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Foreword

The past two years in Isragl can be characterized by two
opposing developments in economic and socia
processes. While the economy has been growing, the
social welfare situation, which is measured on different
scales, is not improving and, in fact, there are some
indications that it is losing ground. This is no more
apparent than in the public’s feeling as expressed in the
Taub Center Annual Public Opinion Survey and in the
“Taub Index of Social Confidence.” The Taub Index,
which is based on selected results of the survey,
measures the sense of security in individual financial and
social situation. The index has risen dlightly in the last
two years indicating an overall improvement in the
individual’s sense of security and confidence in his
economic situation. Such is the case when the population
is examined as a whole, but not when the index is broken
down into subpopulation. A comparison of the index
between those with greater than average income and
those with income lower than average shows that the
former express an increase in their social confidence,
while those in the lower income groups feel less secure

and less confident in their socio-economic future than
ever before. This feeling is supported by objective data,
like an increase in the incidence of poverty over the past
few years.

Some of this deterioration in social confidence
and the increase in poverty can be attributed to
governmental measures, and particularly to the State
budget and the extent of its influence in socia affairs.
The 2006 budget has recently been submitted to the
Knesset, and it was built as a continuation of the previous
year's budget, allowing an increase in expenditure of
only 1% of the GDP. Even if al the increase was put into
social service budget areas, though, this would do little to
counterbalance the cumulative negative effects of the
years 2002 — 2004, but thisis not the case: an analysis of
the new State budget shows that social expenditure will
be about equal to that of last year. The average per capita
expenditure will, therefore, be even lower than in recent
years. Nevertheless, it should be noted, that there have
been calls for an increase in the socia budget that would
be added during the Knesset State budget deliberations.

Under these circumstances we can expect to
continue to see an economy that is developing rapidly,



with a social system that cannot continue to provide an
answer for the needs of the weakest members of society.
Thus, for example, the health system will continue to rely
on increased patient co-payments, and if at present many
people refrain from using services due to the required
patient co-payment, the number of those abstaining will
only increase. The public health system has developed an
excellent, high-level health care organization, but the
guestion remains whether the service will actualy be
accessible to al Israglis. The achievements of the health
system are many, and despite the fact that there is room
for improvement, it is still worthy of admiration. We can
only hope that in the course of the year there will be
changes that will alow a return to the path of universal
health care.

The education system has been the center of
attention for a while and especially with the publication
of the recommendations of the Dovrat Commission. The
commission did serious work in examining the system,
its difficulties and possible solutions. Regardless of
whether one supports or opposes their recommendations,
the basic problems of the system will not be solved
without an increased effort to include children and youth

in the educational process in a way that will improve
their future integration into the economy and society.
Israel's experience shows that putting resources and
means into individual intervention programs succeeds in
advancing students and attaining the desired results.
Appropriate changes in the education system are needed
to operate supplementary programs according to the
needs of studentsin the required areas. One social service
area that has suffered serious erosion in its funding over
the past 4 years is that of transfer allowances. While it is
true that there was a need to adjust specific allowances,
across the board changes were not totally warranted. The
cancellation of some of the basic agreements, like the
linkage of alowances to relevant indices, was done
without proper professional consultations or in-depth
public discussion. The justification for the changes was
in part structural, and mostly a response to economic
forces. The latter are transitory by nature and so any
changes should have been classified as temporary. This
was not the case, though, and measures that were
responses to short-term contingencies became long-term
cutbacks regardless of changes in economic conditions
that could signal the need to reverse the cutbacks.



The following illustrated review of social and
economic affairsin Israel examines these central themes
using a series of charts and graphs. It reviews the major
aspects of the Isragli society, and unfolds the role of the
government and the individual in socia developments.
The booklet opens with an overall picture of the state
budget and the place of socia services in that budget.
Beyond the simple “shekels and agorot”, of course, a
government’s investment in social services reflects its
commitment to the welfare of its citizens, which is often
unstated. Indicators in the field of education, for
example, show that the per-pupil public expenditure has
decreased significantly since 2001 (chart 5). Long-term
this may seriously impact on the education system’s hard
earned achievements in increasing the number of
students who receive matriculation certification (chart 8).
Of particular concern are the continuing gaps between
population groups in terms of educational achievement as
indicated in charts 9 and 10.

In the field of health, see charts 14 and 15 for an
examination of the increasing role of private financing
for public heath services. Here, too, the gaps between
population groups are in evidence, as, for example, in the

varying rates of infant mortality between Jews and Arabs
(chart 17). The set of charts examining poverty (charts
22-25)  shows  differences  between  specific
subpopulations — the working poor, the elderly, and
children.

One area where there is a strong link between
economic and social factors is labor force participation.
As can be seen in the statistics presented in chart 31, the
rate of employment among the main working age group
(25 — 64 year olds) is much lower in Israel than in most
developed countries. This has numerous implications and
repercussions on many levels — societal, economic, and
individual. Several charts examining this issue close the
set of social economic indicators.

These charts provide a clear review of the variety
of factors that comprise the social and economic situation
in Isragl asthe name of this publication indicates.

Yaakov Kop
Jerusalem
November, 2005



The distribution of the State budget

Total budget: 298 billion NIS, 2005

Social services
35%
Debt servicing
31%

Defense
17%

Other
17%
chart 1



The division of the social service budget

Personal
social Other Income
services 10% maintenance
5% 38%
Health
16%

Education
31%

chart 2



Average per capita social expenditure:
a continuous decline since 2001
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Average per capita expenditure on transfer
payments: the decline has continued

NIS thousand, 2004 prices
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Average government expenditure per pupil on
education: adownward trend since 1996

NIS thousand, 2004 prices, current budget

1989 1991 1993 1995 1997 1999 2001 2003 2005
chart 5



Household expenditure on education and culture:
expenditure in the top quintile is 5 times that of the lowest
quintile

Monthly expenditure per standard person on education
and culture, NIS, 2003

Income quintiles

chart 6



The population’s level of education: Israel
ranks high compared to most other countries

Percent with post-secondary or tertiary education,
25-64 year old age group
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High school matriculation over time: a continuous
increase, although still only half receive certification

Matriculation certification, percent of 17 year olds

1965 1973 1980 1990 2004
chart 8



Matriculation certification by population group:
major gaps in achievement between Jews and Arabs

Matriculation certification, percent of 17 year olds

Jews
Arabs

1990 2004

chart 9



Enrollment rates at universities: differences
between population groups

Ages 20-29, percent

1990 1996 2004
Jews 8.0 9.8 9.9

Israeli born by ethnic origin

Israel 14.0 14.8 11.7

Asia-Africa 3.9 5.8 6.7

Europe-America 14.2 15.1 13.4

Arabs 1.7 2.0 3.1
chart 10



Enrollment rates in educational frameworks:
gaps especially in younger age groups
Percent of age group, 2004
Arab education Age Jewish education
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Inactive youth: Israel in comparison to other Western

countries

Youth who are neither employed nor in school as a percent of
15-19 year olds (in Israel 15-17 year olds)
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Children in single-parent families: some 160,000
children under 17 live in single-parent homes

Rate of children in single-parent homes, by group
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chart 13



Health expenditure and population size:
government expenditure on health has not kept pace with
population growth
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Financing of national health expenditure:
a continuous rise in share of private financing of health*

Percent of expenditure
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Hospital stays: continuous decline in the number of
beds and average stay in general wards
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Infant mortality: Israel rates well among European
countries, but there are significant gaps between Jews and
Arabs

Rate per 1000 live births
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Refraining from obtaining essential medical care

due to cost - survey results: in some groups more than
a third refrained from obtaining essential medical care

Percent in each group who refrained from obtaining care

Low education
FSU immigrants
Low income

Aged 65+

Total surveyed
chart 18



Distribution of the National Insurance Institute

budget: the main programs are old-age pensions and
disability allowances
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chart 19



400

National Insurance Institute programs:
differential development in the various programs
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Income maintenance and unemployment
allowance: a steep increase and reversal after 2001

NIS billion, 2004 prices
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The level of poverty: an increase in the number of
families below the poverty line

Percentage of poor families after transfer payments and taxes
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Children in poverty: close to one third of all Israeli ‘
children live below the poverty line
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Elderly and poverty: elderly households make up one
fourth of the poor families

Percentage of families with an elderly head of household out of all
households and poor households, 2004
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24%
20%
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chart 24



The working poor: working is not a guarantee for
getting out of the cycle of poverty

Incidence of poverty, percent, 2004

Salaried head of Self-employed Single income Dual income
household head of households households
household

chart 25



The bottom quintile’s share in National

Income: Israel ranks relatively low
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Population growth: Israel has a relatively high growth
rate

Annual growth rate, 2004
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Natural increase: a decline resulting from lower birth
rates

Rates per 1000 population
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Immigration to Israel: addition to natural population
growth

Thousands, by continent of origin
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Children

Population composition: Israel is still relatively
young despite an aging population

Percentage of total population
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Labor force participation: the rate in Israel is relatively

low

Employment rate among 25-54 year olds, percent, 2004
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Per capita GDP: Israel’s international standing is
worsening over time

Per capita GDP, 2004 Per capita GDP, 1990
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Labor force participation over time: a continuous
rise

Percent of those aged 15+

1979 1984 1989 1994 1999 2004
chart 33
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Old-age and employment: participation of those
65+ has been halved over the last two decades

Percent of those aged 65+
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Dependency ratio of the elderly: Israel is relatively
young compared to other developed countries
The ratio between the elderly (65+) and the working age population,
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Economic dependency ratio: stability in the 80s,
improvement in the early 90s and stability at a lower rate

Ratio between those not employed and those actively employed
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Unemployment over time: continuous rise since
the mid 90s
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Unempl

oyment compared to OECD countries:

Israel ranks relatively high

Percent unemployed in civilian labor force, 2004
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Unemployment by region: in development localities,
unemployment is particularly high

Percent unemployed in civilian labor force, 2004

Urban Northern Southern Rural
localities development development localities
localities localities

chart 39



Fear of unemployment — survey results: while fears
have declined overall in the past two years, serious fears

remain among 1/3 of the population

Rate of respondents who feel greatly vulnerable to unemployment,
percent
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chart 40
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