky and Haim Bleikh, Taub Center.  
Data: Central Bureau of Statistics, Statistical Abstract of Israel 2015.

To conclude, since Israel’s National Health Insurance Law was 
implemented in 1995, there has been a trend toward continual improvement 
in the average level of healthcare available to Israeli residents. However, the 
improvement level is lower — on the order of two-thirds — than what would 
be expected given the overall rise in standard of living during the period 
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in question. That is, as a result of the quickly aging population combined 
with public policy that eroded the share of public resources and did not plan 
adequately for declining healthcare manpower, Israel’s healthcare system 
has not fully benefited from growth in the country’s economy. 

Earlier efforts to address the decline in resources available to the system, 
especially the issue of physician aging, as well as preparation for population 
aging and the adoption of funding policies designed to reduce healthcare 
price inflation — especially in the supplemental insurance sphere — would 
have resulted in better and more equitable healthcare today, supported by 
Israeli economic capability. To ensure improved conditions in the future, the 
Israeli government must take corrective action at once.
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Private Expenditures on  
Healthcare in Israel

Dov Chernichovsky, Haim Bleikh, and Eitan Regev*

Abstract

This chapter examines two aspects of household private expenditure on 
healthcare: out-of-pocket expenditures and premiums for supplementary and 
commercial insurance. The average monthly household private expenditure 
on healthcare is NIS 906 (2014 prices), which is 5.9 percent of the average 
net monetary income of households, compared to 3.9 percent of income in 
1997. Out-of-pocket spending including copayments, supplementary care 
(primarily dental care), parallel treatments to those available through the 
public system, as well as the purchase of goods and services (like eyeglasses) 
amounts to 61 percent of the total household private expenditure on 
healthcare. The rest (39 percent) is spent on health insurance.

Household income is linked to all the components of private expenditure 
except for copayments. The burden of spending (the level of expenditure 
on healthcare relative to net income) lessens as household income rises. 
The total monthly expenditure on private medical services is 9.7 percent of 
disposable monetary income in the lowest income quintile and 4.7 percent 
for the highest income quintile. When the influence of various socio-
demographic variables are controlled for, expenditure on supplementary 
insurance, and particularly on copayments, is related to household size (in 
standardized persons.)

Expenditure on supplementary treatments, not included in the public 
health basket (primarily dental care), and on parallel treatments to those 
available through public care, is higher in places where the availability of 
public services is lower. This is particularly true in the Arab Israeli sector, 
and to some extent in the Haredi (ultra-Orthodox) sector. Expenditure on 
insurance, particularly supplementary, stems from benefit considerations: 
those who purchase them have higher relative needs (the elderly), and 
stand to benefit from increased accessibility and use of these services. In 
addition, copayments for treatments in public healthcare are particularly 
high for weaker populations and the elderly. All of these factors create gaps 
in accessibility within the public sector healthcare system.
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Introduction

National health expenditures can be divided into two categories: public 
spending, financed by the state, and private spending, financed by citizens, 
directly out-of-pocket or through insurance. Private expenditures on health 
services are commonly seen as an expression of individual consumer freedom 
of choice. At the same time, this spending is susceptible to the failings of 
the free market in health insurance and medical services. Furthermore, 
private spending contributes to increased inequality and social disparities, 
particularly given the association between poor health and poverty (Arrow, 
1963). Due to these effects and the perception that healthcare cannot be 
regarded as a good based exclusively on free-market rules, there is relatively 
heavy public involvement in healthcare systems in welfare states.

Israel’s National Health Insurance Law, enacted in 1995, is intended to 
ensure universal access to quality medical services. However, in the years 
since its enactment, and particularly since the Economic Arrangements 
Law of 1997, the share of the public budget used to fund the healthcare 
system has decreased while the share of the private budget has increased. 
This process is reflected in the data presented in Figure 1. Per capita public 
spending on health rose from NIS 4,819 (in 2014 prices) in 1995 to NIS 6,377 
in 2014, with an average annual increase of some 1.3 percent. In contrast, 
private spending rose during the same period from a total of NIS 2,247 (in 
2014 prices) to NIS 3,634, an average annual increase of 2.6 percent — in 
other words, twice the rate of growth in public spending. As noted in the 
introduction to the health section in this volume, real expenditures on 
healthcare per standardized person are lower than the figures presented 
here, which are per capita figures, because of demographic changes in the 
makeup of the population and changes in the price of healthcare in relation 
to the price of other goods and services.
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Figure 1. Per capita expenditure on healthcare
By funding, in 2014 prices, NIS

Source: Dov Chernichovsky, Haim Bleikh and Eitan Regev, Taub Center.  
Data: Central Bureau of Statistics, Statistical Abstract of Israel 2016.

As the share of public spending 
has declined, the weight of private 
spending in the average household 
budget has increased, from 3.9 
percent in 1997 to 5.9 percent in 
2014 (Figure 2).

This chapter will examine the 
structure of private healthcare 
spending in Israel and analyze 
changes in the level of this spending 
according to several socioeconomic 
household variables. The data come 
from a sample of 8,261 households 
from the Central Bureau of Statistics 
survey of family expenditures for 
2014. Our goal is to examine the 
impact of this spending on equality 
and access to medical services and 
the implications for the public 
healthcare system’s functioning.  
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Figure 2. Share of monthly 
expenditure on healthcare
As a percent of household monetary 
disposable income

Source: Guy Navon and Dov Chernichovsky, 
Bank of Israel (2012), updated.  
Data: Central Bureau of Statistics,  
Expenditure Survey.
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    This chapter extends previous work on this subject (Chernichovsky, 2007; 
Navon and Chernichovsky, 2013).

1. The components of private spending on 
healthcare

Navon and Chernichovsky (2013) and Chernichovsky (forthcoming) 
divide private spending into two basic components: direct, out-of-pocket 
expenditures and health insurance. Direct, out-of-pocket expenses for 
medical services are further classified into four main categories:

1. Copayments. Expenditures required for individuals to exercise a right 
or public entitlement. These are not determined by an individual’s 
decision but, rather, by the doctors (though, of course, every person 
has the right not to purchase the treatment or medication offered, even 
though they are covered by the public health system). It is customary 
to exempt low-income groups from these expenses (Chernichovsky, 
2013).

2. Supplementary goods and services. Expenditures that supplement 
the services included in the public health basket, such as dental care 
for adults in Israel. For budgetary and other reasons, these services or 
treatments are not included in the public healthcare system. However, 
since the public has an interest in them, in various countries there 
is a tendency to recognize these expenditures, or expenditures on 
insurance for them, for tax credit purposes.

3. Parallel goods and services. Expenditures for services, such as 
privately funded elective surgery, that are similar to services partially 
or fully funded by the public services. These expenditures, when 
necessary, are liable to present a serious problem because the public 
health system is perceived negatively and, as a result, citizens choose 
a private service, something they see as unavoidable. The problem is 
even more serious when the choice is based on the recommendation of 
the publicly funded service provider, which refers a patient to privately 
funded treatment. This is not uncommon in Israel.
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4. Consumption services and goods. Expenditures for health-related  
services that are not considered medical (such as hygiene products) 
and that are not subsidized.

There are three types of health insurance in Israel:

• Supplementary group insurance (additional health services or 
“Shaban”). This insurance is provided by the four health funds (HMOs) 
overseeing the provision of entitled care in Israel. It is considered semi-
private because the health funds are obligated to insure every person 
without underwriting, and cannot set a personal premium but must 
charge a set premium for each age group.

• Commercial insurance. This refers to personal insurance or insurance 
through an employer, which in most cases requires a declaration of 
health status and an individualized process to determine the premium.

• Group dental insurance and long-term care insurance. These are 
generally offered to people working for large employers.

The various kinds of private spending, based on data from the survey, are 
shown in Appendix Table 1.

Breakdown of expenditures among components

Total average monthly private household spending on healthcare is NIS 906, 
which, as noted, is about 5.9 percent of the average net household monetary 
income. The proportion of out-of-pocket expenditures (on supplementary 
and parallel services, consumption goods, and copayments) out of total 
healthcare spending is 61 percent, and the remainder (39 percent) is devoted 
to insurance payments (Figure 3).
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Figure 3. Distribution (percent) of private expenditure on 
healthcare, 2014
Including monthly average household expenditure

 Source: Dov Chernichovsky, Haim Bleikh and Eitan Regev.  
Data: Central Bureau of Statistics, Expenditure Survey.

The most significant out-of-pocket expenditure is for supplementary 
care, which accounts for 30 percent of total private spending. Copayments 
make up 10 percent and parallel care only about 6 percent. Spending on 
supplementary insurance constitutes 22 percent of total private expenditures 
and spending on commercial insurance is 12 percent.

2. Breakdown of household spending on 
healthcare

As expected, private spending on medical services increases with income 
(Figure 4). Households in the highest income quintile spend an average 
of NIS 1,418 a month on private medical services, while households in the 
lowest income quintile spend about one-third of this amount (an average of 
NIS 498 per month).
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Figure 4. Average monthly expenditure on healthcare, 2014
By household income quintile, NIS

Household income quintile is calculated by monetary disposable income per standardized person. Source: 
Dov Chernichovsky, Haim Bleikh and Eitan Regev, Taub Center.  
Data: Central Bureau of Statistics, Expenditure Survey.

As Figure 5 shows, the dominant item in direct, out-of-pocket expenditures 
is supplementary medical services — an average of NIS 257. Next are 
consumption services (NIS 134), copayments (NIS 91), and parallel medical 
services (NIS 49).
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Figure 5. Average monthly out-of-pocket expenditures on 
healthcare services, 2014
By household income quintile and type of expenditure, NIS

Household income quintile is calculated by monetary disposable income per standardized person.  
Source: Dov Chernichovsky, Haim Bleikh and Eitan Regev, Taub Center.  
Data: Central Bureau of Statistics, Expenditure Survey.

The breakdown of expenditures differs significantly among the different 
quintiles. The expenditure most affected by income level is supplementary 
medical services, which is primarily dental care. In contrast, spending on 
copayments is hardly affected by income level. These figures mean that 
private spending contributes to widening the gaps between the health 
services enjoyed by each quintile.

The amount spent on copayments is almost equal in all households, 
meaning that the relative burden is greater among lower-income households, 
since the expenditures are a greater proportion of their income. At the same 
time, the disparities in the purchase of supplementary services show that 
most of the public does not seem to consider publicly funded services to be 
sufficient, and that individuals who can afford to pay privately to receive 
similar services do so.

Average spending on supplementary insurance is NIS 193 a month, and 
on private commercial insurance, NIS 101 (Figure 6). The standard deviation 
by income quintile is larger for commercial insurance than supplementary 
insurance (76.3 and 59.7, respectively); this figure indicates that income  
 
level has a greater influence on spending for commercial insurance 
than supplementary insurance provided by the health funds. In fact, 
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supplementary insurance, which is held by about 80 percent of households, 
appears to be the norm, while the distribution of commercial insurance is 
about half that (40 percent) (Chernichovsky and Bowers, 2016). 

Figure 6. Average monthly expenditure on health insurance, 
2014
By household income quintile and type of insurance, NIS

Household income quintile is calculated by monetary disposable income per standardized person.  
Source: Dov Chernichovsky, Haim Bleikh and Eitan Regev, Taub Center.  
Data: Central Bureau of Statistics, Expenditure Survey.

As expected, low-income households have the highest expenditure 
burden (the percentage of disposable household income used for the 
various components of private expenditures on healthcare). This declines 
as income rises (Figure 7). For the lowest income quintile, the total monthly 
expenditure on private health services is 9.7 percent of total monetary 
disposable income, compared with 4.7 percent for the highest quintile. In 
this context, what stands out is the relatively high spending burden for 
copayments, which are a necessary expense for patients wishing to exercise 
their right to healthcare through the public health system: some 2 percent 
of disposable income for the lowest quintile compared with some 0.3 percent 
for the highest.
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2 3Lowest quintile 4 Highest quintile

Commercial insuranceSupplementary insurance

206

147

87

49
16

255
230

212

165

104

 Private Expenditures on Healthcare in Israel 405405



Figure 7. Share of household expenditure on healthcare, 2014
As a percent of disposable monetary income, by household income quintile and 
type of expenditure

Household income quintile is calculated by monetary disposable income per standardized person.  
The overall burden is not equal to the total of other overall expenses since two expenditure categories 
(consumption and other insurances) are not included in the figure.  
Source: Dov Chernichovsky, Haim Bleikh and Eitan Regev, Taub Center.  
Data: Central Bureau of Statistics, Expenditure Survey.

3. Breakdown of private spending:  
Multivariate analysis

To examine the correlation between the level of private expenditures and 
socioeconomic and demographic household variables, a multivariate analysis 
was conducted on the survey data using Tobit regressions (for details on the 
results of the regressions, see Appendix Table 2). The findings of the analysis 
substantiate and reinforce the results presented above regarding the effect 
of income on the various types of private healthcare spending. They also 
add insights about how the characteristics of the household and the head of 
household influence spending.  
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Spending on medical insurance

The findings clearly highlight the differences between supplementary and 
commercial insurance. As noted, the two types of insurance are positively 
correlated with income, but the change in the distribution of commercial 
insurance accompanying a change in income level is about three times 
greater than with supplementary insurance (shown also in Figure 6). 
Furthermore, the head of household’s educational level has a positive 
influence on the purchase of commercial insurance, but its effect on the 
purchase of supplementary insurance is not significant.

The findings are compatible with the fact that supplementary insurance 
has public characteristics and is, therefore, more accessible. In addition, 
we should not rule out the hypothesis that supplementary insurance 
encourages and enables moral hazard: individuals who need treatment can 
purchase such insurance after the fact, when they know that they need 
it. This claim is supported by the finding that spending on supplementary 
insurance increases when the household’s level of medical needs increases.  
No statistical connection was found between medical needs and spending 
on commercial insurance. The positive effect of education on commercial 
insurance spending can also be attributed to the fact that employers in 
organized work places, which usually have more educated workers, support 
such insurance.

A breakdown of insurance by population groups (excluding all other 
variables) found that Arab Israelis are less likely than Jews to purchase 
insurance, particularly commercial insurance. This can be explained by the 
limited possibilities of using health insurance in Arab Israeli communities, 
and perhaps also by their lack of awareness of the issue of potential need 
for private medical insurance. In the Jewish population, the Haredim — the 
ultra-Orthodox — purchase less commercial insurance on average than 
others, perhaps because they rely on gemachs (interest-free loan societies) 
and mutual aid within their communities, which is a kind of self-insurance.

As a rule, residence in the periphery of the country has a statistically 
non-significant  but negative effect on purchase of commercial insurance 
and a statistically significant negative effect on purchase of supplementary 
insurance. This finding may reinforce the hypothesis that purchase of 
insurance is less likely when there is less ability to take advantage of it. 
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Direct, out-of-pocket spending

Generally, private spending on healthcare is positively correlated with 
household medical needs (as measured in budget lines by family size and 
household members’ age and gender — see footnote 3) as well as income level. 
The educational level of the head of household does not have a statistically 
significant effect on direct, out-of-pocket spending. Multivariate analysis 
confirmed that spending on copayments is not, in fact, correlated with 
household income level, but is positively correlated with the household’s 
level of medical need.

At the top of the hierarchy of spending on copayments are Arab Israelis, 
followed by non-Haredi Jews and finally, Haredim. This can be explained by 
the relatively low level of health among non-Haredi Jews and Arab Israelis 
relative to the Haredi population. Having supplementary health insurance 
has a positive effect on the level of spending on copayments, which can be 
attributed to the fact that insurance encourages the use of services.

When all other variables are constant, spending on supplementary services 
(primarily dental care) is most affected by the level of household income, as 
previously noted, and is also positively correlated with the education level of 
the head of household for a given income level. This finding — as well as the 
positive effect of income on spending levels — may result from the fact that 
as the education level rises, so does awareness of the importance of health 
services that are not in the public basket of services, particularly dental care. 
In contrast, spending on supplementary services is statistically correlated 
with household size and with the medical needs of family members. 

If variables not connected to sector are excluded, Arab Israelis spend a 
larger amount than Jews on supplementary services, perhaps because of a 
lack of public medical services in their communities and a lower level of 
health.

Having commercial insurance has a positive association with spending 
on supplementary care. This may be because people with health problems 
anticipate higher healthcare expenditures, and so tend to purchase 
insurance at a higher rate. Another possibility is that this insurance involves 
copayments, which those not insured do not pay.  

Expenditures on parallel care are especially interesting, since they involve 
forgoing care in the public health system in favor of similar care that is 
privately financed. As expected, there is a connection between an increasing 
income level and the choice to forgo use of the public health system. In 
contrast, the education level of the head of household has no statistical  
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correlation with spending on parallel care; likewise, there is no correlation 
between the medical needs of the household and the purchase of parallel 
services. However, these findings imply that the more educated population 
does not perceive parallel services as better than services provided by the 
public health system, but perhaps only as more convenient and contingent 
on the ability to pay.

Spending by Haredim on parallel treatments is higher than that of the 
other two groups (controlling for the effect of other variables). This could be 
a result of the arrangements for private medical care within the community, 
which serves as a substitute for the public healthcare system. Spending 
for parallel care is positively correlated with the purchase of insurance, 
supplementary or commercial. In other words, having these types of 
insurance encourages people to pay for healthcare rather than using their 
right to healthcare through the public system. In fact, it may be that this 
is one of the reasons to purchase insurance in advance, and the public 
health system itself encourages those with insurance to receive parallel care 
privately. 

Summary and conclusions

The findings point to several challenges facing the system. First, the relatively 
high levels of spending on parallel and supplementary care by those with 
high incomes (and in the second case, with high levels of education) support 
the hypothesis that from their perspective, the public health system does 
not provide satisfactory types or quality of care. Moreover, it is possible that 
the demand for private services by those with high income levels encourages 
service providers to offer these services since these populations have the 
ability to pay through direct, out-of-pocket payments or because they have a 
higher proportion of people insured relative to those who are uninsured and 
cannot pay with low income and lower educational levels.

Expenditures on copayments are a type of regressive tax. Those who are 
most in need, especially the elderly, bear a greater economic burden than 
the other groups (and spend more than others in absolute terms when 
income is held constant). The situation is similar with respect to Arab Israelis 
and Haredim, though to a lesser extent: when all other variables, including 
income, are held constant, these groups spend more out-of-pocket, in 
absolute terms, for copayments because publicly funded care is relatively 
less available. This contradicts the concept of social justice and equality that 
underlies the National Health Insurance Law.
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Like direct, out-of-pocket expenditures, the distribution of private 
insurance is dependent on income level. As a result, it increases disparities in 
the system, particularly given that having insurance is positively correlated 
with direct, out-of-pocket spending.

Thus, the increasing role played by private spending in financing 
healthcare in Israel, as well as the arrangements enabling insured persons 
to use their supplementary insurance only in private institutions, reflect a 
certain dissatisfaction with the public health system and contribute to its 
inefficiency and to increased disparities in healthcare accessibility.
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Appendix

Appendix Table 1. Classification of private expenditure on 
healthcare and average monthly monetary expenditure
Expenditure Survey 2014 Table 4.1, NIS

Copayment 90.8

Medications purchased at the health fund 6.1

Prescription medications purchased at the health fund 35.9

Prescription medications purchased at a pharmacy 48.4

Prescription medications purchased, place of purchase unknown 0.4

Consumption 134.5

Psychological or psychiatric treatment* 8.5

Aesthetic treatment 7.7

Cotton balls, feminine hygiene products, bandages 12.8

Other medical needs 3.0

Eye glasses and lenses (including prescription sunglasses( 45.6

Contact lenses 4.3

Sunglasses (non-prescription) 7.6

Oral hygiene products (including toothbrushes and toothpaste) 15.5

Non-prescription vitamins 10.6

Allergy medication 18.8

Parallel 48.8

Payments to private doctor and specialists at the health fund 14.9

Payment for private surgery 16.3

Lab work and X-rays 7.6

Private nurse, ambulance, emergency room 2.4

Rehabilitation and developmental treatments 7.6

*  This section is divided equally between consumption and supplementary.
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Appendix Table 1. (continued) Classification of private expenditure 
on healthcare and average monthly monetary expenditure
Expenditure Survey 2014 Table 4.1, NIS

Supplementary 257.0

Dental care 149.7

Orthodontics 13.4

Oral and maxillofacial surgery 49.6

Dental X-rays in a dental X-ray facility 2.7

Psychological or psychiatric treatment 8.5

Dietician (through the health fund) 2.0

Medications purchased at a pharmacy 6.3

Rehabiliation or medical appartus 5.0

Non-prescription medications purchased at the health fund 3.5

Non-prescription medications purchased at a pharmacy 15.8

Non-prescription medications place of purchase unknown 0.6

Insurances 337.3

Supplementary insurance 193.1

Commercial insurance 101.0

Long-term care insurance 23.0

Dental insurance 12.0

Other insurance 8.2
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Multivariate Analysis

The estimated equation is:

(1) jijjijji zxy ,,, εγβα +++=  

where yi,j denotes the monetary outlay (in shekels) of household i for 
spending category j for healthcare and xi,j is the vector of variables that 
characterize the household and explain the expenditure. To reduce possible 
bias stemming from the fact that at any point in time, a relatively large 
number of households do not report spending at all, all equations were 
estimated using the Tobit method (Zellner, 1962).

In addressing spending on insurance, there is a challenge in estimating 
the influences on private expenditures. On the one hand, insurance is 
influenced by health status and socioeconomic variables. At the same time, 
insurance affects consumption of medical services and expenditures on 
these services because it reduces the costs of private care. To examine the 
specific influence of insurance, we used the Tobit method to estimate the 
effect of socioeconomic variables on purchase of insurance, then a dummy 
variable was used for possession of insurance (= 1). The goal was to monitor, 
to the extent possible, the effect of insurance on spending. The results of the 
statistical estimate are shown in the table.

We will elaborate on two of the independent variables in the table: 
standardized persons and periphery of area of residence. The first reflects 
the demographic profile of the household in persons weighted according 
to the Israeli capitation formula. This is an estimate of the household’s 
medical needs, which reflects both household size in number of persons and 
a breakdown by age. It should be noted that the simple statistical correlation 
between this variable and the age of the head of household is 0.8.

As for the periphery variable, according to the Central Bureau of Statistics 
(2008), the periphery of a town or city is based on:

• the local authority’s potential accessibility index, which ranks local 
authorities by their proximity to all other local authorities in Israel 
relative to the size of their population;

• the local authority’s proximity to the border of the Tel Aviv district, 
with greater proximity giving a higher value.
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A periphery index was determined for every household according to place 
of residence. For purposes of the estimates in this chapter, the indices were 
converted to dummy variables with a value of 1 (if the household is in a 
certain periphery) and a value of 0 (if it is not). Tel Aviv is the area that is 
not included in the estimate and to which the other areas are compared for 
purposes of evaluating the effect of availability of medical services.
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 Appendix Table 2. Regression coefficients with the Tobit method 
Total private expenditure for medical services and its components dependent 
variables, standard deviation in parentheses

Explana-
tory
variable

Dependent variables

Insurances Out-of-pocket expenditure Total 
private 

spendingSupple-
mentary

Com-
mercial

Co-
payment

Supple- 
mentary 
services

Parallel 
services

Total out-
of-pocket 

1 2 3 4 5 6 7

Characteristics of head of household

Male (=1) 3.88 3.00 -33.02 -30.53 -38.93 -90.84* -44.82

(4.81)) (13.94) (18.73) (51.57) (42.58) (36.63) (36.10)

Years of 
schooling

0.25 12.09** -3.34 20.37** 2.43 7.22 10.03

(0.59) (1.67) (2.29) (7.42) (6.08) (5.55) (5.57)

Arab Israeli 
(=1)

-124.33** -412.82** 188.51** 688.86** 122.65 414.23** 31.35

(9.34) (37.18) (32.31) (160.92) (65.09) (105.05) (78.32)

Haredi (=1) 8.11 -354.63** -16.82 281.37** 420.12** 187.67* -28.29

(10.20) (41.57) (38.63) (111.78) (138.18) (85.67) (75.24)

Household characteristics

Members 
adjusted 
for medical 
needs

37.70** 1.67 122.04** 58.12* 37.69 141.82** 222.68**

(2.33) (6.62) (9.23) (25.66) (20.82) (19.63) (20.10)

Log of 
disposable 
monetary 
income

96.69** 275.20** 7.64 362.34** 158.77** 319.67** 529.79**

(3.85) (14.64) (14.53) (45.44) (38.76) (30.51) (30.82)

Residence in the periphery

High 
periphery 
(=1)

18.77 -51.66 -61.77 122.51 22.54 93.60 82.64

(10.10) (37.50) (42.75) (147.07) (92.52) (100.44) (92.49)

Medium 
(=1)

-4.47 -13.78 -5.71 -49.54 139.19** -47.15 -60.50

(5.39) (15.49) (22.16) (56.71) (48.19) (39.62) (38.54)
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Appendix Table 2. Regression coefficients with the Tobit method 
Total private expenditure for medical services and its components dependent 
variables, standard deviation in parentheses

Explana-
tory
variable

Dependent variables

Insurances Out-of-pocket expenditure Total 
private 

spendingSupple-
mentary

Com-
mercial

Co-
payment

Supple- 
mentary 
services

Parallel 
services

Total out-
of-pocket 

1 2 3 4 5 6 7

Residence in the periphery (continued)

Center (=1) 21.11** -46.06* 5.13 -120.49 -66.79 -42.62 -73.02

(6.94) (19.41) (26.48) (72.08) (67.21) (51.15) (49.23)

Regular 
(=1)

-23.57** -10.35 -15.4 237.16 190.18* 219.53* 131.54

(8.05) (25.70) (31.53) (136.74) (73.58) (102.74) (97.35)

Insurance

Supple-
mentary 
(Yes=1)

56.70* 124.28 251.60** 109.17

(26.58) (93.68) (70.48) (58.97)

Commer-
cial (Yes=1)

21.40 230.20** 212.53** 248.94

(20.50)- (80.35) (58.98) (57.24)

Intercept -767.45 
**

-2896.87 
***

-551.14 
**

-4705.12 
**

-3102.10 
**

-3126.26 
**

-4460.51 
**

(35.65) (142.96) (140.69) (518.40) (499.22) (292.98) (286.82)

Pseudo R2 0.0243 0.0399 0.0079 0.0050 0.0053 0.0039 0.0059

* Significance level of 5%; ** significance level of 1%.

A resident of the periphery is categorized under High periphery or periphery.
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Appendix Table 3. Regression coefficients with the Tobit method 
Total private expenditure for medical services and its components dependent 
variables, standard deviation in parentheses

Explana-
tory
variable

Dependent variables

Insurances Out-of-pocket expenditure Total 
private 

spendingSupple-
mentary

Com-
mercial

Co-
payment

Supple- 
mentary 
services

Parallel 
services

Total out-
of-pocket 

1 2 3 4 5 6 7

Characteristics of head of household

Male (=1) 4.67 10.44 -12.74 0.81 -3.73 -76.24 -42.70

(1.13) (0.83) (-0.79) (0.02) (-0.09) (-2.34) (-1.31)

Years of 
schooling

0.324 10.93 -4.47 16.80 -2.00 6.62 9.80

(0.64) (6.77) (-2.30) (3.09) (-0.42) (1.68) (2.48)

Arab Israeli 
(=1)

-117.74 -443.31 196.65 683.16 135.15 425.23 45.15

(-17.85) (-14.24) (7.62) (160.92) (2.01) (87.13) (0.92)

Haredi (=1) 3.81 -430.71 -100.51 109.28 250.12 139.20 -34.07

(0.36) (-10.13) (-2.25) (0.94) (2.68) (1.65) (0.40)

Household characteristics

Members 
adjusted 
for medical 
needs

36.54 -4.71 107.16 25.22 1.37 129.83 220.10

(19.24) (-0.69) (14.83) (1.19) (0.08) (8.67) (14.71)

Log of 
disposable 
monetary 
income

95.68 278.72 6.40 353.18 171.37 306.54 525.88

(34.84) (29.11) (0.55) (10.72) (5.85) (13.15) (24.62)

Residence in the periphery

High (=1) 16.91 -77.89 -97.73 32.30 -60.28 80.32 85.13

(1.71) (-2.42) (-2.42) (0.29) (-0.62) (1.03) (1.09)

Moder-
ate(=1)

-6.93 -25.82 -32.11 -89.85 79.80 -57.52 -64.78

(-1.50) (-1.84) (-1.77) (-1.78) (1.82) (-1.59) (-1.79)
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Appendix Table 3. Regression coefficients with the Tobit method 
Total private expenditure for medical services and its components dependent 
variables, standard deviation in parentheses

Explana-
tory
variable

Dependent variables

Insurances Out-of-pocket expenditure Total 
private 

spendingSupple-
mentary

Com-
mercial

Co-
payment

Supple- 
mentary 
services

Parallel 
services

Total out-
of-pocket 

1 2 33 4 5 6 7

Residence in the periphery (continued)

Center(=1) 19.38 -55.05 -2.81 -137.17 -81.75 -38.59 -70.63

(3.34) (-3.16) (-0.12) (-2.13) (-1.42) (-0.84) (-1.54)

Regular 
(=1)

-58.94 134.17 63.93 187.12 119.48

(-2.10) (1.76) (0.96) (3.38) (2.14)

Insurance purchase

Supple-
mentary 
(Yes=1)

51.48 142.81 251.63 111.60

(2.14) (2.09) (3.91) (2.34)

Commer-
cial (Yes=1)

15.38 199.68 197.75 240.42

(0.87) (4.17) (4.81) (6.94)

Pseudo R2 0.0243 0.0406 0.0070 0.0047 0.0046 0.0036 0.0057

The variable is given a value of 0 if it is different.
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A Healthy Food Basket in Israel
Janetta Azarieva, Ben Orion, Rebecca Goldsmith, 

Avidor Ginsberg, Ran Milman  
and Dov Chernichovsky*

Abstract

This chapter outlines, for the first time in Israel, the features of a basic healthy 
food basket. The chapter begins with a detailed discussion of the basket’s 
potential components, based on Ministry of Health recommendations for 
a proper and balanced nutrition. This is followed by a presentation of the 
prices of the goods included in the basket, and a calculated estimate of the 
per capita cost of funding the basket. Based on this cost figure, the authors 
assess the economic ability of Israeli households with different demographic 
makeups and income levels, to purchase such a basket. The results show 
that the mean incomes of the three highest income quintiles are sufficient 
to purchase the healthy food basket, even if they choose not to do so due 
to preference or lack of awareness. By contrast, the poorest quintile would 
have trouble affording a basic health food basket for all family members, 
due to income limitations and the other expenditures involved in household 
management.

* Dr. Janetta Azarieva, Taub Center Guest Researcher; Department of Political Science, 
The Hebrew University of Jerusalem; Ben Orion and Ran Milman, Taub Center volunteers; 
Rebecca Goldsmith, Director of Health and Nutritional Status surveys, Ministry of Health; 
Avidor Ginsberg, Department of Nutrition, Ministry of Health; Prof. Dov Chernichovsky, 
Principal Researcher and Chair, Taub Center Health Policy Program. The Taub Center is 
depply grateful to the Ministry of Health for its guidance as to the contents of a healthy food 
basket for Israeli families. We are grateful to Zvi Blau of Eshel Jerusalem, to Dorit Adler of 
the National Nutritional Security Council, and to Einat Geva of the Latet organization, for 
assistance in preparation of this paper.
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Introduction

One-fifth of Israeli families, including a third of the country’s children, 
report food insecurity (Endeweld, Barkali, Abrahamov, Gealia, and 
Gottlieb, 2014). Based on National Nutritional Security Council income 
and expenditure criteria, 110,000 Israeli households were eligible for food 
purchasing assistance in 2012 (National Nutritional Security Council, 2014). 
One reason for this is that food prices rose substantially and precipitously 
between 2005 and 2011. During this period, the prices of most food groups 
became more expensive in Israel than in other OECD countries. Israeli dairy 
prices, which in 2005 were only 6 percent higher than in the OECD, were 
51 percent higher than the OECD average in 2011. During that same period, 
bread, grains and baked goods, which previously had been 19 percent less 
expensive in Israel, became 26 percent more expensive than in the OECD 
countries (Chernichovsky and Regev, 2014). It should be noted that the rising 
food prices along with surging housing costs contributed to stagnation in 
Israeli households’ gross real wages (Brand, 2016). 

Access to a basic healthy food basket ensures proper nutrition that is vital 
to physical, mental, cognitive, and social functioning. It is a basic right in 
modern society, like access to education and health care services. Even in 
the US, where economic liberalism reigns and where features of the welfare 
state are few, a Supplemental Nutrition Assistance Program (SNAP) has been 
in operation since 1964, providing food-purchasing assistance to needy 
citizens. In 2016, over 44 million people across the US (13 percent of the 
country’s population) received aid from SNAP. The program costs 5.5 billion 
dollars and provides, on average, assistance in the amount of $130 a month 
per person (USDA, 2016).

To date, there has been no serious attempt in Israel to define a basic 
healthy food basket or to determine what purchasing such a basket would 
mean for household budgets or for social policy. This chapter lays the 
foundation for defining a basic healthy food basket in several stages. First, 
it defines a healthy food basket that could be considered basic but adequate, 
and indicates the cost of its components. It then analyzes the cost of the 
total basket in relation to several indices, including household income and 
number of household members. The basket’s components, and the funds 
needed to purchase it, could have policy implications with regard to social 
services, health care, education regarding proper nutrition, and food prices.
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1. Defining a basic healthy food basket

Current Ministry of Health recommendations are based on the Mediterranean 
diet pyramid, which follows the pattern of the traditional Mediterranean 
diet (Figure 1). This pattern emphasizes natural, unprocessed, plant-based 
foods — vegetables, fruits, whole grains, legumes, and nuts — supplemented 
by relatively small amounts of animal-based foods — eggs, dairy products, 
fish, poultry, and meat. The Mediterranean diet has four major advantages:

• Health: Proper nutrition can prevent disease and extend life expectancy.

• Environmental sustainability: A diet consisting primarily of plant-
based foods with little reliance on animal-based foods is less harmful to 
the environment and to animals.

• The socio-cultural sphere: The Mediterranean diet promotes habits of 
social-familial dining and home cooking.

• Economics: Raw, plant-based foods are usually less expensive than 
processed, animal-based foods.

Figure 1. The Mediterranean food pyramid

Source: Ministry of Health, Department of Nutrition.
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The Ministry of Health recommendations call for five food groups as 
components of a healthy diet. The food items included in each group in 
the food basket conform to the Israeli dietary pattern (Ministry of Health, 
2004), and are based on current scientific knowledge and prevailing dietary 
recommendations. The food groups in the basket defined in Table 1 were 
developed by the US Department of Agriculture’s Center for Nutrition Policy 
and Promotion and Israel‘s Ministry of Health. The Israeli recommendations 
are identical to the American recommendations except for the following:

• Potatoes: The US food basket assigns them to the vegetable group, 
while the Israeli basket places them in the grains group.

• Avocados and olives: In the US, these are included in the vegetable 
group, while Israel includes them in the fats and oils group.

• Peanut butter and seeds: The US includes these in the protein-rich 
group, while Israel places them in the fats and oils group.

Table 1. Details of the foods in the various food groups

Food group Details of foods included 
in the group

Foods not included in the 
group

Whole grains Whole wheat bread, pita, 
noodles, potatoes, rice

Breakfast cereals, baked 
goods, crackers

Fruit and vegetables Fresh and cooked vegetables 
and fruit

Fresh juice, dried fruit

Protein-rich foods Milk, yogurt, white and yellow 
cheese, meat, chicken, turkey, 
fish, eggs, legumes

Puddings, ice cream, cream, 
peanuts, sunflower and other 
seeds, fatty meats

Foods high in fat Oil, nuts, avocado, tehina Margarine, butter and foods 
high in fat and transfats

Source: Ministry of Health, Department of Nutrition.

The relative shares of the food groups in the basket and the recommended 
daily intakes are reflected in the food servings. Serving size calculations 
are based on US Department of Agriculture and Israel Ministry of Health 
definitions.
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• Grains group serving: one slice of bread or half a cup of pasta/rice/
cooked potatoes

• Vegetable group serving: half a cup of cooked or raw vegetables

• Fruit group serving: a medium-sized fruit (apple/banana/orange/
tangerine), half a grapefruit; half a cup of pitted fruit (for fruits with 
pits)

• Protein-rich group serving:

Dairy protein: a quantity that supplies 300 milligrams of calcium

Animal-based protein: equivalent to 75 grams of lean (cooked) meat; an 
egg is considered equivalent to 30 grams of meat

Legumes: Half a cup of cooked legumes is considered equivalent to 30 
grams of meat

• Fats and oils group serving: a quantity that supplies ten grams of fat
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Table 2. Daily recommended nutritional servings
By gender and age

Age (years) 
and gender

Recom-
mended 
caloric 
intake

Food groups

Whole 
grains

Vege-
tables

Fruit Protein-rich 
foods

Fatty 
foods

Milk Animal/
legumes

2-3* 1,300 6 3 2 1 3 1

4-6 1,800 7 3 2 1 3 1

7-10 2,000 8 4 3 1 3 1.5

11-14 2,500 10 5 4 2 4 3

15-18 (boys) 3,000 11 5 4 2 4 3

19-24 (boys) 2,900 11 5 4 1 4 3

25-50 (men) 2,900 11 5 4 2 4 3

51 + (men) 2,300 9 4 3 2 3 3

11-24 (women) 2,200 9 4 3 2 3 3

25-50 (women) 2,200 9 4 3 2 3 3

51+ (women) 1,900 7 4 3 2 2 3

* Serving size for ages 2-3 are equal to 2/3 of the serving size for the other age groups, except for milk 
products.

Source: Minsitry of Health, Department of Nutrition.

2. Cost of the basket

In order to calculate the cost of the basket as a whole, the prices of its 
component products were estimated and combined with the recommended 
serving figures presented in Table 2. Since recommended daily servings can be 
composed of several items in each group — for example, the grain group serving 
can be made up of bread, pasta, etc. — the median cost of the food items that 
fulfill the per serving recommendations was chosen for each group. For 
example, in the dairy protein group, one serving is meant to provide 300 
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milligrams of calcium. This requirement can be fulfilled by drinking a quarter 
bag of milk, or eating a container of yogurt or a single slice of yellow cheese. 
In the animal-based protein and legumes group, a serving is equivalent to 
75 grams of lean meat, two to three eggs, 150 grams of uncooked poultry or 
100 grams of canned tuna (for more detailed information see Appendix Table 
1). The cost of a serving in each group was calculated as the median price of 
these various options.

In order to reduce the basket cost without compromising the minimal 
composition needed to ensure its nutritional value, the basket was 
formulated according to the following principles:

• For each group, the least expensive and most accessible items were 
chosen, those that reflect a balance between the nutritional value 
provided by the various sources, and the consumption habits of 
different ethnic groups (“the Israeli basket”).

• The weight of the food items was reduced to the minimum necessary to 
maintain the required nutritional value per serving.

• The serving cost was calculated in terms of the median price of its 
components, not the average price, as stated previously.

• From the most expensive food group — animal-based protein and 
legumes — more costly types of meat, such as beef and hamburger, 
were excluded. They were replaced by items that would reduce the 
serving cost: eggs and legumes.

In order to calculate the cost of the entire food basket per person, the cost 
of each serving was multiplied by the number of recommended servings for 
each age group. For adults, the number of servings was calculated in terms 
of the mean number of servings per man and woman aged 25-50, while the 
number of servings per child was calculated as the mean number of servings 
required in each group up to age 18.
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Table 3. Cost of a basic healthy food basket per adult and child
2015 prices, NIS

Food group Recommended 
daily serving

Median price 
per serving

Daily cost Monthly cost

Adult

Whole grains 10.0 0.63 6.30 189.00

Vegetables 4.5 0.71 3.20 96.00

Fruit 3.5 0.91 3.19 95.70

Protein-rich foods:
Milk 2 .0 0.57 3.14 94.20
Animal  protein/legumes 3.5 3.19 11.17 335.10

Foods high in fat 3.0 0.38 1.14 34.20

Total cost per month for an adult: NIS 844.20

Child (average portion for each group ages 2-18)

Whole grains 8.5 0.63 5.36 160.80

Vegetables 4.0 0.71 2.84 85.20

Fruit 3.0 0.91 2.73 81.90

Protein-rich foods:
Milk 1.5 1.57 2.36 70.80
Animal  protein/legumes 3.3 3.19 10.53 315.90

Foods high in fat 2.0 0.38 0.76 22.80

Total cost per month for a child: NIS 737.40

Source: Taub Center.  
Data: Central Bureau of Statistics database and leading food sites, May-November, 2015.

Thus, the basic healthy food basket’s monthly cost per adult amounted 
to NIS 844 in 2015, while the monthly cost per child was about NIS 737. The 
monthly cost distribution of the major basket components per adult are 
presented in Figure 2: animal protein and legumes — NIS 335 (39.7 percent); 
grains — NIS 189 (22.4 percent); vegetables — NIS 96 (11.5 percent); fruit 
— NIS 96 (11.3 percent); dairy products — NIS 94 (11.1 percent); and fats  
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and oils — NIS 34 (4 percent). The distribution for the recommended basket 
for children is very similar.

It should be emphasized again that the estimate presented here is a 
preliminary one that represents a general range. Clearly, food prices change 
almost daily and the basket cost fluctuates accordingly. Nevertheless, the 
estimate gives an overall picture of the cost of a healthy, recommended diet. 

Figure 2. Distribution of the cost of the healthy food basket by 
food group
Percent

Source: Taub Center. Data: Central Bureau of Statistics, Expenditure Survey 2014. 

3. Household expenditure on a healthy food 
basket

Naturally, household food-basket expenditures rise as the number of 
people in the household increases. For example, the mean food basket 
expenditure of a three-person household is NIS 2,470, that of a four-person 
household is NIS 3,219, and that of a five-person household is NIS 3,975 
per month. However, the actual increase is not linear, due to households’  
differing age compositions (adults versus children). Figure 3 shows the 
average monthly household food-basket expenditure for different sized 
households. As shown, each person added to a household beyond the first 
two increases the mean expenditure by NIS 760.

Fig 2 and 3
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Figure 3. Average monthly household expenditure on the 
healthy food basket
By number of household members, NIS

Source: Taub Center.  
Data: Central Bureau of Statistics, Expenditure Survey 2014.

On average, the monthly expenditure required to purchase a healthy food 
basket decreases as household income rises, because in Israel there is an 
inverse ratio between household size and income level (Table 4). That is, in 
the highest decile, the mean expenditure required to buy a basic healthy food 
basket is the lowest, because the mean number of persons per household in 
this decile is the lowest — 2.46. By contrast, in the lowest decile, the mean 
number of persons per household is the highest (4.37) meaning that the total 
monthly expenditure needed to finance a healthy food basket for this decile 
is the highest: NIS 3,450.1 A negative correlation exists despite the fact that 
the per person healthy food basket expenditure actually rises as household 
income rises, because the lower deciles consist of many large families, and 
there are economies of scale when calculating the basket cost (Figure 4).

1 The average household expenditure by household size does not generally represent a 
simple product of basket cost per person by number of household members, due to varying 
household age compositions.
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Table 4. Monthly cost for a healthy food basket per household
By income deciles and average number of household members

Income decile Average number of 
household members

Average monthly cost, NIS

Lowest decile 4.37 3,450

2 3.73 2,987

3 3.65 2,937

4 3.33 2,694

5 3.27 2,653

6 3.13 2,558

7 3.12 2,541

8 2.95 2,411

9 2.73 2,248

Highest decile 2.46 2,039

Source: Taub Center.  
Data: Central Bureau of Statistics, Expenditure Survey 2014.

Figure 4. Average monthly expenditure required per person to 
finance a healthy food basket
By household income decile, NIS

Source: Taub Center.  
Data: Central Bureau of Statistics, Expenditure Survey 2014.
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The healthy food basket expenditure’s share of household net monetary 
income (according to Central Bureau of Statistics definitions, 2014) increases 
as the number of persons per household rises (Figure 5). For a household of 
two people, the recommended healthy food basket expenditure represents 
14.0 percdent of total income; for a three-person household, it represents 
19.4 percent; and for a five-person household, food basket expnediture 
reaches 24.7 percent.

As noted, the different income levels display large differences in the 
average number of persons per household. For this reason, it is also 
important to look at the required expenditure share by income quintile (a 
more useful and accepted breakdown than income decile). The quintile-
based calculation paints a picture of large disparities between the lowest 
and highest quintiles both in terms of the share of income that is required to 
finance the healthy food basket expenditure and in terms of the gap between 
the required percentage and the amount actually spent on food purchase.

Based on Central Bureau of Statistics data (2014), an average family in 
the highest quintile needs to spend 7.2 percent of its income (NIS 2,143) in 
order to pay for a healthy food basket for all household members, while 
the actual expenditure is 10.2 percent (Figure 6). In the fourth quintile, 
the actual percent expenditure is also slightly higher than the percent of 
expenditure needed to buy a healthy food basket (14.4 percent versus 13.6 
percent, respectively).

By contrast, the data for the three lowest quintiles point to lower spending 
than would be required to finance a healthy food basket. A family in the 
lowest quintile would need to spend 65 percent of its monthly disposable 
income (NIS 4,965) to purchase a healthy food basket, but in practice, it 
spends just 42 percent of its income on food. The amount that families in 
the second and third quintiles spend on food is also lower than the amount 
needed to buy a healthy food basket. The gap between the required sum 
and the actual expenditure decreases as income increases. In the lowest 
income quintile, the gap is NIS 1,126 per month (23 percent); in the second 
quintile the gap is NIS 745 (8 percent), and in the third quintile the disparity 
drops to NIS 360 (less than 3 percent). We conclude that, the probability 
that households in the lowest quintile would be able to bear the cost of the 
healthy basket is exceedingly low.
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Figure 5. Share of average monthly monetary household income 
required to finance a healthy food basket
By number of household members, percent

Source:  Taub Center.  
Data: Central Bureau of Statistics, Expenditure Survey 2014.

Figure 6. Household expenditure on food as a percent of monthly 
monetary income, 2014
By income quintile

Source: Taub Center.  
Data: Central Bureau of Statistics, Expenditure Survey 2014.

Fig 5

789

800
804

809 811 814 815 816
821

827

654321

13.6 14.0
19.4 20.1

24.7

35.1
  

Fig 7

Lowest
quintile

Highest
quintile

2 3 4

Healthy food 
basket

Actual purchased 
food basket

64.8

42.2

30.4

22.4
19.5 16.8

13.6 14.4

7.2 10.2

A Healthy Food Basket in Israel 433433



Conclusion

This chapter constitutes a first attempt at defining an Israeli basic healthy 
food basket and analyzing its household-budget implications. In accordance 
with Ministry of Health recommendations, the basket encompasses the 
Israeli food pyramid, and is meant to represent foods that, while sufficiently 
nutritious, are widely accessible in the market. 

Calculations based on recommended daily serving numbers indicate a 
mean monthly basket cost per adult of NIS 844, and a mean monthly cost 
per child of NIS 737 (in 2015 prices). Given the household compositions of 
families at different income levels, the basket cost per family is NIS 2,040 per 
month in the highest decile, and NIS 3,450 per month in the lowest decile.

When comparing the required expenditure for a healthy food basket 
with actual food expenditures, we find that in the highest income quintiles 
actual spending is higher than would be necessary to finance a healthy food 
basket (Quintiles 4 and 5), or lower by a few percentage points (Quintile 3). 
By contrast, in the two lowest quintiles (especially Quintile 1), actual food 
expenditure is significantly lower than the recommended sum. It is hard 
to know whether the gaps are due to preferences for cheaper (and often 
less healthy) foods, differing priorities, or economic constraints. However, 
while for the three highest income quintiles purchasing the healthy basket 
is probably a matter of awareness and preference, for the lowest quintile, 
buying the basket is not a realistic possibility given prevailing household 
income limitations and the other required household expenditures. 
Further study is warranted to determine the reasons for the lowest income 
quintiles’ low levels of food spending. Such research would enable the Israeli 
government to take the policy measures needed to encourage the country’s 
entire population to adhere to the healthy Mediterranean diet. 
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Why Is Israel's Life Expectancy 
So High?
Alex Weinreb*

Abstract

This chapter identifies the factors responsible for Israeli men’s high life 
expectancy, which places it in the top five in the world. An initial series 
of analyses across 170 countries shows that the national level of wealth, 
education and inequality, as well as demographic characteristics and 
characteristics of the health system, do a poor job explaining Israel’s high 
ranking. Israeli men’s life expectancy is 7 years higher than the model 
predicts. A secondary series of analyses adds geographic characteristics and 
religiosity. Together, these explain about 3 years of Israel’s advantage. The 
final set of models add mandatory military duty (lagged from 1990). It is 
shown that: (1) countries with any mandatory military duty in 1990 averaged 
1.5 years higher life expectancy in 2013 than countries without such service; 
and (2) length of service also matters. In Israel’s case, in particular, a variable 
capturing months of mandatory military service explains 3.6 years of Israel’s 
excess life expectancy. These findings strengthen the underlying hypothesis 
that military service improves fitness and therefore reduces mortality from 
conditions associated with exercise. To test this directly, age-standardized 
causes of death are compared across the OECD. Israeli men have the lowest 
mortality from cerebrovascular diseases, and the second lowest mortality 
from both cardiovascular disease and cancers affected by exercise. 

Prof. Alex Weinreb, Principal Researcher, Taub Center; Demographer, Department of 
Sociology, University of Texas at Austin.
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Introduction

Life expectancy at birth — defined as the average length of a lifespan in a 
population, given current age-specific mortality rates — is one of the most 
widely used indicators of social welfa prominently in comparisons between 
and within countries (Dasgupta and Weale, 1992; Murray et al., 2006). It is 
also one of three factors that make up the Human Development Index (HDI). 

In this chapter, Israel’s life expectancy1 is evaluated in international 
comparison. The central goal is to understand why it is so high, especially 
for men. According to data from the World Health Organization, men’s life 
expectancy in Israel in 2013 was 80.2. This places Israel at the top of the 
global ranking, just behind Iceland, Switzerland, Australia, and Japan, and 
alongside Sweden.2 Among women in 2013, life expectancy in Israel was 84, 
not quite as good in relative terms, but still among the top-10 performers. 

These high levels of life expectancy are an impressive accomplishment, 
but they also demand an explanation. Israel is like Iceland and Switzerland 
on some dimensions that are associated with better population health: it 
is a relatively small and wealthy OECD country (if a little less wealthy than 
those with equally high longevity) and with an educated population. It also 
has an effective national healthcare system which was one of only two in 
OECD countries — the other is Japan — to benefit from accelerated health 
spending between 2009 and 2013 (OECD, 2013, p. 9). On the other hand, Israel 
is completely unlike Iceland or Switzerland on other dimensions that are 
also associated with healthier populations: there are substantial social and 
political divisions between two national groups, Jews and Arabs, and within 
each of these, there is a high fertility subpopulation whose higher-risk births 
pull down average measures of health. Within the larger Jewish population,

1 Other measures of life expectancy are also used in the scholarly literature. Most common 
are life expectancy at age 15 (mean age at death for a 15-year-old, given current age-specific 
mortality rates above age 15) and life expectancy at age 65 (mean age at death for someone 
who has survived to 65, given current age-specific mortality rates above age 65). These latter 
capture, respectively, the general health prospects for people who have survived childhood 
and survived to retirement age. In this paper, when we use the term “life expectancy,” we 
refer to the more widely used and general measure: life expectancy at birth.

2 Other authoritative estimates are available through the Global Burden of Disease (GBD) 
Project at the Institute for Health Metrics and Evaluation. These also place Israel toward 
the top of the ranking. GBD estimates a life expectancy of 80.3 for Israeli men, narrowly 
trailing (<1 year) Qatar, Andorra, Iceland, and Switzerland, and 84.0 for Israeli women, less 
than 1-year behind France, Iceland, Switzerland, Cyprus, Italy, Malta, Spain, Singapore, and 
Australia, and about 2-years behind Andorra and Japan. In this paper, we use the more widely 
known WHO estimates.
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there are also significant immigrant populations from countries with 
much lower life expectancy, especially Russia and Ethiopia. Add to all these 
factors the geopolitical element. Not only is Israel not quite as wealthy as 
its peers in the highest life expectancy club, it also spends a much larger 
share of its national wealth on the military, which leaves less for the types 
of institutions that are more typically associated with improved population 
health and welfare. 

Taking all of these differences between Israel and other high health 
performers into account, the question then arises: why is Israel’s life 
expectancy so high? What factors have allowed it to join that elite club? 
Identifying those factors in an international comparison will point to ways 
in which the health of Israel’s population — and others — can be maintained, 
and improved further. 

The central result of this research is as surprising as it is important. One 
of the key factors responsible for Israel’s high life expectancy is mandatory 
military service. This alone adds more than three years to life expectancy in 
Israel. 

This chapter has six main sections. 
First, a number of “baseline” factors that are known to affect mortality 

will be identified. 
Second, using data from 2013, a simple regression model will be used to 

identify what each country’s life expectancy should have been, given the 
baseline factors. This step allows us to estimate how much, and in what 
direction, each country deviates from its predicted level. This is a crucial 
step in the analysis, as Israel’s life expectancy is much higher than it should 
be given its characteristics. It is a “positive statistical outlier.”

Third, this model is replicated on levels of life expectancy in 2000 and 
1990, which makes it possible to look at the stability of Israel’s deviation 
from the expected level across time. The models show that Israel’s position 
as a positive outlier has been relatively stable. 

Fourth, other factors are introduced into the model that that may explain 
some of the variability across countries: their geographic endowment, 
religiosity, and mandatory military service. These all contribute to our 
model, but military service contributes the most. It explains a much larger 
share of Israel’s life expectancy advantage.

A fifth section, focused on “cause-of-death” data, provides some additional 
evidence that strengthens this interpretation of the positive effect of 
military service on public health, showing that it works primarily through 
diseases affected by exercise. 
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A final section links these results to a longstanding debate in the scholarly 
literature on health: the extent to which further gains in public health can 
be made by increasing investments in biomedical infrastructure as opposed 
to other institutions which, at first glance, have no relationship to public 
health. 

Throughout, the general methodological approach is to compare factors 
that affect life expectancy across as many countries as possible, from the 
wealthiest to the poorest. As detailed below, not all data are available for all 
countries. But the sample size in all baseline analyses reaches 170 countries, 
and in all others exceeds 130 countries. These include all developed countries 
(OECD and non-OECD), all the major emerging economies, and most 
countries with more than 2 million residents (see Appendix Table 1 for the 
complete list). Among the excluded countries (listed in Appendix Table 2), 
most are tiny states (e.g., island nations in the Pacific or Caribbean). Others 
are too closed politically to submit statistics to international organizations 
(e.g., Myanmar, North Korea, Zimbabwe) or lack the infrastructure to collect 
these data (e.g., Somalia, Western Sahara). Only one, Taiwan — blocked 
from international organizations by China — has the standard health and 
economic characteristics of a developed country. In general, therefore, the 
size and comprehensiveness of the sample underscores the generalizability 
of this chapter’s analytic results. 

1. Our baseline indicators

A number of factors are known to affect life expectancy. Table 1 lists them in 
column 1, alongside the specific indicators that will be used here (column 2). 
A third column contains a correlation coefficient describing the relationship 
between each of these indicators and life expectancy at birth in 2013, along 
with a marker of statistical significance.
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Table 1. Known predictors of life expectancy at (aggregate) 
population level
Associate indicators used in this analysis, and bivariate correlations with 2013 
life expectancy across 170 countries

Predictors Indicators                                 Pearson correlation 
                                                                      with e0(2013)

Characteristics of the health system

1 More health spending Health spending per capita, 2011-2013 
($)

0.71**

2 Greater accessibility of 
health services

Physicians and hospital beds per capita 
(1990-2010)

0.65**

General level of development

3 National wealth GDP per capita, 2013 ($) 0.65**

4 National wealth (Preston 
curve)

(GDP per capita, 2013 ($))^2 0.35**

5 Lower income inequality Gini coefficient (139 countries) -0.29**

6 Higher levels of education Secondary school enrolment, 
1990s-2000s (%)

0.82**

Demographic characteristics

7 Lower population growth Annual growth rate, 2003-2013 -0.33**

8 Higher population density Number of people per km2 (2013) 0.18*

9 Lower fertility rate Period total fertility rate, 2011-2013 -0.82**

Correlation with Gini coefficient is estimated across 139 countries. Levels of statistical significance:  
** p<0.01; * p<0.05.

Source: Alex Weinreb, Taub Center.  
Data: World Bank, World Development Indicators; UN Population database; WHO.

The first category of factors is specific to the health system. Up to around 
$2,500 per capita, there is a strong positive relationship between the amount 
spent on health and life expectancy. Beyond that level, the relationship 
begins to flatten out (author’s calculations using data from WHO Global 
Health Expenditure Database). Likewise, the accessibility and quality 
of health services also affects a population’s health. Where significant 
subpopulations have little access to basic services, especially preventive 
services, life expectancy is pulled down (Falkingham, 2004; Kabir, 2008). 
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The first of these factors is captured directly with a measure of per year 
and per capita health spending, 2011 to 2013, measured in US dollars. Since 
there is no single indicator of quality of health services available for a large 
sample of developed and developing countries, the second factor is captured 
indirectly, using a combined measure of number of physicians and hospital 
beds per capita, from the 1990s to the 2000s.

A second category of factors that affect life expectancy includes three 
that capture a country’s general level of development, including its 
approach to matters of equity: its wealth, education, and general level of 
inequality. Wealthier countries in general have better infrastructure, 
including infrastructure that affects public health: higher quality water and 
sanitation systems; safer food production and delivery; better regulated 
transport systems. Here, too, there is the same curvilinear relationship —
the “Preston curve” (Preston, 1975) — between life expectancy and wealth 
that characterizes the relationship between life expectancy and the amount 
spent on health.3 Likewise, more educated populations tend to be healthier, 
for a number of reasons. Here, two mechanisms only are mentioned: more 
educated people have higher levels of “self-efficacy,” a central variable in 
Health Behavior Models which refers to the ability to both make and realize 
better behavioral choices in general, and medical choices in particular. For 
example, being more educated also allows people to confront medical staff 
more readily than their less-educated peers (LeVine, LeVine and Schnell, 
2001; Meara, Richards and Cutler, 2008). Finally, over and above the effects 
of a country’s wealth and educational profile, the level of inequality is also 
negatively related to life expectancy. Inequality points to the difficulty that 
certain groups have accessing key types of infrastructure or services that 
could improve their health (Wilkinson, 1992). 

Standard indicators are used to index each of these three factors:

1. GDP per capita, measured in 2013 US dollars; a GDP-squared (GDP2) 
term to capture the Preston curve; 

2. the mean percentage of secondary school age children in the 1990s and 
2000s who were enrolled in school; 

3. the Gini coefficient.

3 Flipping the causal arrow, healthy populations also tend to be wealthier (Becker, Philipson 
and Soares, 2006), though the strength of these causal claims is questionable (see Acemoglu 
and Johnson, 2007).
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A third category of factors is related to the demographic characteristics as 
a whole. High levels of population growth make it more difficult to provide 
health services, since just to maintain current levels of access, the health 
system has to grow at the same rate as the population (Crenshaw, Ameen 
and Christenson, 1997). High population density is now also associated 
with higher life expectancy, whether because of better access to health 
services, or selection of healthier people into urbanizing migrant streams 
(Cutler, Deaton and Lleras-Muney, 2006; Dye, 2008). This urban advantage 
is a relatively new phenomenon. Prior to investments in public health 
infrastructure, there was an “urban penalty” (Szreter and Mooney, 1998). 
Fertility levels in general are negatively associated with life expectancy, 
mainly because of the increased likelihood of higher risk births that raise 
both infant and maternal mortality, but also because of reduced spacing 
between children, which can affect child mortality (Ahmed, Li, Liu, and Tsui, 
2012; Cleland Conde-Agudelo, Peterson, Ross, and Tsui, 2012). 

Here, too, standard indicators are used. An annualized rate of population 
growth is estimated for the prior 10-year period, 2003 to 2013, using 
population estimates from the UN Population Division.4 Population density 
is the number of people in the index year per square kilometer. General 
fertility levels are captured with the period Total Fertility Rate (TFR), a 
standard measure of the average number of children per woman. 

The correlation coefficients in the third column of Table 1 confirm that 
across the sample of 170 countries — 144 for Gini — each of these factors is 
associated with life expectancy in the expected direction. Moreover, eight of 
the nine relationships are statistically significant at the 1 percent level, and 
the ninth is significant at the 5 percent level.

The initial model

Life expectancy is regressed on these nine baseline indicators in a simple OLS 
regression model. The model identifies what each country’s life expectancy 
should be, given the factors identified in Table 1.5

4 To estimate an annualized growth rate r between 2003 and 2013, the following formula is 
used: r=(ln(N(2013)/N(2003))/10, where N is population size.

5 It takes the form: E(Y|X) = α + β1X1 + · · · + βpXp  , where the series of parameters (δp) refers 
to the nine country-specific factors listed in Table 1, and E(Y|X) refers to the predicted value 
of life expectancy (population mean function) in any country, given the βs’ combined effect. 
Note that since the goal is to generate a simple predicted value given the βs’ combined effect 
rather than identify the true value of any single variable’s effect on life expectancy, collin-
earity is ignored.
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Appendix Table 3 presents two sets of regression estimates from this 
model. Model 1 includes all nine variables and is estimated on a sample 
of 144 countries. Model 2 does not include the Gini coefficient — missing 
for some countries — so uses the eight other variables and is estimated 
on the full 170 country sample. Substantively, results are almost identical. 
Equally important for the purposes of this research, in both models more 
than 80 percent of the variability in life expectancy across these countries is 
explained by these variables.6

After running these models, the deviation (d) of any given country from 
the expected level is calculated:

d = y – E[Y]

where y indexes the country’s actual life expectancy, and E[Y] the model’s 
predicted value.

There are two things to note in order to interpret d correctly. First, where 
d>0, a country’s actual life expectancy in 2013 exceeded their predicted life 
expectancy, given the nine characteristics in the model. In other words, that 
country is doing better than expected. By extension, the higher the positive 
value of d — the further it gets from 0 — the better a country is doing, given 
those characteristics. In contrast, the higher the negative value of d, the 
worse a country is doing, given those characteristics.

Second, even though more than 80 percent of the variation in life 
expectancy is explained by these nine variables, high values of d suggest that 
some other factor(s) needs to be included in the model to explain more of 
the variation (this would reduce d), especially for countries with high levels 
of d, that is, high levels of deviation from the expected line. This issue is 
examined in the final set of analyses.

Baseline results

To identify how well or badly countries are doing, they were ranked by d. 
Figures 1 and 2 present parts of these rankings. Figure 1a limits its attention 
to 32 “excellent performers” among the 170 countries in the main sample. To 
be an “excellent performer” a country has to meet two criteria. First, actual  

6 Although high levels of collinearity mean that it is too risky to infer too much about the 
value of the individual parameter estimates, they are worth noting. In both models, there are 
significant positive associations between life expectancy and prior health spending as well as 
the population’s level of education. There is also a significant negative association with total 
fertility rates.
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life expectancy in 2013 exceeds their predicted life expectancy by at least 
3 years (d>3). Second, actual life expectancy has to be at least 60 years. The 
idea here is that irrespective of how much a country’s actual life expectancy 
exceeds its predicted level, that country cannot reasonably be considered an 
“excellent performer” if its life expectancy falls below a certain threshold, 
set here as the bottom 15 percent of countries.  

Figure 1b presents the same rankings for the subset of 34 OECD countries. 
This includes most — but not all — low mortality countries.

From an Israeli perspective, the rankings presented in Figures 1 and 2 are 
remarkable. The actual level of life expectancy in Israel is 6.3 years more 
than it “should” be, given the characteristics used in our baseline model. 
This excess is even higher — 7.2 years — in models without a control for 
inequality, allowing for the full sample of 170 countries. In both cases, Israel 
is not only the top-ranked “positive outlier” in the OECD — much higher 
than its closest rivals Japan, Chile, Italy, and South Korea — it is also the 
second-ranked positive outlier in the world, just behind Samoa. Within 
the framework of this model, then, which explains more 80 percent of the 
variation in life expectancy across countries, Israel is one of the best health 
performers in the world.

There are other notable results in this model. First, Figure 1a shows 
that a disproportionate share of the 32 excellent performers are located in 
Southeast or East Asia (including the Pacific Islands) or Latin America; that 
there is only one European representative (Italy); and that the few countries 
from sub-Saharan Africa in this list includes countries like Senegal, Ethiopia 
and Tanzania that have long been popular with development specialists.

Second, among the OECD countries, the United States ranks bottom in 
terms of its actual versus expected life expectancy. Given the factors that are 
in the model, life expectancy at birth in the US is 4.1 years less than it should 
be. Note, too, that this is not only because of more health spending per 
capita in the US (which would raise the expected levels of life expectancy). In 
models that do not control for health spending per capita, the US remains 6th 
from the bottom among the 34 OECD countries. The factors driving down US 
life expectancy have been widely discussed. The key culprit is the enormous 
variability in access to quality health care, especially across race and class 
lines, though this is compounded by differences in diet, substance abuse and 
other behavioral factors (Murray et al., 2006). Indeed, life expectancy among 
whites with less than a college-degree has actually been falling over the last 
20 years (Sasson, 2016).
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Figure 1a. A ranking of the difference between predicted and 
actual life expectancy
Actual exceeds predicted by more than 3 years, all countries, in years

Source: Alex Weinreb, Taub Center.  
Data: World Bank, World Development Indicators; WHO.
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Figure 1b. A ranking of the difference between predicted and 
actual life expectancy
OECD countries only, in years

Source: Alex Weinreb, Taub Center.  
Data: World Bank, World Development Indicators; WHO.
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The stability of Israel’s deviation across time

Data from the Israeli Ministry of Health show rapid improvements in Israel’s 
mortality profile rate between 1999 to 2001 and 2008 to 2010. Among men, 
for example, mortality from cerebrovascular diseases fell by 33 percent; it 
fell by 31 percent for cardiovascular diseases; and by 17 percent for diabetes. 
Among women, the equivalent reductions were 27 percent, 27 percent and 
17 percent (Goldberger, Aburbeh and Hakla’i, 2013: 17).

These reductions raise the possibility that Israel’s outlier status may be 
a recent phenomenon. To check whether this is the case, the same analysis 
of life expectancy was replicated using data from 1990 and 2000, changing 
the reference dates of predictor variables accordingly. The one difference 
between these models stems from the fact that comparative data on health 
spending, secondary school enrollment and Gini coefficient are not available 
for the 1980s for more than 60 countries. To maintain consistency across 
the models, a more restricted set of five explanatory variables was used, 
which limits the analysis to 130 countries. Even with that constraint, the 
models explain between 76 percent and 79 percent of the variability in 
life expectancy in all three periods. Summary results are in Table 2 (full 
regression results are in Appendix Table 4).

Table 2. Israel’s predicted excess life expectancy in 1990,  
2000 and 2013
With associated OECD and global rank (N=130)

1990 2000 2013

Deviation (d) of Israel’s actual life expectancy 
from predicted mean (measured in years)

3.80 5.85 6.96

Israel’s international ranking relative to:

OECD subsample (N-34) 1st 4th 2nd

Global sample (N=130) 22nd 39th 4th

Model R2 0.805 0.790 0.810

To allow comparability across the 1990-2013 period, regression estimates do not control for health 
spending, secondary school enrolment or Gini coefficient. Full regression results for all three years in 
Appendix Table 4.

Source: Alex Weinreb, Taub Center.  
Data: World Bank, World Development Indicators; WHO.
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Overall, from an Israeli perspective, we see important similarities across the 
three periods. In all three periods, 1990, 2000 and 2013, Israel is one of the 
top countries in the OECD in terms of the deviation between its actual and 
predicted level of life expectancy. Yet we also see an improvement in its 
broader international ranking across the 130-country sample. Its excess life 
expectancy increased from 3.80 years in 1990 to 5.85 in 2000 and 6.96 years in 
2013, moving it from 22nd to 4th place across that 23-year period. 

The 2013 results observed in Figures 1 and 2 are not a one-off. For at least 
20 years, Israel’s life expectancy has been higher than we would expect given 
its levels of wealth, education, inequality, health system characteristics, and 
general demographic profile. Moreover, this difference between the actual 
and predicted life expectancy has been growing. Some other factor, or 
factors, are driving up Israel’s life expectancy, relative to other countries.

2. What are the other factors?

Three points have been established thus far:

1. Israel’s life expectancy is very high by international standards, 
especially for men.

2. Israel’s life expectancy is higher than we should expect, given its 
levels of wealth, education, health system characteristics, and general 
demographic profile. These standard factors may explain more than 80 
percent of the variation in life expectancy in general, but the magnitude 
of Israel’s deviation from the predicted line suggests that other factors 
are at work in Israel’s case.

3. Israel’s positive outlier status is not specific to 2013 — it was also true in 
1990 and 2000 — though it is most notable in the latest year.7 

A single overarching question emerges from these four points: how can 
we account for Israel’s excess life expectancy? In practical terms, this is 
equivalent to: what are the other factors that could be included in the model in 
order to explain Israel’s deviation? In statistical terms, this is equivalent to as 
asking: what are the factors that will pull the value of d toward zero?

7 Note, too, that Israel’s positive outlier status is also not an artifact of the way we have 
selected to measure this phenomenon. As shown in Appendix 5, changes across time in the 
standard factors used to explain variation in life expectancy account for less than 10 percent 
of Israel’s excess life expectancy.
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In a second series of models, three groups of factors are added. The first 
describes the countries’ geographic characteristics or endowment. As seen 
in Figure 1a, the excellent health performers are disproportionately coastal 
countries. This is consistent with an emerging scientific literature pointing 
to health benefits of living by the sea, especially for more socioeconomically 
distressed communities. Hypothesized mechanisms work both through 
biological factors (exposure to the sea reduces stress, more time outside 
means more absorption of Vitamin D) and behavioral factors (more 
moderate and regular physical activity, a diet that is richer in fish than 
red meat) (Buettner, 2012; Wheeler, White, Stahl-Timmins, and Depledge, 
2012). In addition, the excellent performers are also closer to the equator 
than to the extreme northern or southern hemispheres. Among the top 10 
performers in that list, Israel is the only country not within 20 degrees of 
the equator, and among all the top 32, none are more than 40 degrees from 
the equator (though less inhabited sections of southern Chile and northern 
Japan do exceed this line). There is some indication, therefore, that in terms 
of population health, being closer to the equator — in the range of latitudes 
where human populations first evolved — has a discrete health dividend. 8 

To capture the potential effects of these geographic characteristics on life 
expectancy, two new variables are included in the model: the percentage of 
the population that is within 100 km of the sea; and whether the geometric 
mean of the country is more than 45 degrees latitude from the equator. 
These variables are adapted from a country-level dataset used by Nunn and 
Puga (2012). 9 

A second group of factors is related to religiosity. There is an established 
and growing literature on the positive effect of religiosity on health at the 
individual level in both developed and developing countries (Hummer, 
Rogers, Nam, and Ellison, 1999; Trinitapoli and Weinreb, 2012). In Israel, in 
particular, Taub Center researchers have already shown that life expectancy 
is higher than expected — given socioeconomic characteristics — in 
municipalities with a larger percentage of Haredim, that is, ultra-Orthodox 
(Chernikovsky and Sharony, 2015, p. 438). They have argued that given  

8 This is at odds with the impact of this type of geographic endowment on economic 
development — the most economically advanced countries tend to be somewhat further from 
the equator — though there has been some debate about causation, since much of this effect 
works through the quality of the “institutions” that facilitate underlying social and economic 
change (Easterly and Levine, 2003; Rodrik, Subramanian and Trebbi, 2004).

9 We also checked the effect of and “percentage of the country that is desert” and “percent-
age that is tropical.” These had no net effect on life expectancy.
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the relatively low access to organizations that explicitly promote healthy 
behavior in Haredi areas, these better-than-expected health outcomes are 
primarily the product of social capital in the Haredi community, especially 
high levels of psychosocial support. Other researchers have identified lower 
rates of smoking and a healthier diet in Israeli (Jewish) religious communities, 
even as they point to higher rates of childhood obesity and lower women’s 
exercise, indicating future reductions in religious communities’ health 
advantage (Shmueli and Tamir, 2007).

Since there are no religiosity data available for such a large sample of 
countries, religiosity is captured indirectly here using data from the 2007 
to 2012 waves of the Pew Research Center’s Global Restrictions on Religion 
Data.10 

A third group of factors has to do with mandatory military service. Of 
the four countries with the highest male life expectancy in the world (WHO 
estimates), only Iceland does not have mandatory military service. The three 
others, Israel, Switzerland and Singapore, all have universal conscription 
with relatively high quality military training and an ongoing commitment 
to the military that lasts into men’s 30s or 40s, depending on country, rank 
and task. In Israel, women also perform mandatory service.

Similarly, of the five excellent performers in the OECD listed in Figure 1b 
Israel and South Korea have relatively long periods of mandatory service, 
32 and 24 months in Israel for men and women respectively, and 21 to 36 
months — depending on one’s service — in Korea. Italy, too, had conscription 
and a short military service until 2005, and Chile officially retains the right 
to conscription, though it is only enforced when there are an insufficient 
number of volunteers to fill the training slots (as occurred in 2011).11 In 
short, out of these top five, only Japan has not had any form of conscription 
over the last 30 years.The central point here is that even if a relatively large  

10 Using principal components analysis, a single indicator of country-level religiosity was 
constructed out of the following six variables: are government funds or other resources 
made available to: religious groups in general; for religious education programs and/
or religious schools; for religious property (e.g., buildings, upkeep, repair or land); or for 
religious activities other than education or property? Do all religious groups receive the 
same level of government access and privileges? And does the country’s constitution or basic 
law recognize a favored religion or religions? The higher a country’s score on this index 
of religiosity, the more religious it is in terms of national orientation. Note that using this 
variable would be problematic if the analysis was focused on individuals, since there is a clear 
danger of ecological fallacy. In the case, however, the focus is on aggregate national-level 
outcomes, meaning that danger is irrelevant.

11  See “Chilean military in mass call-up” (https://www.theguardian.com/world/2011/
oct/18/chilean-military-mass-call-up).
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minority of Israel’s and South Korea’s population avoid military service,12          

a large share of the population in these countries goes through a period of 
intensive physical exercise in their late teens and early 20s, and certainly 
a larger share than in countries without conscription. Moreover, for many 
people in these countries, the period of intensive exercise begins before 
actual military service, in the last years of high school, as prospective 
conscripts prepare for military service in a desirable unit. Finally, repeated 
duty in the military reserves into people’s 40s seems likely to maintain 
somewhat higher fitness in the population as a whole than would be the 
case absent such service. Prior research has also shown that reserve duty 
can serve as a “stress-relieving get-away . . . akin to vacation” (Etzion, Eden 
and Lapidot, 1998).

To capture these potential effects, four variables are used. Since the 
health effects of exercise affect mortality decades down the line, all deal with 
mandatory military service in 1990. Given the standard post-high school age 
of conscription this would mean looking for health effects of military service 
on people older than 40 in 2013. 

The first of three military variables is dichotomous. It simply identifies 
countries with any form of mandatory military service in 1990. The second 
identifies the length of mandatory military service, measured in months. 
Both of these variables are derived mainly from War Resisters International, 
a UK-based organization that focuses on military service, with some 
supplemental information from GlobalSecurity.org and Wiki pages on each 
country’s military. 

A third variable is military spending as a percentage of GDP. Collected 
by the Stockholm International Peace Research Institute (SIPRI) Yearbook, 
these data are part of the World Bank’s World Development Indicator’s 
database. Since the models already control for GDP per capita (both linear and 
quadratic terms), this variable is more an indicator of a government’s overall 
commitment to the military, and therefore its quality, given the overall level 
of national wealth: it allows us to look at the effects of mandatory military 
service after having controlled for the level of investment in the military. 

The fourth variable takes this a step further. It is an interaction term 
between military spending as a percentage of GDP and the duration of 
military service. This is as an indicator of total societal investment — time 
and financial resources — in the military.

12 In Israel, 73 percent and 58 percent of men and women of conscript age were drafted in 
2015 (http://tinyurl.com/h3xgn8g).
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How much do these other factors explain Israel’s excess 
life expectancy?

In a series of five models, each of these variables is added to the baseline 
model used to generate Figures 1 and 2. Selected summary results are 
presented in Figure 2a, with full results based on analyses of a 133-country 
sample available in Appendix Table 6.

Model 1 replicates the baseline model used to generate Figures 1a and 1b 
but with the 133-country sample. As depicted in Figure 2a, this marginally 
increases the estimated size of Israel’s deviation from the predicted life 
expectancy from 6.9 to 7.51 years, but Israel’s ranking within the OECD 
remains the same, and globally it falls from 2nd to 3rd place.

Model 2 adds two geographic controls to the baseline model: the 
percentage of the population that lives within 100 km of an ice-free coast; and 
whether the geometric mean of the country is more than 45 degrees latitude 
from the equator. These have the expected positive and negative effects, 
respectively, on life expectancy, both of which are statistically significant. 
Together, they raise the model R2 to 83.2 percent. Most important for the 
purposes of this chapter, adding these variables reduces Israel’s estimated 
deviation from the predicted line from 7.51 years in the baseline model to 
5.38 years. Although it remains at the top of the ranking within the OECD, it 
slips down the ranking to 4th place in the full sample.

Model 3 adds the level of state support for religion. As expected, this also 
has a positive effect on life expectancy and on the model. The R2 rises to 84.2 
percent. Israel’s deviation slips a little further to 3.65 years, which pushes 
Israel’s ranking down to 4th place in the OECD (trailing Sweden, Estonia and 
Slovenia) and 20th place in the 133-country sample. The combined effects 
of geographic endowment and religiosity characteristics on deviation from 
predicted life expectancy within the OECD countries are shown in Figure 2b.
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Figure 2a (Model 1). A ranking of the difference between 
expected and actual life expectancy, 2013
Across model specifications of standard of living and health status of the 
country and the population, in years

Sample of 133 countries. The countries presented here have the highest life expectancies.

Source: Alex Weinreb, Taub Center.  
Data: World Bank, World Development Indicators; WHO; Pew Research Center’s Global Restrictions on 
Religious Data.
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Fig 3A

Data: WHO, Global Health Observatory; Nunn and Puga (2012); Pew 
Resarch Center’s Global Restrictions on Religion Data.
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Figure 2b (Model 3). A ranking of the difference between 
expected and actual life expectancy, 2013
Across model specifications of standard of living and health status of the 
country, population and geographic characteristics, and level of religiosity, in 
years

Sample of 133 countries. The countries presented have the highest life expectancies.   
Source: Alex Weinreb, Taub Center.  
Data: World Bank, World Development Indicators; WHO; Pew Research Center, Global Restrictions on 
Religious Data, War Resisters International; SIPRI Yearbook.
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3. The influence of military service on life 
expectancy

Model 4 adds the control for military spending as a percentage of GDP and the 
dichotomous measure of any mandatory military service. There is a strong 
positive effect: net of all other variables in the model, a country with any 
mandatory military service in 1990 enjoyed 1.47 years higher life expectancy 
in 2013. Even with this strong effect, however, the model R2 creeps up only 
marginally to 84.7 percent, and the deviation in Israel’s life expectancy falls 
by only 0.7 years, pushing Israel’s ranking to 5th place in the OECD and 21st 

place in the 133-country sample.
Model 5 substitutes length of mandatory military service, measured in 

months, for the dichotomous indicator. Although its effect is not statistically 
significant in itself, is has a stronger substantive effect on the deviation in 
Israel’s life expectancy, reducing it to 2.38 years. This pushes Israel to 6th 

place in the OECD in terms of its deviation from predicated life expectancy, 
and 26th place in the 133-country sample.

The final Model 6 substitutes the interaction term between military 
spending and length of service. As shown in Figure 2c, this has by far the 
strongest effect of any of the military variables. The estimated coefficient is 
0.008, which suggests that among the 10 countries with a score in excess of 
100 on this variable, the gains to life expectancy should exceed 12 months. 
In Israel, in particular, the effect is very powerful. Israel’s score on this 
variable is 527.3, implying a gain of 42 months in Israeli life expectancy. Not 
surprisingly, this model transforms the magnitude of Israel’s deviation from 
the expected life expectancy. Israel’s predicted life expectancy plummets by 
more than 3.5 years, from 3.65 years (Model 3, includes controls for baseline, 
geographic and religious characteristics) to 0.07 years (Model 6). In other 
words, this single variable explains — in statistical terms — the remainder 
of Israel’s excess life expectancy. In so doing, in terms of the deviation 
rankings, this variable pushes Israel from 4th in the OECD to 22nd, and from 
20th to 70th place among all 133 countries.
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Figure 2c (Model 6). A ranking of the difference between 
expected and actual life expectancy, 2013
By basic characteristics, calculation includes the interaction between length of 
military service and percent of military expenditure in GDP, OECD countries, 
in years

Data on the average length of military service is not available for all countries.  
Source: Alex Weinreb, Taub Center.  
Data: World Bank, World Development Indicators; WHO; GlobalSecurity.org; War Resisters International.
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Other evidence supporting a positive effect of military 
service

The positive public health effects of religiosity and certain types of geographic 
characteristics are well known and documented. There is an established 
scholarly literature on both. In contrast, to the best of our knowledge, there 
is no scholarly literature whatsoever on the positive public health effects of 
military service. Some additional evidence is therefore presented in order 
to strengthen the claim that this is a real effect, that is, that the indicator of 
mandatory military service used here is not indirectly tapping some other 
unobserved factor.

The first type of additional evidence focuses on the main mechanism 
linking military service to health: the effects of exercise. Cause-of-death data 
were taken from the Global Burden of Disease (GBD) project to see whether 
Israel’s health advantage is associated more with diseases that are affected 
by exercise, than with diseases that are not affected by exercise.13 All major 
causes of mortality were categorized according to whether they are affected 
by exercise. For the most part, this “affected-by-exercise” category includes 
causes of death that are reduced by exercise: cardiovascular disease, 
cerebrovascular disease and certain types of cancer identified by Moore 
et al. (2016): esophageal; liver; lung; kidney; colon; rectal; bladder; and, 
breast. In one case — malignant melanomas — this “affected-by-exercise” 
category refers to something that is positively associated with exercise. 
Arrayed against these desirable exercise-related effects is the “not-affected-
by-exercise” category, which includes lower respiratory infections and the 
following types of cancer, again based on Moore et al. (2016): brain; cervical; 
gallbladder; Hodgkin lymphoma; larynx; leukemia; oral; nasopharynx; 
neoplasm; lymphoma (non-Hodgkin); ovarian; pancreatic; stomach; 
testicular; thyroid; and uterine.14

13 GBD data provide “a unique comprehensive framework to systematically assess national 
trends in age-specific and sex-specific all-cause and cause-specific mortality” (GBD, 2013). 
They are the most authoritative source of comparable data on mortality currently available.

14 We intended to also use Alzheimer/dementia and diabetes in this comparison, since these 
are the other major causes of death in low mortality developed countries. We did not use 
them, however, since there are notable and inexplicable differences in Israel’s international 
ranking between the GBD estimates and other authoritative estimates. Specifically, according 
to GBD data, Israel is 32nd out of the 36 countries in our OECD-plus-two-sample, giving it one 
of the worst records. Yet according to data from the Israeli Ministry of Health, Israel has the 
6th best (i.e., lowest) rate of dementia among a similar sample of 20 European countries, the 
USA and Canada. Likewise, in both GBD and Israel’s Ministry of Health (MOH) data, Israel has 
one of the highest levels of diabetes in the OECD. Yet the authoritative International Diabetes  
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These causes are summarized by category in the first column of Table 

3. The remaining columns look at how Israel is faring on these diseases 
relative to the other 35 countries in the OECD plus Singapore and Taiwan 
— referred to here as an “OECD-plus-two club” — by presenting Israel’s age-
standardized mortality rate and international ranking, by disease and sex.15

Table 3. Age standardized mortality rates for Israel by cause and 
Israel’s rank relative to 33 other OECD countries
By whether mortality rate is directly affected by exercise, OECD countries 
include Singapore and Taiwan

Men Women

Cause of mortality Number 
per 100,000

OECD 
rank

Number 
per 100,000

OECD 
rank

Directly affected by exercise

Cardiovascular 146.9 2 118.1 4

Cerebrovascular 26.0 1 29.7 1

Cancers reduced by exercise (except 
melanoma)

94.4 2 73.6 9

Not directly affected by exercise

Cancers not affected by exercise 220.7 4 157.6 13

Lower respiratory infections 166.9 18 209.8 15

Cancer categorization based on Moore et al. (2016).  
Reduced by exercise includes: esophageal, liver, lung, kidney, colon, rectal, bladder, breast. Increased 
by exercise: melanoma. Not affected by exercise includes: brain, cervical, gallbladder, Hodgkin, larynx, 
leukemia, oral, nasopharynx, neoplasm, lymphoma (non-Hodgkin), ovarian, pancreatic, stomach, 
testicular, thyroid, uterine.  

Source: Alex Weinreb, Taub Center. Data: Global Burden of Disease Project. 

Federation’s Atlas ranks Israel toward the middle, just below France and Spain, and well  
below the US and Canada (IDF, 2009; MOH, 2011, p. 230). In contrast to these notable differ-
ences across sources of data, Israel’s ranking in both its own MOH data and the GBD databases 
is identical in terms of cardiovascular diseases (2nd) and cancers (4th), and highly similar in 
cerebrovascular diseases (it ranks in the top five countries in both GBD and MOH data). We 
therefore restrict our attention to the latter, which are also the leading causes of mortality.

15 Note that because these “age-standardized rates” take into account variation in age 
structure across countries, they should not be used to look at the actual prevalence of a given 
condition. Their primary function is to allow for a meaningful ranking across populations.
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Results are consistent with expectations. Across this sample of 36 
developed countries, Israel ranks higher — that is, it does better — on 
causes of mortality that are affected by exercise. Among men, it ranks either 
first (cerebrovascular diseases) or second (both cardiovascular diseases 
and cancers affected by exercise). But it ranks 4th in cancers not affected 
by exercise, and 18th in lower respiratory infections (LRIs) (including 
pneumonia). Among women, too, there are differences, albeit not quite as 
impressive. Israel is tied for first (with Canada) on cerebrovascular disease, 
4th in cardiovascular disease and 9th on cancers affected by exercise. Yet it 
ranks 13th on cancers not affected by exercise, and 15th on LRIs.

More support for the idea that universal military service has positive 
public health effects comes from looking at different mortality patterns of 
Israeli Jews and Arabs. The very low rates of military service among Arab 
Israeli men would lead us to expect higher rates of cardiovascular disease 
in that population.16 Data from the Israeli Ministry of Health (MOH, 2011) 
confirm that this is the case. There is much higher diagnosis of cardiovascular 
disease among Arab Israelis than Jews (Figure 1b), and the age-standardized 
mortality rate from cardiovascular disease is also much higher, with the 
largest relative difference between ages 50 and 69 (Table 2, p. 143).  Similar 
differences in rates of diagnosis and age-standardized mortality can be found 
in type 2 diabetes: in the early 1980s, it was low among both Arab Israelis and 
Jews. Since then, it has increased for both, but at a much higher rate among 
Arab Israelis (MOH, 2011, pp. 228-229, 233).17 

These Jewish-Arab differences in cardiovascular disease and diabetes 
stand in sharp contrast to differences in cancer. For both men and women, 
the age-standardized incidence of cancer in the Arab Israeli population is 
lower, though it is slowly converging to that of Israeli Jews (Figure 3, p.171), 
and the age-standardized rate of mortality from cancer is similar among 
males (Figure 10, p.182).

16 Unfortunately, available data do not distinguish Druze from Arabs so they are combined 
here. If anything, this should reduce the magnitude of the Jewish-Arab difference, since 
Druze, who serve in the army in large numbers, should enjoy the same health benefits of 
military service as their Jewish counterparts.

17 Though the increasing prevalence of diabetes is a global phenomenon that threatens to 
slow or even reverse some gains in life expectancy (Olshansky et al., 2006), it has increased 
very rapidly in the Arab Israeli community, making them part of a wider Middle Eastern 
cluster of high diabetes societies (GBD, 2013).

State of the Nation Report: Society, Economy and Policy 2016460460



A third layer of support for our hypothesis comes from looking at gender 
differences in life expectancy. Across the OECD, women outlive men by an 
average of 5.5 years. If large-scale mandatory conscription positively affects 
public health, but its effects are concentrated primarily among men —
women’s mandatory service is shorter, and fewer women do combat training 
and reserve duty — then there should be a smaller gender gap than is the 
norm in high life-expectancy countries. This is, in fact, the case. Alongside 
Iceland, Israel has the smallest gender gap in life expectancy in the OECD, a 
mere 3 years. 

A fourth and final layer of support for this argument can be found in 
comparative data on levels of exercise among children. A 2011 report on 
health in Israel published by Israel’s Ministry of Health (MOH) devotes a 
chapter to physical activity, comparing Israel to 41 other countries that 
participated in the 2006 Health Behavior in School Aged Children (HBSC) 
project (MOH, 2011, pp. 347-358). These HBSC data show that Israeli children 
are among the least physically active among their peers. Assuming that 
children’s exercise patterns in Israel have changed no more than over the last 
50 years than they have in other countries, Israel’s excellent cardiovascular 
benefits at older ages are therefore much more a product of exercise beyond 
childhood. That begins with military service.

4. Alternative explanations

Three potential additional explanations for Israel’s outlier status should 
also be mentioned and discounted. The first is diet. The lack of comparable 
data on diet across our sample of countries means that its effects on life 
expectancy cannot be tested directly in the way that we have tested 
the effects of other factors like wealth, education, geographic location, 
and military service. Even without those data, however, a diet-centered 
hypothesis fails a basic face-validity test. It makes little sense to suggest that 
the Israeli diet is the secret to Israel’s higher life expectancy since Israel 
shares dietary characteristics with many Mediterranean and Middle Eastern 
countries whose life expectancy is lower. Moreover, where it deviates 
from the relatively healthy Mediterranean diet, it tends toward a heavy 
reliance on animal fats, proteins and salt, none of which are associated with 
longevity. Diet, therefore, does not seem to be driving Israel’s exceptional 
life expectancy.
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A second alternative explanation is related to the better-than-expected 
health characteristics of Israel’s Haredi sector, or religious sector in general, 
summarized earlier. Yet these subpopulations’ health cannot explain Israel’s 
overall deviation from its predicted life expectancy. First, at least a portion 
of that religious effect is captured by the religiosity variable that is already 
in the model. Second, any additional effect would be minimal since the 
Haredi community’s young mean age means that its contribution to Israel’s 
national mortality profile — which is concentrated at older ages — is minor. 

The final alternative builds on an established empirical finding in historical 
demography: over the last 150 years, Jews in Western countries have tended 
to live longer than non-Jews (Fauman and Mayer, 1969; Goldstein, Watkins 
and Spector, 1994; van Poppel, Schellekens and Liefbroer, 2010). This more 
general Jewish advantage — rooted in behavioral factors, social isolation, and 
greater access to health system — suggests that the effect of military service 
on Israel’s life expectancy seen here is actually capturing a broader ethno-
cultural pattern. Again, as promising as this argument sounds initially, it 
cannot explain the pivotal results of this analysis: a statistically significant 
positive effect of military service on life expectancy across a sample of 
133 countries (Models 4 and 6 in Appendix Table 6). Jews, therefore, are 
not driving this phenomenon. Military service is driving it, irrespective of 
populations’ ethno-religious characteristics.

Summary and conclusions

The question posed at the beginning of this chapter asked why Israel’s life 
expectancy is so high. In a series of analyses, it has been demonstrated that 
it is much higher than one would expect given its health infrastructure, 
socioeconomic and demographic characteristics, and geographic location. 
It has also been shown that this is not a new phenomenon. Although Israel’s 
“excess” life expectancy has grown over the last 20 years, Israel has been a 
better-than-expected health performer since at least 1990.

A further set of analyses suggest that the most important factor underlying 
Israel’s higher-than-expected life expectancy is mandatory military service. 
In regression models, net of all other controls, it alone explains more 
than 3 years of this excess, far more than indicators of Israel’s geographic 
endowment and religiosity.

This is an important finding for at least three reasons. First, this is a very 
large effect. To place it in perspective, epidemiological models suggest that 
the total elimination of smoking in the US would add between 1 and 2 years  
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to life expectancy (Silverstein, Nietert, Zoller, and Silvestri, 2001; Stewart, 
Cutler and Rosen, 2009). Likewise, in models estimated here, it has been 
shown that the combined effect of distance from the equator and percentage 
of population living close to the sea was between 2 and 3 years (Table 3, 
Model 3). That is, the positive impact of military service in Israel today is 
at least as great as the estimated effect of ending smoking, and it is roughly 
equivalent to having been blessed with a healthy geographic location. That 
is significant. 

Second, the contribution of mandatory military service has not yet been 
acknowledged in either the general scholarly literature on health, or in 
publications on the determinants of health in Israel. To some extent, this 
is not surprising. The scholarly literature on health is driven by research 
paradigms developed in the US and Western Europe, where only a small 
minority of citizens serve in the military and where, therefore, there is little 
reason to think that military service would have any direct effect on public 
health.18 This research highlights the problem that can occur when that 
epistemologically limited line of sight is applied to Israel or other settings 
— where mandatory military service is a pivotal stage in the life course, and 
where it occurs at the very age at which sport and physical activity become 
an optional pastime for people in most OECD countries. The global approach 
adopted here is more context-sensitive in general. But it is particularly 
sensitive to life course patterns in Israel. 

Ironically, even official Israeli Ministry of Health publications overlook 
the possible effect of military service. The 491-page 2011 report on health 
in Israel published by the Ministry of Health (MOH) is an example. It 
devotes a chapter to physical activity (MOH, 2011, pp. 347-358) that includes 
comparisons between Israel and a number of Western countries in terms 
of physical activity for both school-age children and adults above age 21 
— inexplicably leaving out the core ages of military service. Nowhere in 
that chapter — or any other in the report — is there any mention of the 
relationship between military service and health.19 

18 An example: across eleven substantive chapters in a highly-regarded collection of 
scholarly essays on the effects of general social and economic policy on health in the US 
(Schoeni et al., 2008), there is no mention of the relationship between health and military 
service.

19 The army is only mentioned twice in the 491 pages: a reference to the prevalence of asth-
ma among new conscripts born in Israel, Ethiopia and the former Soviet Union (p. 239), and a 
reference to sexual harrassment (p. 402). 
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The third reason that our research is important follows from the first two. 
Even if the contribution that mandatory military service makes to public 
health is an unintended benefit of military service, it needs to inform future 
policy decisions in Israel. There are at least two ways in which this could 
occur. 

First and foremost, by lowering the incidence and impact of the many 
diseases that are reduced by intensive exercise, the military saves the state 
an unknown — but likely significant — amount of money both directly and 
indirectly. Directly, in terms of the cost of treatment of conditions that 
arise less frequently because of military service; and indirectly, in terms of 
reducing sick days and associated productivity issues. Health economists 
can estimate the dollar-value of these savings. Here, it will suffice to say that 
any discussion about reducing the duration of mandatory military service, 
or switching from a “people’s army” to a professional military, needs to take 
into account the loss of any long-term health benefits associated with the 
current model. In the simplest terms, some portion of every dollar spent 
on mandatory military service goes toward public health. It is a quiet 
investment. In turn, this suggests that future versions of plans like the MOH’s 
2005 “To a Healthy Future 2020” — intended to improve the health of Israel’s 
population — need to take into account health-related benefits of military 
service and even build on them, especially in their focus on physical activity 
(see MOH, 2011, p. 357). No other institution in any developed country can 
push as many young adults through as intensive a series of physical exercise 
as the military.

This idea — that societies can promote public health and push the 
boundaries of “best-performance life expectancy” (Oeppen and Vaupel, 
2002) by investing in institutions that have no overt relationship to health —
takes us into the heart of a longstanding debate in the scholarly literature on 
health. A dominant view, especially within health economics, is that mortality 
reduction in developed countries in the last 80 years has been primarily 
affected by “. . . big medicine, starting with vaccination and antibiotics, 
and moving on to the expensive and intensive personal interventions that 
characterize the medical system today” (Cutler, Deaton and Lleras-Muney, 
2006, p. 106). In this framework, “public health” — referring especially to 
investments in clean water, effective sewage systems, and health behaviors 
— played its major role from the late 19th century until the 1930s. 

Other social science scholars of health, especially demographers and 
sociologists, have taken issue with this characterization. They point to the 
flat part of the Preston curve (Preston, 1975) — above a certain level of 
national wealth, there is no relationship between wealth and life expectancy  
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— which means that any variability in life expectancy above that level must 
be generated by other factors. Typically, those scholars have focused on the 
effects of poor educational opportunities, or limited geographic and social 
mobility, arguing that to improve a public’s health in societies above the 
threshold, investments need to be made in solving those broader problems, 
not merely adding to the heft of an already-developed biomedical system 
(Schoeni, House, Kaplan, and Pollack, 2008; Braveman et al., 2011). 

The analyses presented here largely support this second line of thought, 
albeit with one important change. The military needs to be on that list 
of institutions through which societies can augment public health. It is 
uniquely placed to influence health. This is especially true in Israel.

Mandatory military service is not a cure-all. Even within the narrow 
analytic frame applied in this paper, there are many causes of mortality 
that even the most extensive and intensive exercise regimes does not affect, 
and cannot affect. This includes diseases on which Israel ranks very poorly 
in international comparisons. Across the OECD, for example, Israel has the 
highest mortality rate from sepsis, and among the highest mortality rates 
from kidney disease (Goldberger, Aburba and Hakla’i, 2015, pp. 44-45). No 
amount of mandatory military service will help Israel reduce mortality 
rates from these causes. More standard types of health investments will be 
needed. 

Military service will also not magically offset the undesirable health effects 
of an increasingly poor diet or physical inactivity, especially in childhood, 
as is increasingly common in many countries (Boreham and Riddoch, 2001; 
Ebbeling, Pawlak and Ludwig, 2002). An accumulating body of research has 
demonstrated how profoundly these childhood conditions can affect long-
term health (Haas, 2008; Montez and Hayward, 2014). More specific to Israel, 
there are increasing levels of childhood obesity and the rising incidence of 
both type 1 and type 2 diabetes, though as noted previously, increases in 
diabetes have been sharper in the Arab Israeli population (MOH, 2011, pp. 
228-229, 233). Mandatory military duty may come too late to moderate the 
effects of this increase.

More broadly and beyond the narrow analytic frame used here, there may 
be undesirable health-related consequences to mandatory military service 
in terms of mental health, or in terms of injuries that reduce the quality of 
life in the long-term. Those effects are not directly considered here, even if 
they cast a small indirect shadow, since they can influence life expectancy — 
for example, through suicide — even when they are not measured directly. 
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Even with these reservations, however, the unambiguous strength of 
our findings, and the fact that they describe patterns in a comprehensive 
global sample, allow us to make a number of claims with a high degree of 
confidence and generalizability:

1. Mandatory military service has a positive effect on public health in 
general, and a profound effect on public health in Israel. 

2. It is one of the secret ingredients underlying Israel’s excellent public 
health. Relative to other OECD countries, it may even be the most 
important ingredient.

3. Unless some other way can be found to get a large percentage of Israel’s 
population to engage in intensive physical activity, the longer that 
Israel can maintain mandatory service, and the more universally that 
service is enforced, the better for Israel’s future public health.
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Appendix

Appendix Table 1. Countries in main sample (N=170)

Afghanistan~M Cameroon Gambia Korea, South

Albania Canada Georgia~M Kuwait~G

Algeria Central African 
Republic

Germany Kyrgyzstan

Argentina Chad Ghana Lao PDR
Armenia Chile Greece Latvia~M

Australia China Grenada~G,~M Lebanon~G

Austria Colombia Guatemala Lesotho
Azerbaijan Comoros~M Guinea Liberia
Bahamas~G, ~M Congo Guinea-Bissau Libya~G, ~M

Bahrain~G Congo, Dem. Rep.~M Guyana Lithuania~M

Bangladesh Costa Rica Honduras Luxembourg
Barbados~G, ~M Cote d'Ivoire~M Hungary Macedonia, FYR~M

Belarus Croatia~M Iceland~G Madagascar
Belgium Cuba~G India Malawi
Belize Cyprus~G Indonesia Malaysia
Benin Dominican Republic Iran Maldives~M

Bhutan~M Ecuador Iraq~M Mali
Bolivia Egypt Ireland Malta~G

Bosnia and 
Herzegovina~M

El Salvador Israel Marshall 
Islands~G,~M

Botswana Equatorial 
Guinea~G,~M

Italy Mauriania

Brazil Estonia~M Jamaica Mauritius~G

Brunei 
Darussalam~G

Ethiopia Japan Mexico

Bulgaria Fiji Jordan Micronesia~M

Burkina Faso Finland Kazakhstan Moldova
Burundi France Kenya Mongolia
Cabo Verde Gabon~M Kiribati~G, ~M Montenegro~G,~M
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Appendix Table 1. (continued) Countries in main sample (N=170)
Morocco Paraguay Seychelles Trinidata and 

Tobego
Mozambique Peru Sierra Leone Tunisia
Namibia Philippines Slovakia Ukraine
Nepal Poland Slovenia~M United Arab 

Emirates~G,~M

Netherlands Portugal Swaziland United Kingdom
New Zealand Qatar Sweden United States
Nicaragua Romania Switzerland Uruguay
Niger~M Russian Federation Tajikistan Uzebekistan~M

Nigeria Rwanda Tanzania Vanuatu~G

Norway Samoa~G,~M Thailand Venezuela
Oman~G Sao Tome and 

Principe~M
Timor-Leste~G,~M Vietnam

Pakistan Saudi Arabia~G Togo Yemen
Panama Senegal Tonga~G,~M Zambia

~G = No data on Gini coefficient: sample drops to 144 (baseline models ) or 123 (models with  
military spending). 

~M = No data on either conscription or military spending in 1990: sample falls to 133 (without Gini) 
 or 123 (with Gini).
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Appendix Table 2. Countries/Territories not in sample (N=71)

American Samoa Greenland Papua New Guinea
Andorra Guadeloupe Pitcairn
Angola Guam Puerto Rico
Anguilla Haiti Reunion
Antigua and Barbuda Holy See Saint Helena
Aruba Hong Kong Saint Kitts and Nevis
Bermuda Korea, North Saint Lucia
Bosnia-Herzegovina Kosovo Saint Pierre and Miquelon
British Indian Ocean 
Territory

Liechtenstein Saint Vincent and the 
Grenadines

British Virgin Islands Macau San Marino
Brunei Martinique Somalia
Cayman Islands Mayotte South Sudan
Christmas Islands Monaco St. Martin (French part)
Cocos (Keeling) Islands Montserrat Svalbard and Jan Mayen 

Islands
Cook Islands Myanmar Syrian Arab Republic
Curucao Nauru Tokelau
Eritrea Netherlands Antilles Turkmenistan
Faeroe Islands New Caledonia Turks and Caicos Islands
Falkland Islands (Malvinas) Niue Tuvalu
Faroe Islands Norfolk Island United States Minor 

Outlying Islands
French Guiana Northern Mariana Islands United States Virgin Islands
French Polynesia Palau Wallis and Futuna Islands
Gibraltar Palestinian territories Western Sahara

Zimbabwe
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Appendix Table 3. OLS regression of life expectancy at 
birth (2013) on selected "baseline" parameters 
With robust standard errors

(1) (2)

Gini 
sample

Full 
sample

GDP per capita, 2013 0.00025** 5.46e-05
(0.544) (0.128)

(GDP per capita, 2013)squared -2.69e09*** -8.52e-10**
(-0.577) (-0.186)

Gini -0.0389
(-0.0410)

Physicians and beds per capita, 2000-2013: Factor -0.383 -0.252
(-0.042) (-0.028)

Mean health spending per capita, 2011-2013 0.00069 0.0012***
(0.123) (0.215)

percent secondary-school age children enrolled in school 0.0608** 0.0955***

(1990s-2000s) (0.342) (0.305)

Population growth, 2003-2013 2.164*** 0.878**
(0.342) (0.160)

Population density (person/km), 2013 0.0001 0.0004
(0.008) (0.032)

Total fertility rate, 2011-2013 -4.281*** -3.286***
(-0.714) (-0.553)

Constant 73.55*** 69.81***
0.0002** 5.46e-05

Number of countries 144 170

R2 0.817 0.796

Deviation (d) of Israel's actual life expectancy from 
predicted mean (measured in years)

6.26 7.20

Israel's international ranking All countries (life expectancy>60)                2nd 2nd

OECD countries only 1st 1st

Robust standard error in parentheses: *** p<0.01, **p<0.05, *p<0.1.

Source: WHO; World Bank, World Development Indicators; UN Population Division Database.
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Appendix Table 4. OLS regression of life expectancy at birth on 
selected parameters at three points in time 
With robust standard errors

Variable 1990 2000 2013
GDP per capita1 0.00057*** 0.00049*** 0.00046***

(0.581) (0.622) (0.936)

(GDP per capita, 2013)squared -7.36e-09*** -6.14e-09*** -4.57e-09***
(-0.426) (-0.464) (-0.584)

Physicians and hospital beds per capita2 -0.387 -0.963 -0.627
(-0.042) (-0.071) (-0.074)

Population growth rate3 2.050*** 2.232*** -0.0709
(0.270) (0.262) (-0.012)

Population density1 -0.0016*** -0.0011*** 0.0006*
(-0.073) (-0.059) (0.053)

Total fertility rate4 -4.547*** -5.356*** -3.305***
(-0.919) (-0.900) (-0.573)

Constant 77.05*** 77.83*** 75.59***
Number of countries 130 13 130
R-squared 0.805 0.790 0.810

Robust normalized beta coefficients in parentheses: ***p<0.01, ** p<0.05, *p<0.1.

1 - GDP and population density estimated from the same year as life expectancy; 2 - Physicians and beds 
per capita is the mean of the preceding 10-year period; 3 - Population growth rate covers the change in 
population over the preceding 10-year period; 4 - Total fertility rate is estimated over the preceding three 
years. 
Data: WHO; World Bank, World Development Indicators; UN Population Division Database.
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Appendix 5. A methodolocial tangent: An artifact of 
measurement?

One problem with ranking countries based on deviation from a predicted 
mean is that countries rise in the ranking if they are doing poorly on some 
parameter. Take, for example, two countries with the same life expectancy 
and equivalent characteristics on seven of the eight parameters in an 
analysis. If the eighth parameter is health spending and one country spends 
$1,000 per capita per year on health while the other spends $10,000 per 
capita per year, the country with lower spending will rank higher. The same 
point can be made about any of the other eight determinants.

A priori, it seems unlikely that Israel’s high ranking is an artifact of low 
scoring on these factors. We know, for example, that among OECD countries, 
only in Israel and Japan did health spending growth accelerate in the 2009 to 
2013 period (OECD, 2013, p. 9). 

But to make sure that Israel’s rise in the “deviant rankings” is not 
caused by drastic changes in these determinants, we regress the change in 
life expectancy between 2000 and 2013 on the change in the explanatory 
variables. In other words, we estimate how much of the change in life 
expectancy in Israel between 2000 and 2013 is driven by a shift in time-
varying factors included in the baseline model: national wealth (per capita); 
health spending (per capita); number of physicians and hospital beds; total 
fertility rate; and adolescent fertility rate. More formally, the model we 
estimate is:

ΔE[yc] = (ß1cx + Δß1cx) + (ß2cx + Δß2cx) . . . + (ßncx + Δßncx)                            (3)

where Δ indexes the change in value between 2000 and 2013, and all other 
terms are as defined in equation (1). 

Again, we estimate the country-specific deviation dc from the predicted 
change in ΔE[yc]. 

dc = Δyc – ΔE[yc]

We interpret this predicted deviation as the portion of the change in life 
expectancy that is a product of changes in predictor variables. Results show 
that 6.9 percent of Israel’s high ranking — 0.47 years out of the total 6.8 years 
of excess life expectancy — is due to changes across the five variables. Yet 
this still leaves more than 90 percent of that excess as unexplained.
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Appendix Table 6. OLS regression of life expectancy at birth 
(2013) on selected "baseline" parameters
With robust standard errors, net of baseline characteristics estimated in  
Model 2 of Table 3

Variables Model 1 Model 2 Model 3 Model 4 Model 5 Model 6

% population within 100 
km of ice-free coast 

0.0196** 0.0216** 0.0268*** 0.0236** 0.0211**

(0..009) (0.009) (0.010) (0.009) (0.009)

Country is >45 degrees 
(latitude) from equator

-2.384*** -2.818*** -2.863*** -2.647*** -2.492***

(0.836) (0.858) (0.894) (0.882) (0.861)

State supports particular 
religion, 2007

1.062*** 0.880*** 0.950*** 0.941***

(0.335) (0.330) (0.334) (0.339)

Military expenditures as 
% of GDP, 1988-1993

0.0083 0.0053

(0.075) (0.075)

Any mandatory military 
service in 1990 

1.471***

(0.691)

Mandatory military 
service in 1990 (months) 

0.0513

(0.034)

Interaction term: Military expenditures as % of GDP,
1988-1993 X mandatory military service (months), 1990

0.0082***

(0.003)

Constant 74.14*** 73.21*** 72.02*** 70.69*** 71.28*** 71.83***

(2.708) (2.688) (2.629) (2.703) (2.597) (2.524)

No. of sample countries 133 133 133 133 133 133

R-squared 0.818 0.832 0.842 0.847 0.845 0.844

Deviation (d) of Israel's 
actual life expectancy 
from predicted mean (in 
years)

7.51 5.38 3.65 2.94 2.38 0.07

Israel's international ranking in d:

All countries (life 
expectancy > 60)

3rd 4th 20th 21st 26th 70th

OECD countries 
only

1st 1st 4th 5th 6th 22nd

All models control for variables used in Appendix Table 3: GDP per capita, 2013 (linear and quadratic 
terms); physicians and hospital beds per capita, 2000-2013; mean health spending per capita, 2011-2013; 
percent secondary-school age children in enrolled in school ; population growth, 2003-2013; population 
density (person/km), 2013; total fertility rate, 2011-2013. 
Robust standard errors in parentheses: *** p<0.01, ** p<0.05, * p<0.1. 
Data: WHO; World Bank, World Development Indicators; UN Population Division Database; Nunn and Puga 
(2012); Pew Research Center, Global Restrictions on Religion Data; SIPRI Yearbook; War Resisters Interna-
tional; GlobalSecurity.org.
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