New Challenges of the Welfare State
Solutions for Closing Social Gaps
Economic Policy for Youths

Executive Summary
The following body of work is part of the ongoing process of the Zichron Yaakov Initiative whose aim is to
formulate a viable action plan that will realize the socio-economical potential that is yet to be fulfilled in the
State of Israel. This project remains relevant so long as Israel does not acquire and act on an outlook and
strategy that include clear goals and measures towards social policy. The main aspiration is not to produce
outstanding position papers, but to create practical, feasible and focused calls to action that will come into
fruition with the involvement of Israeli decision makers.
In 2013, the Macro Center for Political Economics and the Friedrich-Ebert-Stiftung have decided to put the
emphasis on two key aspects of the welfare state – the ever-growing social gaps and the economic future of the
youth in Israel. These subjects are front and center in the public’s agenda and receive a wide coverage in the
media, though they have not yet garnered that same attention amongst the government and legislative bodies.
The purpose of this research is to map the international policy measures that have been proven to be successful
and to provide concrete recommendations in regards to implementing similar measures here in Israel, while
making the necessary adjustments to ensure suitability to Israel’s needs.
As part of the project, steering meetings were held to discuss both subjects, with decision makers and senior
professional figures in attendance. The meetings focused on the relevant aspects essential to generate policy
recommendations in these welfare issues, which as of today have not yielded a proper government response,
only regional and decentralized efforts.
In addition, this booklet includes the results of this year’s annual survey regarding the public approval rating
for the current government’s functionality in dealing with different social and economic matters. This survey
has been conducted by The Macro Center since 1992. This year continues the previous years’ trend of low
approval ratings, with economic issues receiving higher marks than social ones.

Solutions for Closing Social Gaps
In the last decade there has been a steep increase in the poverty rate in Israel, even in years blessed with
economic growth and a rise in labor participation. Poverty encompasses many groups and sectors, but some of
them are at a higher risk factor. In the last 20 years, many countries have set measurable goals to reduce the
poverty rate as part of a wider multi-year strategy. The governments are required (usually by law) to set these
goals, to formulate a strategy to attain them and to publish an annual report on the progress achieved.
In Israel an attempt has been made to create a socio-economic action plan and to set social goals – amongst
them those to reduce poverty – in the years 2007-2009. The decisions that were reached were not anchored in
legislative initiatives and were only partially executed. Not only is there a need to produce a new strategy, but
also to specify measurable goals, to monitor their fulfillment, to promote legislation and to include the public in
the process.
The research’s findings, based on the mapping of poverty reduction efforts in developed countries, have led to
the following recommendations:
 Amending the national budget by adding social goals that include poverty reduction, decreasing
inequality and promoting labor participation.
 An obligation to generate a multi-year strategy to attain the aforementioned goals, which will require
and mandate all government offices and the National Insurance Institute.
 A public report stating the government progress and goal attainment, the influence of the national
strategy, and explanations as to why certain goals were not met.
 A collaboration of the public, foundations, representatives of poor sectors and groups that are at high
risk to reach poverty.
 Forming a commission that will be responsible to set the goals, to generate the strategy and implement
it.

Economic Policy for Youths
A vast share of the younger population in Israel feels that the state has failed in ensuring their future; despite
having paid their dues, fulfilled their civic duties and having chosen the desired professional and academic path
– their financial horizon is obscure.
The most prominent manifestation of the hardships that befall youths and the depreciation in their real salaries
(as is with most of Israel’s population) is the constant and steep rise in real-estate prices. In 2008 the average
apartment required 103 average market salaries, as of the first quarter of 2013, that number has reached 135 –
almost 11 work years.
The academic student population in Israel is 309.6 thousand, 200 of which are studying towards their bachelor
degrees. Many of them face the difficulties of financing their schooling and living, oftentimes relying on their
parents, unable to embark on an independent path. Moreover, having completed their studies, relevant and
profitable labor is challenging to come by.
An alternative to the common academic trajectory is vocational training. While countries such as Germany see
an even share electing each path, in Israel vocational training entices a negligible portion. Most of the
population deems professional education as unwanted, due to and resulting in a lack of quality professional
schools.
The services provided to the youth originate from several of organizations that are uncoordinated and operate
in a limited fashion, addressing specific and sectorial issues. In addition, the Israeli governments through the
years have not created an encompassing policy to aid youths and underprivileged groups, especially in regards
of housing initiatives or reducing the volatility of market prices.
The following recommendations were made while perceiving youths as a resource that should be promoted,
developed and aided, both by policy and specific actions:
 Creating a single institution that will attend and concentrate all governmental plans of action. Whether
be it by an inter-office committee consisting of relevant ministerial representatives, subordinate to the
prime minister’s office or the Ministry of Finance, dealing with the breakdown of bureaucratic
obstructions and legislative efforts; by a national authority for youths that acts as a consultant and

promotes legislation, attending to education, labor and housing for youth while developing services; or
by further the advancing the infrastructure of the youth centers in Israel, currently operated by the
Ministry for Development of the Negev and Galilee in conjunction with the Joint.
 Recommendation for the higher education system and relieving measures for the student population,
such as demand-based tuition, encouraging youth to study needed fields. In addition, updating the
current income-level threshold for exemption and acknowledging tuition as a tax-deductible
expenditure.
 Recommendation for vocational training to cooperate with the industries, the local authorities and the
security sectors, while providing proper qualification for the teachers and guides, and also founding a
coordination committee that will include representatives from labor organizations, the Ministry of
Economics, the Ministry of Education, the academy and the IDF.

