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TIRD) N9I230 PPN O MNND NTITOI D7 DN DINY ININD INWVPN ONMIN PUNIN YD
201 N2 DYSH NTN HMYLY (1986) TOM NIY YV NTY M IND (1984 ,0mM Hwnd
2% OWY W DN 3UD WINNY OXTYN DY DY VIPIY ¥ 0ININNN DY NYDIDN S0 YD
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.2030
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6% Yv M
OV 93 YY DOMITN MM VNN MY TP MINIOPN 9N IN W DY 1WON YY) TUND
9Y TPDIGN MO IYOUTH 223D THINBTONN 1T ¥ 1OV ,NTD AMTI 37 PIY ¥ IPIINY 1190
YO AP NP DY DT ILIWAT DI MINIUPN W LTI DN NAD 9 MY .pYnn

MO2M NPOXd MY 0YEY NP Y9N NY 203373 o ,33 0 3170 Bablal AT 4250 B

2008 mv 1y .0 MY OYON ToN 19% DI NI MM 0NN 80,000-) ,00MIaNN
‘ R DN N29D MO INDY D0 NOPN NN

DI DNV 4-1 D230 OOV DU NN MR 1/3/93 ovn mwTnn MmN (4
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S0 11U WY cSINAYNN POI0 NV LA

NIV DY 0N (117 DOVINRN) NOYNNDN AVYNN 1993 THYD NIPTHNN DIPN NYNN NNI0NI

Y1 ,DYPO1 DOYNOUNND DB MONNYNTDY ,IN9 PINN ININD TIwn 27D MUNM

DNYNY MONYIN T IPOIBN PIONT OINNT NTWH FMIDIM NN NVPTNT MK

:DNIN

NN 9299191 20D OVP NHVAN e

;DYDY MTON NNIYN PV MYOINY ; NTIAYN MDY DY NPDIBN NIONN TWHD MOOUN .
PUNI MYPYRM PRN PV ; NNVN TN PDONTHPIN

PYVT PIAND 3 ;1000 NOPTN N ODIW NV NIV LMNONN DR DIWYHN DI

T FWNM L300 NN DIV WYY THPIMNTNT NN NN DTN .IPDIN NINIP SV MIINIOPND

NNOND DV TRNN PONNI TINYNDI NPNIANM NHIIIDN MIWNNY DWD YTINND

12912 TMIVDIY NOIWH AN NNINDN NPY

MY NIY INYM MIND NMILAIY TOMN MY NN PUNIN TN L
: 017 DMPY MY 7POIdN NP NTIAYN DIPNT NP MOIOH JW NYN 1IN .2
4%722 6% = 5.5%71 T NITNHN MY NOINN NNWNN WY N
T¥) DI 1DUNN 70% SW NOIZNN IMHYI IINID DITIYNM DYTIWN J¥ MY 3
Apwna ymnn 1DvVn DY 273 DY Ipnd
.65 20 IMNT DN YY MY DWI DY NYIIAN DN NN D
DY TN OWTN BYTNY TN YTIHY PUNI THDIPNN THOIN DYONNTRI NI T
NN IIIND
I2UN 2WON TV NNY TN NPIN TN NPW IT DY M INIOPR PNOND IONRY .1
.D2IMAN MINIVPN PN IMNININ NIAPY YNPN
N PIWOINTH INNI DI NHIP NN YYD 9N ,TI% qoM
TOMM NNNIT NTIAYN TIVND NYTI TN NIND ,DXT2WI TPDIY MINT TAYNN DY NN PN
VIS TN MID0N NMINNOND ONTHY NN WM NN TP0ID I¥T IWUN IMING M2
STUnNna N DNy
MUN TN NN 2Y XoNM TAN TN 7PNV 29I NN IRYI HYN T3 IMITNONN Thyn
JDYTIVM PIOYNN DU NDNINND NOLONTIH™DY ,NNT YHN 1NN MNPDISN NODN{ PN 737
ON , 0NV PN PINT 0Y NIRNINN NPAT D18 NOINNNY 07 INUT PO IV T80
SN N 0N
D) TN 703 MDY TIT HP¥I YSINNN MNVLN PIN DY OIS NIONN ~OHWHUR TR .3
DI NP GNY MY IR
137732 TN .NANTI TUIN DUNNIY NIPRT OBN MIVD IR 30T N MsSUnnn iy
(D.C) M Tm mwion 5w NPIND Y300 NIM NNV THIVNI SNIUHRN YN D NI VD
(D.B.) M 1n nmot X
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VDN NOWHN TTON D IMYT TN IBRY TMODN MAWN MSHNDN MNP
21191 NOW MY NUIT ,TPUNI NPPNI

DD NP KV IINIOPND PYIN NINSZ MNINNN 1Y

LDYNPDION IO NYIO N .1

PON ,6%Y 5.5% 0 TN PON TNOYN .1DWNND 21%7Y 17.5% 0 DN DT TOTN .2
PINI NYND I TPDIN NNPY 2.3% DMNIHN DI NIV 12.7%D 12%H T7IynNN
LDV IMNN PN MY

4.0% 5S¢ PNWM ,NNPI DNMPN DMIAND 937 MWD 5.5% DU NNLIIM NDNWN D .3
.DWTNAN 090N (DD ININID)

YSWNN 1Y S MOYN JY NOY MV 206 SY ¥RINNN 1DV DY OY iHOIvN 0o 4
.'mv 0N) DN T YY) 1DUA FINYY DU MINKN MNON ) MY

DTN OINT 65 90D DWW YN D) NNOYN .5

DMV DONINY NHIT ,MYINN TP ThD YNO .6

$N90300 HNIMMY MEININ NIYAY BEDE MNP X

N9 AT DY TINONNY MONHNNN NIIWNY D0 NN Y2 MSTIYV THINN NNIOHN
JIMYN MDLITVIND PI TN HITND DY NPNIAN
NN NIINT PIVN TINT IPNOUNNN NPT MONONN DTN NI YTHYY NPNTHN MIONY
Y IIVYDIND THTNUN PN 19N NHDIvH HY
MPNI YN 1NN IN DI NOONI (DYTIAYNHM) DY IR 93 avn .1
mym mwien W (Defined Benefits) matam nmot nowwa mosin M .2
1(Defined Comributior;s)
1(Pay-as-you-go) 90w 2’01 N (funded) nyasn nowa 7PN n')"sm 3
2V WIND NPIDN DY 1WA DO DYP IMINID MLYIN YU MIN DNIRY ,MPt NMINI
22390 DY NIN YYTN OPOW DN IY MU T2 NN DIMYY .DMY DIVYYN P THDIdNN
OMNN TN MNVUPN IMINTI IN NI NDSH NN NNLIN THOIBN NIWN STTH MV HY
TOWINN XM NTIPY 109 (PR NIASP ,00INY PO T FHDI9) MIAINVNN NN
MVYIT DN PV HOHHYD MIVIIAN SY MNNINN NI NHMON DI IIMINN NOWNY
£ DYOW MONYI MAWTN MY INMINH ANODIND NNV
NLIAZ MSTYN 1N ,MVLIIT MIIN YDA N NPNIAN NI IYDIDNIN PR ML Py .1
NN N1 (adverse selection) My NN MadwN M) T2 ONY BNNN DNIION NN
PDID ML ONVIIN BTN NID MITN YT DIV YW PN N ININND TV
2) DYOVWIN I ,0M9 YT : MIVYIN MIAIVYN DTN BN WN
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OnNYy ONNIT NI 0N .0 YN NIOV NI MDY 90N NITIN NPNY NINN NIV
TIONY BNYY IDNN T2 0N NN DNDIIN D232 1P MIDN POIN 9231 MDD
DTYN L, HOISY DITIAYNN DNY NNT IWNI DY .7PDIBN 1IPI NIIASY ONMIND YOPp
IOUN IDNN NIV TIV MO N .M PIONN NN TINY 0111 DNPNI DINYSH
20 YINN PNYN /80 “N NNV NDOAN TY MINITN NPIAN MY : YDIBN NP NIV )NOOND
PO DY DY q0) HDID VINNY NN MY DVUNN 55% DY DI NTIAY NIV
NMNN ,MDIVD MDD NPIAY MO PPN INND DY .70% ¥ DIDPN TY ,NOOYN
YUNN DWN 0) PTY ODDIDNN PO MY PPN N DYDYSN NIONY 193900
.(moral hazard) X271 ¥IPY RNTW NN MV INT N NSNN PONY
MYIMNN NOOWI MDD HIT INYY DIRIMINY N ,ONPH DIPYS P N1DPON ONN
DO PPN WHUN NISN TOM NN 1V DN DT SV IYPUN ¥ MITIDN
PN NOWI . PYUNI ANWAN MWV DU DD D31 DNONNN DINWY POl
FOW DN .2INN YD 2Y RMIT MNVIIN DINDHIND , 0NN INTHN NVWN NONY ,MITINN
N0Y OOV ON (OWSHNNTN NVW) PYNI YXINNN 1IUN THNTONN 1Y N NTNNNN
Y 120NN PUNI XYY DYND DTN 0 TN ,MDIOY R1IAND NOPNIA PUNd NNNSH DY
M2, 09N .THINYVMN NI 1R VTHNN NVW MNN NI MIPY YT Q0N IPNHNI TN
CDYST NTM OMVPOIBT P PUNT PNIONY INTI MINPTHT NN 19 Sy

MOUNNN MIMNN ,2 1 1 OO INNY DMNYVN MIAPYI 1D NN JPNT TN
NOWNNN INMI DYDY O IO ML NNLINT. MANYND IIWHNN MIIN Y]
TN DPON NN NOND WX PDININ MLIN NMYSHNT TOHNIONH MDD NPOON
NNN 0y MNY (Social Security) MINTN MVIAN MNINP ININT YN PUNIN
Jo¥IN NMNDI DPNYHR 0171 OITIAYH NN OY .OWOYPN NUIINT 1IN DM M
(ERISA) N5 D109 M3 NHYNNID 1974 1NN NMMPN I'NIN NHUND

OMPYN .UV PN MYIND I3 NHNIND IMININ MVLIAN IO NI
PIZNN ONY) 0YT21Y DN OININNN 10N D1THD WNOIN 3WNN MSINI 0N INNTH
NN TNION NI PIIDINT .OWOUPN HY NHDIBH HY NNNSN 1NN (DINONIN DY
122'W DYDI) DININNY PN PINIVPN PHIND 1IN 1NN 1IN NMINN VI DN .UV
T2NNN D032, 1M HDIBN NIIWNY DIMDY MINIPNN PHND ND2 .DId NN Yand
TN DMWY D TY WIN PINT IOV IWISH TINY MIVN NP0 NNY M) 1IY YV
DI PN QTY 19, NI DI NPYPL TN W YO0
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3, DYPYAN OY AN TN NMNIWI MWHPY NID QOIY NHMDT VINY MY DNIUHY PN
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1981 ,9317030 MV BINVIANN BIATVIDINIP AN DIVEY 1 HY)

(89991 701 HNNY)

(10) 9 (8) (7) (6) (5) () (3) (2) (1)
0w 01 n¥ap

PN w "o PN v o PN vy o ”m

MYl | MY Mmoo { ML moa | moa

21.5 78.5| 100.0 17.3 82.7 | 100.0 18.9 81.1 ] 100.0 o
81.2 18.8 | 1000 67.9 32.1% 100.0 72.0 28.01 100.0| 14-17
30.5 69.51 100.0 40.1 59.9 1 100.0 349 65.11 100.0| 18-24
17.9 82.1 ] 100.0 16.8 83.2 | 100.0 17.3 82.7 1 100.0{ 25734
16.2 838 100.0 8.7 91.3 ] 1000 11.6 88.4 | 100.0} 3544
19.0 81.0| 100.0 7.3 92.7 | 100.0 11.6 884 | 100.0| 4554
25.2 74.8{ 100.0 9.0 91.0| 100.0 13.1 86.9 | 100.0| 55764
52.1 47.9 | 100.0 58.9 41.1{ 100.0 59.1 41.51 100.0 65+

PODVVON PYIIN OIDIYHD MY MDY MV ,APIODIVLDY NN NIYIN: NPNN
RudainbbiaRakisdival)

DNMZONNY NNMN DNY NN NI DN YT NY DYWINUIPN 19 HNN .1 : MyD
T INT T

SNV MNINI MV DY NN TWHN NI N0 N PO PORYN .2
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1981 ,m1ran 210 %aY 159030 NIVYAS BRIV 2 N

(DO1INNA)

DY) 0’1 L)
100.0 100.0 100.0 . o
36.6 49.8 | 448 NYMITRON MO NP
24.6 16.0 19.2 TPRPN MO
19.1 150 - 166 = .. DYmn

8.3 8.6 8.5 ‘ PRINNY TPDID
11.3 10.6 10.9 3 | I N

1M PN PPN
Y12) MNVUVIDNN ,NOTH )T, TANOND *
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1980-1950 YN MINa) OECD myanNa 1nh nvhin <3 (b

609021 NTON I3
mMapP) 0”0t map) oMot NN

1980 | 1950) 1980 | 1950 | 1980} 1950| 1980 1950
199 180 81| 166 764| 701| 730| 672 19Nnqw»
22.4 18.6 17.2| 158 7751 712 69.5 65.6 INTMYIN
22.3 16.5 18.5 141 79.1 60.8 73.6 57.5 o
20.8 18.2 16.2| 151 768 71.3 70.7 66.5 ML
22.4 18.5 173 154 784 | 69.7 70.2 63.9 noN
22.8 18.5 175 178 7951 72.8 72.5 70.5 TN
+3.5 +1.1 +8.5 +5.9 | ysmh NHY
(2 OECD-a
DTV (1
29PN NI YNNI 1NN NN N 2

OECD 1988a, 1989 992 y0DLLDN YWD : NPn
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2030-1980 YXYW5Y ;913 OECD My Na 65 993 byny MI0WvanNs MY 4 nb

2030 2010 1980 1950 N
134 9.4 8.6 3.8 YN
19.8 12.8 11.3 8.1 N MEIN
20.0 18.6 9.1 5.2 W
19.2 14.6 14.9 10.7 MY
21.8 16.3 14.0 114 naIy
23.0 15.1 11.5 7.7 N
20.5 15.3 12.2 8.5 OECD ysmn

3 MY AR MIPn

(11980-2030 Ynaw3) M3 OECD MYING HITITING M5 20N 25 MY

2030 2010 1980 1950 NIN
23.0 18.0 17.0 8.0 INW
31.7 18.8 17.1 12.5 AN MYIN
31.9 29.5 13.5 9.3 o)
31.1 22.3 23.2 16.0 v
35.8 24.5 21.9 17.2 noIy
37.8 22.1 17.4 12.2 T
33.3 22.9 18.9 2 OECD yymn

100x(65+ 9931 TOWNIN/(15764 D)1 POWYNIN) (1

SSPWB NI YSIID (2




.1960-1985 YNYWY Mnay OECD myana minshnnh nvoinh bpun :6 b

1985 1980 1970 1960
7.2 6.9 5.2 4.1 2NN
5.3 4.4 1.2 13 1o
6.7 6.3 4.9 4.0 LM
12.7 11.5 8.5 6.0 noy
10.6 11.0 6.6 4.0 N
5.0 4.4 1.9 1.2 YN

INY DMV ONWIY YLDYWLYEN PN ; OECD 1988b : mmpn
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IO 1IPY BIDIVYNY AVAPIYH HIVVIDA MNAINND BIHINY MTH MUEITHD 17 MY
DU 89133 ~HI0IDA NVIAN MY Y N7Y 1 1938 (993) P r0Y)

PR (1) (2) (3) 4)

18 24.65 1.51 23.76 2.87

NI PTOVY NPV 1OV YNINN TIVD 19 24.38 1,56 23.47 2.96
N MYPYUN DY IOIHVN INWNN 20 24.11 1.61 23.17 3.05
MMIYN NN MIYN NIV 6% 21 23.83 1.66 22.87 314
MTINN NI 3% N 1DW3 22 23.54 1.71 22.53 3.24
T2 23 23.24 1.76 22.19 3.33

24 22.93 181 21.83 343

012X OOYMHI M1 (1) 25 22.61 187 2147 3.53

26 22.28 192 21.09 3.64

01232 P DD (2) 27 21.94 1.98 20.71 375

28 21.59 2.04 20.31 3.86

DOV 0NN MNT (3) 29 21.22 2.10 19.90 3.97

30 20.85 2.17 19.48 4.09

DI MPY MOIS (4) 31 20.46 2.23 19.05 4.21

32 20.07 2.30 18.60 4.34

33 19.66 2.37 18.14 4.47

34 19.24 244 17.68 4.60

35 18.81 2.51 17.19 4.74

36 18.37 2.59 16.70 4.88

37 17.91 2.67 16.19 5.30

38 17.44 2.75 15.66 5.18

39 16.96 2.83 15.13 5.34

40 16.47 2.92 14.57 5.50

41 15.96 3.04 14.00 5.67

42 1544 3.10 13.42 5.84

43 14.91 3.20 12.82 6.03

44 14.37 3.30 12.21 6.21

45 1381 3.41 11,58 6.41

46 13.24 3.52 10.94 6.62
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7 MY JUNh
27 (1) (2) (3) (4)
47 12.66 3.63 10.28 6.83
48 12.06 3.75 9.61 7.06
49 11.46 3.88 8.92 7.30
50 10.84 4.02 8.22 7.56
51 10.21 4.16 7.51 7.84
52 9.58 4.31 6.78 8.14
53 8.93 4.48 6.03 8.46
54 8.27 4.66 5.26 8.81
55 7.60 4.86 4.46 9.19
56 6.92 5.08 3.64 9.60
57 6.23 5.32 2.79 10.04
58 5.53 5.60 1.90 10.52
59 4.82 5.92 0.97 11.06
60 4.11 6.31 11.66
61 3.38 6.77
62 2.62 7.32
63 1.81 7.99
64 0.95 8.79
65 9.7¢




35

(1, 501909 , 79t 1Y Vynd) nY0IH D HSHY BYTNING DI MOVFN BINND 18N

(1% LYNY) NYMITNTHN DY

(YPY 1IN 31.12.92

i) (Hovo | amp Sv "o
MIMITHON NI

YINYOPN JIND
11,082.0 99,598.3 : 002 2NV
40,896.0 36,019.7 M P
1,703.0 1,643.2 FINOPN NTINY
36,091.8 33,629.3 DYDY MT Y
31,391.3 31,471.0 28,306.1 (91 Yy
110,082.0 99,598.3 s NMIANANN IND
29,303.0 25,364.9 DYDY
27,076.8 24,3035 II¥Y MDY : DIYH
47,664.0 | 44,006.9 1124PY I ; DY)

74,740.8 68,350.4 - DWYaY S ND

6,038.2 6,098.2 5,883.0 TINN
NI NI MM
11,593.0 14,002.4 10,654.8 DYYY NIAS N
13,074.4 13,439.3 11,796.7 MDN NI YA NMdT
MND DMIYHT THRY NN
10,417.6 11,655.0 10,417.6 DYO¥A2 W1 ONIN TIY
497,135 461,915 D¥2¥9 1on
169,647 |, 157,653 DN 'ON
666,782, " 619,568 DXNVYAN I'ND
; DM 'ON DN
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The Pension Crisis in Israel: A conceptual Framework and Possible Solutions
Avia Spivak, Dean of the Faculty of Humanities and Social Sciences, Ben-Gurion

University

Abstract

The paper examines the options for a pension system in Israel in copmparison with the
other pension systems in the developed countries. The basic neo-classical model is
presented for the implications and optimality of the pay-as-you-go and the funded
method of financing of pensions. A basic actuarial model is calculated for the
evaluation of the feasible funded pensions. It is found that for reasonably conservative
rates of return and contribution rates a funded system can be maintained.

The paper employs the conceptual framework to analyze the recommendation of the
Fogel committee on the reform of the pension system. The Committee was appointed
to remedy the actuarial deficit in the Labor union pension funds (in spite of the
susidized rate of return that they receive from the government). Its mandate was to
solve this problem but also to present a comprehensive approach to the entire pension
issue. We agree with the committee that a funded pension is preferable. Unlike the
committee we believe that it must be a mandatory comprehensive system.
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