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The first phase of the project took place in April 2016. This phase included the 

distribution of an online questionnaire among some 300 contacts and relevant 

stakeholders with the aim to stand on the major issues and developments in the 

current and future world of work. 40 responses were received.

Following the gathering of the answers to the online questionnaire, the Macro Center 

and the moderators of the project began to analyse the main trends that emerged 

from the answers. Based on the methodology of the project, we first conducted a 

division to "Givens" (processes bearing certainty regarding occurrence and future 

development) and "Drivers" (processes bearing uncertainty regarding occurrence 

and future development).
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Based on the above division, and in accordance with the project's methodology, 

the two axes of the project were chosen – labour market configuration (between 

rigidness and flexibility) and working relations (between cooperation and conflict).

After plotting the axes of the project, a three day workshop was held in June 

2016 with the participation of 25 stakeholders: employers, worker representatives, 

scholars, government representatives and decision makers, coming from diverse 

backgrounds and providing different perspectives on the current and future world 

of work. The aim of the workshop was to create an open and creative space, in an 

atmosphere of trust and openness, for an exchange of ideas and views on the long-

term world of work in Israel, in its various forms.

The workshop, led by the Macro Center for Political Economics and the team of 

moderators, first presented the scenario building methodology and the earlier 

stages of the project. This was done in the purpose of creating a uniform knowledge 

base and a common language among participants. Later, the workshop focused on 

the existence of in-depth discussions around the issues that rose from the axes and 

the four quartiles.

In accordance with our expectations of the workshop, the discussions and joint 

work led to the creation of a conceptual basis for the development of four distinct, 

established and possible scenarios, with a clear logical line, relating to the labour 

market of the future, both at a micro and macro level.

Based on the progress in the development of four future scenarios, two additional 

meetings were held with the team of project moderators and selected participants 

from the workshop during August-September 2016. The purpose of these meetings 

was to further elaborate, jointly, on the development of the four scenarios, as part 

of the on-going work on the scenarios development.

In addition to this, attributable to the fact that we see this project as a basis for 

a long-term policy regarding the Israeli labour market, we have also included an 

economic and quantitative analysis of the future labour market.  The project outputs 

have been presented in a conference in front of decision makers and stakeholders 

who can act to implement the conclusions at a national level.05      
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Government, workers and employers will come together to address the 
following question: what is the middle way between endlessly pursuing the 
market’s capricious demands and protecting the welfare of all citizens?

“To allow the market mechanism to be sole director of the fate of human beings 

and their natural environments would result in the erosion of society. ‘Labour 

power’, often seen as a mere commodity, cannot simply be shoved about, used 

indiscriminately or even left unused, without significantly affecting the human 

individual who happens to be the bearer of this peculiar commodity. In disposing 

of a man's labour power the system would, incidentally, dispose of the physical, 

psychological, and moral entity of ‘man’ attached to the tag” – Karl Polanyi 

The scenario combining flexibility and cooperation is based on the recognition that 

protecting workers and adapting to the global labor market are equally important 

objectives. Its realization is wholly dependent on the long term cooperation 

between three forces – state, workers and employers – whose shared goal would 

be maximizing the opportunities provided by the market economy, while minimizing 

its harmful consequences for human well-being. The overarching goals which unify 

these three actors are to increase labor productivity, prevent unemployment and 

stimulate sustainable growth. Together they tackle a complex question: what is the 

middle way between endlessly pursuing the market’s capricious demands and 

protecting the welfare of citizens?

In this scenario, benefits to both workers and employers stem from increased labor 

market flexibility. While it is true that that it is easier to sack workers, it is just as easy 

for workers to find new employment opportunities. This labor market flexibility is 

created through the loosening of employment laws, while at the same time granting 

workers the protection from market shocks. 

One of the mechanisms used to shield people from the side-effects of exceptionally 

flexible markets is an extensive system of professional training. Employers and 

workers both benefit from some form of government cooperation. Firstly, employers 

constantly feed the government with information regarding new market trends. The 

07      
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government, on its part, allocates resources for specialized training programs that fill 

these gaps in the workforce. The cooperation between government and employers 

ensures the perpetual availability of workers equipped with relevant skills, but it also 

makes it easier for workers who lose their job to undergo a quick, remunerative 

career change. Secondly, in the case of workers, the government safeguards 

citizens’ welfare throughout the ups and downs of their careers – for example, 

by providing generous unemployment allowance. While employers are virtually 

unhindered in their ability to sack and recruit workers, the social safety net protects 

workers and their families from poverty, desperation and social estrangement.

In order to illustrate the relationships underpinning this coordination mechanism, 

let’s take the construction sector as an example. The last 50 years saw a marked 

deterioration in the professional, social and economic status of construction workers 

in Israel, chiefly due to the mass employment of Palestinians and foreign workers in 

this sector: wages plummeted, the number of fatal accidents in construction sites 

surged, and the overall image of the profession was severely damaged. 

The various problems that have accumulated in this sector could be addressed 

by adopting the flexibility and cooperation of this scenario. For example, the three 

parties can sign a sectorial collective agreement to enhance construction safety. At 

the same time, the government could impose strict controls over the employment 

of foreign workers in construction. But to do that, the government would require 

the integration of new social groups into the profession, such as Haredi (ultra-

Orthodox) Jews, women and the young. An additional agreement between the 

state and the employers would establish new training and internship programs and 

would fix the workers’ salaries to the average national income. Employers, on their 

part, would gain maximal personal contracts flexibility, restricted only by a sectorial 

minimum wage. 

There are number of general positive and negative outcomes from this scenario 

that must be considered. For example, there will remain fundamental tensions 

between cooperation and competition in the labor market. The survival over time 

of such a labor market is hinged on the existence of a stable social ethos, which 

celebrates values such as fairness, solidarity and cooperation. All sides taking part 

in the coordination mechanism, especially workers, must feel that they profit from 
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this triangular alliance. Nevertheless, it is highly probable that even if cooperation 

is close and productive, and even if the government succeeds in alleviating some 

of the disruptions caused by the market, people’s lives would still undergo a 

radical change. Most citizens will change jobs repeatedly and will not succeed in 

developing neither a continuous career nor a stable routine.

However, due to the fact that many citizens would change a few careers throughout 

their lives, employers would put pressure on the government to prepare the young 

to the many professional challenges awaiting them in the future. This could be 

executed by schools putting special emphasis on a modular skill set: languages, 

multiculturalism, social awareness and proficiency in advanced technological 

systems. Later on the state would provide further training – of a more specific kind 

– according to the dynamics of the market.

09      
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"In order to change the reality in which 
they live in a thorough, systemic manner, 
workers would have to do more than 
establish temporary associations. They 
would have to find ways to exert their 
influence directly on governmental 
policies and decision makers"
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Labor unions would change significantly, too. Collective disputes at the workplace 

would become extremely rare, due to the high turnover. With the historical downfall 

of the collective agreement, mechanisms aimed at individual protection – each 

worker to his/her own – would gain much more importance. Other novel forms 

of organization would be community-based associations (based, for instance, on 

neighborhoods, towns or cities), cooperatives, and ad hoc civil coalitions established 

around specific subjects.

In terms of individual worker’s rights, however, there remain some challenges from 

having a less unionized and more fragmented landscape. In order to change the 

reality in which they live in a thorough, systemic manner, workers would have to do 

more than establish temporary associations. They would have to find ways to exert 

their influence directly on governmental policies and decision makers. That is, to fight 

over the composition of the social safety net provided by the state: pensions, health 

insurance, labor laws and so on. Since important decision will mostly be taken at a 

national, highly generalized level, it would be a great challenge to formulate labor 

agreements that accommodate the changing needs and contrasting demands of 

the many different workers’ groups.

Despite these challenges, under this model income inequality would decrease due 

to the government’s effort to sustain a safe occupational framework. This endeavor 

would enable the state to bring about the integration of minorities and marginalized 

groups into the workforce. In the Israeli case the two groups that would be most 

significantly affected are Israeli Arabs and Haredi Jews.

11      
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Wealth inequality in Israel reaches 
an all-time high: real wages 
decrease for the third year in a row, 
while the average price of an 
apartment reaches 280 monthly 
salaries. A new center-left 
government is elected, promising 
to initiate a historical change in 
social-economic policies

2023

After two-year long negotiations with 
workers and employers, the government 
announces a dramatic, sweeping plan 
aimed at increasing the labor market’s 
flexibility as well as reconstituting the 
social safety net. The private sector, 
especially large-scale companies, is to 
absorb the lion’s share of the tax increase 
– in exchange for a significant 
liberalization of labor regulations

2025

Following the signing of the peace 
treaty with the Palestinians, the first 
Israeli government to ever include 
an Arab party is formed. One of the 
objectives specified in its coalition 
agreement is to launch a national 
plan for the integration of the Arab 
population in Israeli society

The enormous success of the plan 
evokes tensions within young Haredi 
Jews, who pressure their leadership to 
cooperate with the government and 
put together a similar plan for their 
sector. A huge demonstration takes 
place in Jerusalem in spite of Rabbinic 
disapproval

The Knesset votes on the historic 
plan for the integration of Haredi 
communities into the labor market. 
The opposition protests about the 
tax credits and special benefits 
included in the plan, yet it is 
approved by a margin of one vote
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For better or worse, this will be the heyday of the individual. Some will enjoy 
the new opportunities provided by the labour market’s new-found flexibility, 
whereas others will become so flexible as to reach a breaking point

”People decide where, when and for how long to drive. They are free to turn off 

the app and stop working at any moment. This is a major reason they work with 

us: it’s about being their own boss” – Uber CEO Travis Kalanick

“The much-touted virtues of flexibility, independence and creativity offered by 

gig work might be true for some workers, but for many, the gig economy is simply 

the next step in a losing effort to build some economic security in a world where 

all the benefits are floating to the top 10%” – Elizabeth Warren

The realization of this scenario would not entail a dramatic deviation from the 

reality in which we live today, but rather an escalation of existing trends. Its main 

characteristics can be seen all around us: a growing flexibility in working hours and 

job roles, and greater choice of employees and employers.

Is this a positive development?

Since the early 1980s the adoption of neoliberal paradigms, which has included 

privatization and deregulation of markets, has transformed labor markets. This has 

been judged around two general and opposing arguments. On the one hand, some 

regard this new reality as excitingly dynamic, efficient and creative, and consider it to 

be a necessary condition for prosperity in the global age. On the other hand, it has 

been argued to rob the workforce of its economic security, undermine fair working 

conditions and stable social identities, leading to the destabilization of society and 

politics. 

Either way, one thing is clear: a future based on greater labor flexibility would 

necessarily dismantle the structure of labor markets as we have known them for the 

last one hundred years, including hard-won achievements fought for by the labor 

movement.

If these trends continue, workers’ lives would look significantly different. In such a 

reality, people will no longer be associated with a single workplace and not even 15      
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with a single profession. Instead, they will be 

defined by an eclectic set of skills acquired 

throughout their lives, and will ceaselessly 

compete with each other over short term 

jobs – living from one project to the other. 

Technological developments would 

render geographical considerations even 

less restrictive than today, consequently 

expanding the supply of workers competing 

over every vacant position.

For better or worse, this will be the heyday 

of the individual. Some workers – a minority 

– would experience these changes as a 

perpetual adventure which enables them 

to mold their lives according to their own 

personal tastes and aspirations: to hop from 

one project to another, take leisurely breaks 

between jobs and change careers 

according to their hearts’ desire.

However, at the very same time, others 

would lose the solid ground under 

their feet, unable to protect themselves 

and their families under circumstances of 

continuous uncertainty. 

Not only would they be forced to chase 

around every bit of available job – however 

partial and temporary – but even if they do 

find a relatively satisfying position, they will 

find that they have become strikingly weaker 

vis-à-vis their employer. As a result, over the 

years, working conditions and quality of life 

would deteriorate dramatically.

”People decide 
where, when and 
for how long to 
drive. They are 
free to turn off 
the app and stop 
working at any 
moment. This is 
a major reason 
they work with 
us: it’s about 
being their own 
boss” – Uber 
CEO Travis 
Kalanick
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Self-employment and subcontracting would become the most prevalent types of 

employment. Thus, in order to obtain a sufficient salary, workers will be compelled 

to undertake a vast number of projects simultaneously, including jobs that have 

nothing to do with their skills and experience. The result: ever-widening economic 

inequality and constant aggravation of social tensions. In short, some will take delight 

in the labor market’s new-found flexibility; other will become so flexible as to reach 

a breaking point.

In order to address this new reality, labor unions will 

have to undergo a revolution themselves. Most 

of the workers that would need to unionize 

will be freelancers – people who work 

for a few employers at a time, rarely 

get to know other freelancers, and 

do not enjoy the same leverage 

regular workers have when they 

organically belong to a company.

Tackling these new condition 

brings up a great number of 

new questions: 

Who is responsible for the 

workers’ welfare when jobs are 

changed so frequently? How 

can employers be prevented 

from imposing working hours on 

workers? How can pension pots 

be transferred from one employer 

to the other? How are workers’ rights 

gained over time when almost every 

job is temporary? And if rights can no 

longer be gained over time, what 

alternative mechanism 

w o u l d 
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ensure workers’ well-being? 

Owing to the system’s volatility, it would be harder for the state and labor unions 

alike to inaugurate long-term processes, for these rely on continuous employment. 

Therefore, any intervention would have to be specific, local and discrete.

Furthermore, due to the rapid turnover of employees, colleagues would hardly 

get to know each other, and thus their identification with the workplace as well 

as solidarity with one another would diminish. Hence, labor disputes would go 

through some sort of “privatization”: workers would challenge their employers either 

independently or through ad hoc associations that would dissolve once the conflict 

is resolved. Either way, unions of the kind that develops from the ground up would 

become very uncommon. New associations would be based, first and foremost, on 

one’s occupation and much less on a specific workplace.

At the same time, technological innovation would equip workers with new 

capabilities: the very same collaborative online tools that will enable employers 

to maximize competition over every job and find new workers at the touch of a 

button, would also help workers organize and act collectively with regard to their 

employers. 

One of the major functions unions will have in a hyper-flexible job market is to monitor 

new, unprecedented forms of employment, which necessitate the development 

of new protection techniques. Moreover, the Histadrut would become a hugely 

important player, acting as an umbrella organization which represents the whole 

workforce vis-à-vis the employers. That is because in the long run, it would be very 

difficult to institutionalize and maintain unions under circumstances of volatility and 

high turnover. 

Labor disputes will take, therefore, one of two extreme forms: either a local and 

transient conflict, or an all-embracing, systemic dispute. In the absence of the 

appropriate coordination mechanisms, employers and employees alike would find 

it hard to initiate gradual changes in the labor market. Changes, if they happen at all, 

will be harsh and dramatic.
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Politically, it is highly probable that such a scenario would evoke public demand 

for a universal basic income. This would reestablish a certain degree of economic 

security. In addition, it is likely that workers would demand to lower the level of 

membership required to form a union. 

Today unions are required to demonstrate support from at least one third of the 

employees in a work place, to be recognized as a bargaining unit. However, in 

a hyper-flexible labor market it would be nearly impossible to recruit such a high 

share of the employees. Therefore, it would be necessary to lower the mandatory 

minimal threshold, if unions are to survive at all. 

Furthermore, workers would probably demand to be able to unionize specific 

departments within big firms as autonomous bargaining units. Another new type of 

labor union would be the association of freelancers on the basis of service provision 

to the same employer. All the demands mentioned above would probably further 

exacerbate existing social tensions, since they essentially aim to curb the market’s 

flexibility.

Employers, on their part, would push for the development of “soft skills” among 

workers, i.e. entrepreneurship, adaptability and quick learning – all of which are 

applicable to almost any job, regardless of its particular content. If the government 

accedes to the employers’ pressure, it could establish new training centers or 

incorporate the relevant material into schools’ curriculum.
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Following the global financial 
crisis, the government rushes 
through emergency legislation 
titled “The Flexibilization Bill”. 
The Minister of Finance 
proclaims that “Israel’s 
economy is finally joining the 
21st century”

2022

 Intel’s plant in Lod is the first in
 Israel to implant Nano-chips in all
 of its workers. A monitoring
 system determines each worker’s
 customized salary according to
 productivity, level of concentration
 and degree of positive thinking

2027

According to the National 
Insurance Institute of Israel, 
half of the workforce is now 
composed of freelancers. 
Most of the doctors, 
accountants and lawyers are 
self-employed and depend on 
contractors that assign them 
to potential employers

 Due to a plunge of 75% in
 union membership over the
 past decade, the Histadrut
 launches a new mobile app
 that connects freelancers to
 each other according to their
 occupation, and forms unions
at the click of a button

A student demonstration in 
Tel-Aviv University turns 
within 24 hours to the first 
ever freelancers’ strike in 
Israeli history. The 
government starts 
negotiating with the workers’ 
organizations on a labor 
market reform

2032

2017 2022

2027

2032

2035

2040

2035

2040
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An economic crisis would provide an opportunity for the Israeli economy – a 
‘Big Bang’ which would allow the government to overhaul its strategy towards 
international markets: from an uncoordinated effort at survival to a smart and 
focused integration with the global economy 

“Why do national regulations protect me from downward competition in 

employment practices from a domestic worker, but not a foreign one? Why should 

we allow international markets to erode domestic labor regulations through the 

back door, when we do not allow domestic markets to do the same?” – Dani 

Rodrik

In a scenario combining rigidity and cooperation, the Israeli economy undertakes 

reforms of historical proportions, underpinned by institutionalized coordination 

between state, workers and employers. Their shared goal is to jointly steer the 

national economy through the troubled waters of the competitive global market.

As opposed to the scenario of flexibility and cooperation, in this case the state 

does not attempt to cushion blows generated by unhinged markets. Rather, it 

aspires to prevent them in the first place by coordinating between all major market 

actors, in hopes of maximizing certainty and long-term planning. In other words: 

risk reduction. 

If this concept sounds familiar, it is because mechanisms of this kind have been 

operating in Europe for about a century now. However, the social norms and 

institutional arrangements that underlie such mechanisms are so far apart from 

those which presently exist in Israel, that it would require extreme circumstances – 

a catastrophic economic crisis, for example – to bring about their constitution.

A fundamental restructuring of the Israeli economic model would, therefore, 

transform all actors in the labor market economy. The labor unions, for example, 

would transform into a political bloc of a new kind, backed by a popular social 

movement, and representing the whole of the public’s interests – not only those 

related to labor relations. 

The state would suffer from a crisis of legitimacy as a result of its failure to address 23      
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the crisis. Only thanks to 

its close partnership with workers and 

employers would the government return to carrying 

out plans on a national scale.

Paradoxically, in order to restore some of the power and 

authority it has lost during the last 50 years, the state will 

have to give up some of its power and share it with other 

public institutions.

This foundational realignment opens a window of 

opportunity to initiate a strategic change vis-à-vis global 

markets. In the past half-century a new division of labor 

has developed among states on a global scale. 

The rationale underlying the triangular alliance – state, 

workers, and employers – is to identify the competitive 

advantages of the local economy and foster industries 

that would be a strategically safe investment. Instead of 

competing with dozens of other countries, some of which 

enjoy great competitive advantages over Israel (low-cost 

labor, for example), the new coordinating mechanism 

guides the economy from above to focus on niches in 

which it could become a global leader. In Israel’s case, these are the high-tech 

industries.

What does a labor market of this type look like? Its most discernible characteristic 

is a rigid division into sectors. To carry out a national plan aimed at enhancing the 
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country’s competitive edge, the system needs to be stable and planning has to be 

long-term and meticulous. 

Each sector is differentiated from the others and is run as an independent realm, with 

its own particular regulatory environment and occupational norms. The triangular 

cooperation is implemented starting from the factory level – for instance, workers’ 

councils and workers’ participation in management – all the way up to the national 

level, where the different representatives gather around a so-called roundtable. 

It is highly probable that later on, the triangular mechanism 

would become quadrangular, as it would also include the rapidly growing sector of 

the self-employed. 

The system’s efficiency relies on information sharing, which enables all participating 

parties to examine and analyze the wider economic picture in real time. The constant 

flow of data provides the different actors – especially government and employers 

– strong monitoring capacities. For example, the precise planning of production 

scope and pace legitimizes a close surveillance of workers by their employees, in 

order to ensure targets are met.

On the other hand, the government’s interventionist role allows it to advance public 

interests within the private sector more easily, like tackling youth unemployment 

or the disability employment gap. Indeed, these new monitoring capabilities have 

many advantages, but they also carry the danger of providing a small group of 

people with excessive powers.

 

Therefore, balanced power relations between the different actors – but also within 

their own groups – must be carefully maintained.  

Naturally, other social-economic policies correspond with the structure of the labor 

market and complement it. Such policies include high taxation, price regulation, 

large-scale public works projects, a wide-ranging welfare state and comprehensive 

regulation over working conditions.

To illustrate these policies’ influence, let’s take a look at the case of the Damari family. 

After the birth of their first child, Yoav, the parents – Michal and David – receive a generous 25      
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maternity leave. Within a few months they send Yoav to a kindergarten 

heavily subsidized by the government. Both parents got their academic 

degrees at a public university,

where they were fully-funded by the state, and started a specialized 

internship as part of their studies, based on an agreement between 

government and employers. They both work in the technology sector 

and return home from work relatively early, thanks to a sectorial collective 

agreement aimed at achieving a better family-work balance.

When Michal loses her job, due to her company’s relocation abroad, 

the state provides her with a safety net. This stability enables her to 

participate in an intensive governmental training course, in which she 

learns a new, cutting-edge programing language. The government 

picked this specific language based on an analysis of contemporary 

trends in the tech sector, as well as a consultation with employers and 

workers.

After three months of job searching, Michal starts working at a start-up 

incubator, a joint project of the state and a large high-tech corporation. 

After the Ministry of Industry and Commerce announces the allocation 

of new grants for green tech companies, 

Michal leaves her position alongside three of her colleagues. Together 

they set their own start-up, closely mentored by specialists from the 

public Tech Development Authority.
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In the morning the Prime Minister 
presents the new state budget and 
declares: “Israel’s economy has never 
been in better condition”. In the 
evening the largest stock exchange in 
the world, the SSE in Shanghai, 
collapses. Within a month the shock 
waves of the new financial crisis hit 
Israel

2022

Two years from the beginning of the 
crisis, unemployment reaches an 
all-time high. One in every four 
exporters goes bankrupt. One in 
every three households becomes 
insolvent. A million-strong march 
takes place in Tel-Aviv – the largest 
demonstration in Israeli history

2024

A 35-years-old teacher, who led the 
protest during the past four years, is 
elected as the first Chairwoman of the 
new Democratic Labor Union, which 
replaces the Histadrut. Her first phone 
call: to the Director General of the 
Manufacturers Association of Israel

The government and the representatives 
of workers and employers sign the “New 
Beginning Agreement” whose purpose is 
to “change the face of Israel’s economy”. 
3D holograms of the first roundtable are 
broadcast live in one hundred public 
spaces across the country, to introduce the 
process to the wide public

 Israel gets to the first place 
in the World Innovation 
Rating. In Dan City (formerly 
Tel-Aviv, Bat-Yam, Holon, 
Givatayim and Herzlia) there 
are more start-up 
companies per capita than 
any other city in the world

2026

2017 2022

2024

2026

2027

2037 2040

2027

2037
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An ongoing dispute between workers and employers results in a total deadlock, 
and the only means to move forward – legislation and courts – push talent and 
business out of Israel

“There is no instance of a country having benefited from prolonged warfare” – 

Sun Tzu, The Art of War

In a scenario combining rigidity and conflict, the labor market resembles trench 

warfare: both workers and employers dig themselves in their positions, reaching a 

balance of power which prevents both sides from getting what they want. Everyone, 

in short, is on the losing side. The system’s lack of latitude – the inability of different 

social groups to attain achievements on the basis of shared interests – results in the 

internalization of tensions. Conflicts trickle down into the workplaces themselves, 

thereby invoking clashes between groups of workers differing in conditions of 

employment.

The ongoing conflict between employers and workers gradually solidifies their 

mutual suspicion, and prevents either side from reaching an agreement based on 

dialogue and trust. Problems are solved only through legislation, with both sides 

winning and losing alternately, annulling one another’s achievements time and 

again. Put differently, everything is temporary and dependent upon the momentary 

political setting. In the absence of dialogue, conflicts are resolved using heavy 

governmental regulation which penetrates every possible field and burdens both 

employers and workers.

The labor market as a whole undergoes a process of judicialization. The Labor Courts 

system turns into the primary arena of conflict, and becomes almost the only actor 

capable of resolving disputes. Collective agreements that are signed under such 

circumstances are inflexible, and thus very hard to adapt to the changing reality – 

for example, to new technologies that could be implemented in the manufacturing 

process.

The petrification of the market impels talented and aspirational citizens to move 

abroad, where they could find a more dynamic, challenging and rewarding 
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environment to work in. Many young Israelis, especially those who hold an academic 

degree, experience a growing frustration with the system, realizing their quality of life 

is going to be much lower than their parents’, and that the professional opportunities 

available to them are rapidly vanishing. 

Employers too are looking for solutions overseas. Many choose to relocate their 

businesses abroad, especially industrialists in pursuit of cheap labor. As a result of this 

trend, the demand for unskilled labor diminishes, and income gaps between skilled 

and unskilled workers grow.

Moreover, a lack of cooperation hinders the development of training programs and 

occupational standards. Hence, the available supply of workers does not respond 

to the economy’s needs. As it becomes very difficult for the system to adapt to 

change, whole sectors close down due to economic irrelevance. Consequently, 

unemployment surges and the labor participation rate plummets. Those workers 

who do succeed in keeping their jobs can no longer enjoy predictability and 

economic security.

The rift between workers and employers results in a severe weakening of labor 

unions. Labor disputes rely upon short-lived associations that lack any institutional 

long-term underpinning. In a job-sparse economy, which necessitates a day-to-day 

struggle over one’s workplace, employees will be discouraged from cooperating. 
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Without the critical mass needed for the process of unionization, hardly anyone 

could form new unions.

In the scenario described above, people’s life courses change radically. Job duration 

shortens and workers are interminably distressed by worries concerning their next 

job. Let’s take the Amal family from Hadera as an example. Noya, 45, works as a 

marketing director in a publishing house; Nimrod, 40, works for a small company 

which is subject to a collective agreement in the technology sector. They have four 

kids. 

Nimrod found his recent position after a few years of hopping between contingent 

jobs, none of which reflected either his talents or training. Due to the strict limitations 

put on unemployment benefits, Nimrod couldn’t afford to take a few months off 

and properly search for a decent, long-term job. Consequently, he had to make 

continual compromises. 

Today, however, he is successful in his job and enjoys it greatly. He is creative, 

involved and caring.

Nimrod is directly employed and has secured tenure. His collective 

agreement includes sick pay, holiday pay (21 days a year), careers' leave, 

professional training, defined benefit pension plan, and the right to 

hold a dismissal hearing. In the company where he works there 

is no union. He works four days a week, two of them from 

home. He is very active in social networks related to his 

profession –somewhat of a substitute for a trade union, 

where one can receive updates from workers 

in other 
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companies, as well as temporarily organize around specific causes. 

The current government is very close to the business community. When the 

Minister of Industry and Commerce introduces a new bill which scraps the 

collective agreement in Nimrod’s sector, his company’s management 

decides to relocate to India. Its Israeli CEO explains that she can no 

longer run the company under such circumstances of permanent 

volatility.

Older employees are protected from being laid off, thanks to a 

law that protects workers aged 50 and over from relocation. 

Nimrod, however, is faced with two options: being sacked or 

moving abroad. For him, going to India is out of the question, 

first of all since Noya would never be able to find a decent 

job there and secondly, because he does not want to leave 

his parents behind, now entering the ninth decade of their 

lives.

Without a union, it takes the workers a whole week to organize 

as a group, and even then, many choose not to be involved. Even the 

leaders of this newly-founded association are not completely sure as to what 

potential courses of action are available for them.

The management, on the other hand, does not waste any time and distributes 

a list specifying which workers would be permitted to stay behind in the 

Israeli development center. Nimrod is not on the list. All of the workers who 

are on the list quit the group making through various excuses. From that 

moment on, the rest of the workers think only about themselves – each 

for their own – and embark on a personal, futile battle of survival against 

the management.

34      Scenarios 2040



”The current 
government is 

very close to 
the business 
community. 

When the Minister 
of Industry and 

Commerce 
introduces a new 
bill which scraps 

the collective 
agreement in 

Nimrod’s sector, 
his company’s 
management 

decides to 
relocate to India"

35      

Scenarios 204034      



Dozens of plants relocate to East 
Asia. The working conditions in 
those factories that stay in Israel 
deteriorate dramatically, 
especially among unskilled 
workers. In response, the 
Histadrut announces vast strike 
action in more than 150 factories 
across the country

2024

All attempts of mediation between 
workers and employers fail. An 
emergency Knesset committee is 
formed, introduces a large package of 
new labor regulations and imposes a 
solution to the crisis. After 14 months 
the “factory strike” – the longest 
strike in Israeli history – is finally over 

2026

The OECD announces that Israel is 
the world’s most over-regulated 
country. The Chairman of the 
Opposition holds a press 
conference under the slogan 
“Erasing the Regulation”, during 
which he presents a made-in-Israel 
eraser sold for 24 Shekels, saying: 
“this is what happens when you 
have inflation of regulation”

Precisely 90 years after it was 
established, the last “Osem” 
factory in Israel closes down. A 
newspaper’s front page reads 
“From Today: Bamba is 
imported from China”

New data released by the 
Central Bureau of Statistics 
shocks the country: half of 
young Israelis are considering 
leaving the country. 
Unemployment among people 
aged 18-30 reaches 24% – an 
all-time high

2029

2017 2024

2026

2029

2032

2040

2032

2040
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Labour Market Forecast for 2040 
Executive Summary
In this review, we will try to present a picture of the future labour market as it will look 

in 2040: Which professions will disappear from it and which will remain necessary? 

What skills will be needed to succeed in the labour market? What will be the criteria 

for success in the labour market? What will be the proportion of the various groups 

in Israel's population? How many people will be in the workforce? How many of 

them will be unemployed?

Population forecast

•  The population of Israel is expected to reach 13.22  

 illion in 2040,  compared to 8.63 million in 2016  

 (an increase of 53.3%), including 3.66 million  

 children aged 0-14,  2.06 million young  

 people aged 15-24, 5.61 million in the main  

 working age group (25-64), and 1.85 million  

 adults aged 65 and over.

•  The relatively low growth rate of  children  

 aged 0-14 (49.9%) is consistent with the  

 downward trend in fertility rates in recent  

 decades. While the population in the  

 main working ages (25-64) is expected to  

 grow by only 43.5%, the adult population  

 aged 65-74 is expected to grow by 66.0%  

 and the adult population aged 75 and over  

 is expected to grow more than twice, by  

 130.4%.
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•  The growth rate of the elderly population is greater than that of the adult  

 and young  population in Israel. Therefore, despite the  high birth rates in  

 Israel by international  standards, the population in Israel is aging, similar to  

 processes in developed countries.

•  Despite the improvement in recent years, the two population groups with the  

 lowest rate of participation in the labour force in Israel today are the ultra- 

 Orthodox population and the Arab population. According to the forecast, in  

 2040 the Arab population is expected to stand at 2.82 million, and the ultra- 

 Orthodox population is expected to reach 2.63 million.

•  The ultra-Orthodox population is expected to grow 2.6 times by 2040. On the  

 other hand, the growth rate of the Arab population is similar to that of the  

 general population, 56.8%, compared with 53.3%.
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Labour market forecast

•  Assuming that the labour force participation rate of each age group in each  

 population group remains the same, due to the demographic changes alone,  

 we are expected to see a decrease of about 9.5% (or 6.2 percentage  

 points) in the labour force participation rate, from 65.6% in 2014 to 59.4% in  

 2040. This decline is reflected in all age groups.

•  In other words, the population aged 15 and over in Israel is expected to grow  

 by close to 4 million people, but half of them (almost 2 million people) are  

 expected to be out of the workforce.

•  Due to the demographic changes alone, we are expected to see an increase  

 of 9.1% (or 0.5 percentage points) in the unemployment rate from 5.9% in 2014  

 to 6.5% in 2040.

•  In other words, about 7.5% of those joining the labour force in Israel  

 between 2014 and 2040 will be unemployed, an addition of approximately  

 144,000 unemployed.

•  This forecast only considers demographic changes. In other words, we  

 have created a forecast that describes the labour force participation rates  

 and unemployment rates, assuming that there is no change in labour market  

 policies in Israel and in the employment characteristics of the various  

 population groups in Israel.
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Professions of the future

• According to Frey and Osborne1, Professions with low-risk to computerisation  

 are those that require creativity, social intelligence, or persuasion and  

 negotiation. Professions such as hairdressers, choreographers, artists, athletes  

 - who have uniqueness and creativity, will remain. 

• Professions requiring high social skills, as social and psychological workers,  

 are also at low risk for computerisation. Moreover, professions that are  

 required for an aging population are also expected to remain.

• High-risk professions are mainly those that have repetitive and technical  

 activities that can be performed by existing technology or technology that  

 will become possible in the near future.

• An Israeli study2, which examined the computerization trends in the Israeli  

 labour market, found that workers who provide about 39% of working hours  

 in the Israeli economy may be replaced by computers and machines in the  

 next two decades.

• The study found that according to 2010 data, 41% of employed persons  

 were employed in high-risk professions, 20% in medium-risk and 39% in low- 

 risk. Assuming that these rates have not changed, as of the first quarter of  

 2017, more than 1.5 million employed persons in Israel are at high risk of losing  

 their jobs due to computerization, and another 758,000 are at moderate risk  

 and slightly less than 1.5 million are at low-risk. The study also found that  

 the distribution in Israel is similar to that in Germany and the United States. This  

 is evidence that this is a global and natural process that is expected to occur  

 in all developed countries.

1Carl Benedikt Frey and Michael A. Osborne, 2013. "The Future of Employment: How 

Susceptible are Jobs to Computerization", Oxford Martin School, Oxford University.
2Madhala-Brik, Shavit (2015), "Occupations at Risk: Computerization Trends in the Israeli Labor 

Market", Taub Center for Social Policy Studies in Israel41      
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• Skills have a decisive impact on the realization 

of each person's potential, and  those with low-

level skills are less likely to integrate into the 

future labour market and the global world. The 

population in Israel is ranked lower than  

OECD countries in terms of basic skills of adults, 

which is an indicator that the population in Israel 

is less prepared for the changes expected in the 

world of work. 

• Israel ranks 28th in reading literacy and 29th 

in mathematical literacy among 34 countries 

participating in the survey, and 24th in 29 

countries in solving problems in technology -rich 

environments.

• The average score in Israel for reading literacy 

is lower than the OECD average by 4.7%, in 

mathematical literacy by 4.6% and in solving 

problems in technology -rich environments by 

1.9%. Among the Arab population in Israel, the 

scores are lower than the OECD average by 16.1%, 

19.2% and 14.6%, respectively. Among the Jewish 

population, the scores are similar to the OECD 

average.
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