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Career and Retirement Tracks Following Professional IDF Service*

Sefi Bahar! and Edith Sand?

Abstract

The military pension paid to individual retiring from permanent service in the Israel Defense
Forces (IDF) from the time they leave active duty until the standard civilian retirement age has for
many years been at the center of public and budgetary debate, due to its high cost and its role as
a tool for retaining high-quality personnel. The career path of permanent service members
features a heavy workload—often exceeding that of a full-time civilian position—and, in many
cases, field conditions and frequent relocations without the option of choice. These factors can
also affect the household as a whole. Such unique service characteristics may lead to burnout,
which can hinder integration into the civilian labor market after military service.

These characteristics, together with the accumulation of human capital that is not always fully
transferable to civilian employment and retirement that typically occurs in one’s mid-forties, form
the rational for the military pension—a practice common in other armed forces as well.
Conversely, the existence of such a pension may influence incentives for post-service
employment.

This paper identifies and estimates the negative component of the “service premium” —that is,
the expected gap in civilian income between career service members who retire at the official
military retirement age and those who leave the service voluntarily at an earlier stage. Estimating
this component provides a foundation for understanding the need for compensation through the
military pension. The paper’s main contribution lies in its use of a unique administrative database
encompassing all permanent service members in recent decades, enabling the construction of a
relevant comparison group for retirees rather than a comparison with the general population.
After estimating the basic service premium based on the civilian income of permanent service
members who joined before 1998, the paper examines the impact of policy changes on the
structure of the military pension over the past decade, particularly the effects of the “Kahlon—
Ya’alon” framework (2015) and the arrangement agreed upon between the Ministry of Defense
and the Ministry of Finance in the 2023 budget framework.

An analysis of income over the life cycle reveals that the regular salary of permanent service
members during most of their career is lower than that of those who leave voluntarily, as is their
post-service salary. However, their total income after retirement—combining salary and
pension—is higher than that of those who leave voluntarily.

A simulation of cumulative income from age 27 to 67, based on the capitalization of future
payments, shows that the income of retiring officers was 24% higher than that of those who left
voluntarily, under the budgetary pension scheme applicable to those who entered permanent
service before 1998. This gap narrowed to 14% under the 2023 agreement. Among
noncommissioned officers, the gap decreased from 24% to 19%.

JEL Classification: J4; J26; J31; J33
Keywords: Wage differentials; Military veterans; Retirement benefits
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