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The Minimum Wage, Wage Distribution and
the Gender Wage Gap in Israel 1990-2009

Yuval Mazar and Osnat Peled

Abstract

The ratio of the minimum wage to the average wageeased considerably during the
years 1996 and 2003. The increase was graduaiiolipthe most recent adjustment to this
ratio under the Minimum Wage Law in 1997 (with #eception of a one-time increase in
the minimum wage in 2003). The analysis shows thatmain reason for the gradual
increase in the minimum wage ratio was the sloveeef increase of the nominal wage in
the economy.

The wage income of women in the lowest wage geintiise much faster than that of
women in the higher quintiles, and evidence wasidothat the change in the minimum
wage played a major role in this development. gdapart of the change in wage income
cannot be explained by changes in personal chaistate (e.g., education level) or by
changes in the return on those characteristicseda@r, the pay of women in the lowest
quintile is almost fully correlated with the minimuwage. Based on these findings, we
assess that the minimum wage contributed consibjetalbthe increase in the wages of
women earning relatively low pay, and also maderssiclerable contribution, although to a
lesser extent, to the increase in the wages divelalow-paid men.

Despite the rapid increase in the wage of womethenlowest quintile—compared with
the pay of men and the pay of women in the remaimdiehe wage distribution—the
contribution of the minimum wage to reducing therage gender wage gap in the private
sector was low in absolute terms.

It should be noted that in the current study werthtl focus on the effect of changes in
the minimum wage on total employment, or specificah the employment of low-wage
earners. Thus we cannot rule out the claim thatpthstive effect of an increase in the
minimum wage on the wage distribution may in certarcumstances be reduced or offset.
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1. Introduction and review

The minimum wage is intended to facilitate a faid aespectable level of existence for the
lowest paid earners and to reduce the extent oénpp\and inequality, in particular in
households that have breadwinners. In Israel amdi¢iveloped countries, most of the poor
live in households with at least one breadwinnerphenomenon that is spreading
continually. Since stipulation (and enforcementpnfappropriate minimum wage is likely
to be one of the most important devices for redyi¢cimns phenomenon, it could have far-
reaching implications for the standard of livingemhployed persons and for employment in
both the short term and the longer term.

In the present study we will examine how a gradoatease in the ratio between the
minimum wage and the average wage has affectetbwest wage earners in Israel in the
last two decades. For the purpose of the analygmsuse cross-sectional data on wage
earners in the private sector from annual Incomeveéss of the Central Bureau of
Statistics. We describe and analyze the changekeircomposition of employment and
wages while distinguishing between men and womée. dnalysis shows that the increase
in the ratio between the minimum wage and the @eergage had a positive effect on the
group of lowest wage earners in Israel—an effect ttvas created mainly by the
remuneration channel and less by the employmemneha

By definition, and in view of its purpose, settiagninimum wage implies a higher wage
than that which would have been determined at dgiuim. Accordingly, it may have a
negative effect on the employment of those whors iihtended to protect—workers at the
lowest end of the pay scale, lower skilled or lowducated workers, and workers whom
employers, rightly or wrongly, perceive as lessdmaiive. The impact of the minimum
wage on the labor market and on the entire econemstrongly affected by the economic
environment in which it is applied, so an analydishe implications of the minimum wage
should take into account the specific economic tongs that may affect these
implications. Thus, findings from studies of theeef of the minimum wage on the
employment of low wage earners and on inequaléynat uniform.

Women account for a large proportion of low wagenees, in Israel and worldwide.
Stipulation and enforcement of a minimum wage amainges in it are therefore likely to
have a greater impact on women than men, and asudt will affect wage disparities
between women and men. Numerous studies showhbavage structure, its lower levels
in particular, has a dominant effect on wage disiparbetween women and men, while
changes in the composition of employment (fromakpeect of gender, education and other
personal characteristics) have a secondary effdutse findings are common both to
comparisons over time and to comparisons betweentges (see the series of studies
conducted by Blau and Kahn, for example). HoweWulligan and Rubinstein (2008)
show that the main contribution to the reductionvaige disparities between women and
men from the 1970s until the 1990s derived fromramease in wage inequality among
women, which led to a change in the compositioremmiployment of women. In other
words, wage disparities among women themselvegasedd concurrent with the decrease
in the gender wage gap.



The potential effect of the minimum wage on inequdtl in the economy

Many factors will determine the extent to which thenimum wage affects the wage
structure, inequality and the gender wage gap (Raeel996). Weighted together, these
factors will determine whether inequality decreaaed the wage distribution will be biased
more in favor of low income earners (and/or womemn)whether the income of the weak
strata will actually decrease due to their exclngrom employment and the labor market.

One of the main factors studied in the literaturdhwegard to the minimum wage is the
guestion of the minimum wage payment burden—whethad to what extent, higher
payroll expenses will be reflected in higher pricésgoods (with the burden falling on
those consuming the products manufactured by mimmuage earners), lower profits
(with the burden falling on the employers of lowgeaearners), or the reduced employment
of minimum wage recipients. Among these three pakeffects, the employment effect
has attracted the most extensive attention in ¢leyant literature for over seven decades.
The broad theoretical framework is usually base@ search model—see Eckstein and van
den Berg (2007) for a review of such models. Emglrifindings on this subject are
numerous and diverse, and in particular, do novigeoconcrete proof of the existence or
absence of an employment effédthe complexity of the subject and disagreementéen
authors derivester alia from the fact that in this case as well, the eixtdrthe effect of
the minimum wage is largely dependent on the ecam@mvironment. In any case, key
studies in the US found that even when employmédtieity relative to the minimum
wage is negative, it is close to zero (Card, 1992 Katz and Krueger, 1994; Neumark and
Wascher, 1994; Card and Krueger, 1995). In the B vall, it was found that the abolition
of Wages Councils (which were responsible for sgttthe minimum wage) led to a
decrease in pay but did not contribute to a gromtlemployment (Dickengt al., 1993,
1995; Machin and Manning, 1994, 1996). Later repddllowing the re-introduction of the
minimum wage in the UK, also show that the negasffect of the minimum wage on
employment was limited (Low Pay Commission Rep20t.1).

These findings concerning low or practically zempdéoyment elasticity cannot be
generalized across the board, and cannot be ceds#asi proof that a large increase in the
minimum wage or a very high level of minimum wag#l wot harm employment, or that
even a moderate increase in the minimum wage malgarmn specific industries. In Israel,
for example, it was found that the minimum wage wid affect employment in the food
services industry (which is not tradable) but hatkegative effect in the textile industry as
representative of the tradable industries (FlugsiKand Rubinstein, 2000). Nevertheless,
as long as employment elasticity with respect ® thinimum wage is less than one an
increase in the minimum wage will have the oveséfict of reducing inequality since total
wages paid to low-wage earners will be higher.

Apart from the impact of the minimum wage on empieyt via the demand for labor, it
may also affect the composition of employment, thia supply of labor. For instance, an
increase in the minimum wage could contribute wagh in the labor supply of secondary
breadwinners in middle-class households (pringgpalbmen and youth who would not

! The reference here is to the negative effect ®fimimum wage on employment. It should be notex ith
an employer has monopsonistic power in the receiitnof workers, the minimum wage is likely to have
positive effect by increasing both workers' pay antbloyment.



have entered the labor market at the equilibriungeyalf there is such an effect, it will
contribute to increased income inequafity.

The extent of the effect of the minimum wage orguradity is also largely dependent on
the existence and the structure of other policyrumsents. For example, in countries that
maintain an Earned Income Tax Credit program ("Negancome Tax" programs), the
manner in which the program is devised and the leymization between the minimum
wage and EITC settings are of major importanceti@none hand, subsidies to low wage-
earners could divert responsibility from the employo the government. (The employer
might reduce the wages of workers who are eliditnle negative income tax (EITC) grant,
such that their net wages will not change). Theatexrice of a minimum wage at a suitable
level will prevent this phenomenon from occurrin@n the other hand, setting a high
minimum could lead to a reduction in the grant doehe workers, with only a slight
change in their total income, meaning that theotiffe rate of tax applying to them will be
high, and may create a poverty trap. In a situasiach as this, responsibility is transferred
from the government to the employers, the consuimisow-wage earners themselves (if
a negative effect on employment exists).

Another factor determining the extent of the eff@ftthe minimum wage is the
composition of employment in the economy as a wholeé at the bottom of the pay scale
in particular. The question arises therefore asho is affected by changes in the minimum
wage. The proportion of women and young people @mbtow-income earners is
considerably higher than their share in the pomraand even more, than their share in
employment. In addition, a large proportion of lowome earners are secondary
breadwinners. This is one of the reasons why ataaotisl proportion of low-income
earners in Israel and worldwide do not belong ® ldwest income quintiles and are not
poor. Moreover, many of the poor are children, blisd, unemployed and persons outside
of the labor force—groups that will not be directifected by changes in the minimum
wage (nor by work-dependent allowances and incesfivHere too, the extent of the effect
of the minimum wage on inequality is dependentf@ndconomic environment in which it
is applied.

Another dominant factor is the extent to which thmnimum wage is enforced.
Obviously, the greater the extent of enforcemem, stronger will be the effect of the
minimum wage, all other variables being constarttl@b et al. (2009, 2011) discussed
this issue extensively.

Empirical findings regarding the effect of the minmum wage on inequality worldwide
and in Israel

DiNardo, Fortin and Lemieux (1996) showed that 8Y4 the minimum wage in the US
raised the bottom end of the wage distribution @hetile creating a "spike" in the
distribution around the minimum wage, which waseesgly significant for women. From
the beginning of the 1980s through 1988, this éfiganed completely and inequality
increased, particularly at the bottom end of thgevdistribution. The authors attribute this

21t is difficult to predict the effect of such avd#opment on wage gaps between men and women.eoneh
hand, men with low productivity and pay will be &aed from employment, which will increase the ager
wage of men. On the other hand, the effect on wsrarerage wage is unclear; it may fall becaudggifer
participation of women in the lowest pay tiers,itomay rise as the result of the increase in thaimmim
wage.



development mainly to the erosion in the federalimum wage in that period. Lee (1999)
supported these findings. Autor, Manning and Sn{#010) showed that the minimum
wage has a significant effect on the bottom endhef wage distribution, and that the
erosion of the minimum wage led to an increasaaguality. However, they showed that
this effect is less than that reported in the mresitwo studies, and that for men it is almost
negligible.

The Low Pay Commission in the UK has issued an anreport on the effect of the
minimum wage since its implementation in UK in 1998e Commission's reports indicate
that the minimum wage has had a significant effecthe relative wage of the lowest-paid
in the UK and an even greater effect on the incofm&omen, which reduces the gender
wage gap.

The rest of this study contains four parts: Theosdart describes the development of
the minimum wage in Israel relative to the averagge in the economy. The third part
presents an analysis of the income of low-paid eyg#s in comparison with the changes
that occurred in the minimum wage. The fourth pamtains an analysis of the gender
wage gap in comparison with the changes in thermum wage. The fifth part summarizes
the study.

2. Development of the minimum wage relative to thaverage wage in the economy

In 1968, the minimum wage in Israel was set avallef 39 percent of the average wage in
the economy, and gradually it was raised to 45qyerof the average wage in April 1988.
In April 1997, an amendment to the Minimum Wage Lawreased the level of the
statutory minimum wage to 47.5 percent of the ayeravage per employee post. The
amendment also stipulated that the minimum wage I revised on April 1 every year in
accordance with the average wage in the ecoriofine minimum wage is also updated in
accordance with the cost-of-living increment andthar wage increment that is paid to
most unionized workers under any collective workeaghent. Accordingly, the minimum
wage was raised in January 2003 by 2.1 percerdspect of the cost-of-living increment.
A revision of the Minimum Wage Law went into effemrt June 1, 2006, and in addition to
the legally prescribed indexation mechanism, fidtited three dates for a graded increase
in the minimum wage: to NIS 3,585 on June 1, 2006, 3,710 on April 1, 2007, and NIS
3,850 on July 1, 2008. The law specified that tremeeunts would remain valid for as long
as they were to exceed 47.5 percent of the avevage.

Figure 1 presents the development of the minimumgewalative to the actual average
wage. This ratio might have been expected to beeraptess constant around its statutory
rate. However, the ratio increased considerabimfi®95 and until 2003 due to the manner
in which the minimum wage was revised and the dgraeknt of the average wage. More
precisely, between 1995-1998, two parallel effegstze apparent. an increase in the
statutory ratio between the minimum wage and theragge wage from 45 percent to 47.5

® The average wage that is calculated for the purpbsetting the minimum wage is the average wage pe
employee post in the last three months for whieh@entral Bureau of Statistics has data at the tiftbe
revision. This means that the revision of the mimimwage in every month of April should be basedhan
average wage per employee post in the months Sbptebecember of the previous year. As a result, the
mechanism whereby the minimum wage is revised engear and with a lag of a quarter creates a gap
between the statutory ratio of the minimum wagthaverage wage, and the actual ratio.



percent, concurrent with a rapid increase in thminal (and the real) average wage. As a
result, even though the minimum wage was revisedraétimes a year and not only in
April, it lagged behind the development of actual average wage. ratie between the
minimum wage and the average wage was therefosethes the statutory ratio for most
months of the year and on an annual average. Sheeeffect of the increase in the
statutory ratio was greater between 1995-1998 atie between the minimum wage and
the average wage in the economy rose considel@btyeen 1999 and 2000, the lag in the
revision mechanism had a greater effect, with éselt that the ratio between the minimum
wage and the average wage began to fall. From 2@@&n the economy entered a
recession, the rate of increase in the average Velgsharply, and in 2003 the average
wage declined by 2.5 percent. In that year, deshgedecrease in the average wage, the
minimum wage rose by 2.1 percent due to the coebtdofy increment. Because of these
developments, the ratio between the minimum wagd #re average wage rose
considerably and reached its statutory rate. Fr@®22o 2009, the average real wage
remained practically unchanged. As a result, thie metween the minimum wage and the
average wage ranged around its statutory rate.éfgitcent because when the average real
wage is relatively stable, a delay in the revisidrthe minimum wage has little effect on
the ratio.

Figure 1: The minimum wage relative to the annuala  verage wage !
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Figure 1.a: Development of the minimum wage and the average wage,
2004 prices
8,000 5,000
7,500 - + 4,500
o 7,000 T 4,000
g 2
g g
o
& 6500 + 3,500 §
© 1S
% IS
6,000 - + 3,000 2
5,500 - + 2,500
5,000 T T T T T T T T T T T T T T T T T 2,000
O > IV P N> P P AN O LOCHDL OO O &
D" DD DT DD DO OO L OO O OO
WX I IR PR P PP PP PP
‘ —=— Average wage —e— Minimum wage (right axis) ‘

SOURCE: Average wage per employee post—Central Buag of Statistics (from National Insurance
Institute administrative data).
Minimum wage— National Insurance Institute.

3. Increase in the minimum wage and income of lowgxd workers
3.1 Sources of the data

Data for this study came from Income Surveys fer years 1990 to 2009. Israeli Income
Surveys contain data on Israeli individuals andsetwlds (and do not include data on
foreign workers). The following analysis refers salaried employees only. Part-time
salaried employees working for less than 10 houxeek were excluded from the sample.
An exclusion of this type is accepted in the litera, and is intended to prevent errors
deriving from reporting inaccuracies and from exu®yal cases.

Since the Income Surveys are based on telephoawigws with the respondents rather
than on administrative data, doubts may arise ddgagtthe reliability of the data. A critical
assumption is that respondents' reporting errods thair wage for the periotl are not
correlated, or formally:

Vilh -Wh, =g Lt
Wherevflh is the self-reported hourly wage avih , is the actual wage.

The income survey data have some weaknesses wiichlavant to the present study. The
main weakness is that we only have data on grogesyavithout any details of the wage
components. Under the Minimum Wage Law, a numbewafe components, such as
overtime and bonuses, are not included for the gaepf calculating the minimum wage.
This means that some salaried employees may betedfdy changes in the minimum
wage but will not be identified as minimum wagenegis according to Income Survey data.
Although this phenomenon is more common in the ipuggctor, which is not covered by



the discussion in this study, it also exists intaiarindustries and in the case of certain
occupations in the private sector. As stated, tligld lead to an under-estimate of the
number of minimum wage earners. In addition, il wdt be possible to identify from the
survey data minimum wage earners who work overame are legally entitled to higher
pay for overtime hours. This problem will also Igadan under-estimate of the number of
minimum wage earners. Since these two phenomenanatite same direction, it is
reasonable to assume that the number of minimune \waghers derived from the Income
Survey data ia a lower limit for the real numbenus, minimum wage may have a bigger
effect on people at the bottom of the wage scale+entiwan is apparent from the survey
data. Moreover, it is generally assumed that chengethe minimum wage will affect
salaried employees earning more than the minimugewand practically all those on the
lower part of the wage distribution. Accordinglygsassment of the effect of the minimum
wage with reference only to actual minimum wageipieats will produce an under-
estimate of its effect in practice.

3.2 The minimum wage and minimum wage earners oveime

Figure 2 presents the proportion of workers ingheate sector earning the minimum wage
or less (hereinafter: minimum wage earners), tagethth the development of the ratio of
the minimum wage to the average wagdthough the increase in the ratio of the minimum
wage to the average wage might have been expextedd to a corresponding growth in
the proportion of minimum wage earners, it can éensthat despite the rise in the ratio
between the minimum and the average, the propodiaminimum wage earners did not
increasan a similar manner.

Figure 2: Minimum wage relative to average wage and rate of those earning minimum
wage and les s
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SOURCE: Central Bureau of Statistics Income SurveysNational Insurance Institute data
and the authors' calculations.

* As is usual, the analysis is focused on the busisestor alone because the wage determination misas
in the public sector operate in a different manridoreover, no trend was recorded during the period
reviewed in the wage gaps between men and womigne ipublic services.



From the gender perspective (Figure 3), a downtrenépparent until 2001 in the

proportion of minimum wage earning women to towinéle salaried employees in the
private sector, concurrent with a moderate uptrienthe proportion of minimum wage

earning men. After 2002, relative stability wasomeled in the proportion of minimum

wage earners among both men and women. As a rebuthese developments, the
proportion of women among low-wage earners decceasél 2001, but remained much

higher than their proportion among salaried empsyi@ the private sector. Moreover, the
downtrend in the proportion of women among minimwage earners is counter to the
uptrend in their proportion among all private seamployees, which rose to 38 percent
from 35 percent in 1995. Gottlieb et al. (2009, POdresent similar findings.

Figure 3: Rate of those earning less than minimum wage per hour, women and
men, and rate of women among less than minimum wa  ge earners
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SOURCE: Central Bureau of Statistics Income Surveyand the authors' calculations.

From the aspect of minimum wage earners by indudisiribution, it is concluded that
most of the increase in the proportion of male munin wage earners between 1995 and
2001 derived from the construction industry. (Ire tkample period, an average of 12
percent of male minimum wage earners were emplayeithat industry). Note that the
construction industry was heavily affected by chemgn labor force composition and
particularly by foreign workers' entry to the inthys (Foreign workers are not included in
Income Survey data, but their entry to the industmgtributed to a decrease in the wages of
Israeli employees on the same occupational lewgd. uptrend is noticeable in the
proportion of women earning the minimum wage os letien observing each industry by
its own.

It is therefore apparent that men were more afte¢kan women by the structural
changes in the economy that led to pressure toceethe pay of low wage earners, but
were concurrent with the changes in the minimum evddowever, as is shown in this
study, the effect of these changes on the proportib minimum wage earners was
significant only until 2001.
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Another possible reason for the stability in thegartion of minimum wage earners,
despite the increase in the minimum wage and its ta the average wage, could be more
stringent enforcement, which would have helpedease the pay of low-wage earners.
Although we have no direct data on the extent ébreement in the years of the sample, an
examination of the budgets directed at enforceroéttie labor laws does not indicate that
changes in these budgets had any significant etiacthe extent of enforcement. The
enforcement budgets are very [8vand for most of the years enforcement activity was
limited and inadequate (State Comptroller RepoECO Report). While enforcement
budgets and the number of job slots for supervis@® increased during recent years, the
number of supervisors is still very low by inteipatl standards, at approximately one
guarter of that prescribed by the ILO. We therefassume that the extent of enforcement
was not the main factor behind the increase inmiemum wage and its ratio to the real
average wage.

Stability in the proportion of workers earning dethan the minimum wage could
therefore reflect one of two separate developments, combination of both. In the first
case, the pay of workers earning slightly more tham minimum wage (between the
previous minimum wage and the new minimum wagehighly correlated with the
minimum wage. In this case, when the minimum wagseiases, so too will the pay of
these workers, and the proportion of workers egrfess than the minimum wage remains
fixed, like the composition of the labor force laglow wage levels. (Hereinafter: the wage
scenario). In the second case, an increase in itiienom wage contributes to the exclusion
of workers with particularly low pay and productivi At the same time, all those whose
pay is between the previous minimum wage and the m&imum wage are now within
the category of "those earning the minimum wagkess". In this case, the participation of
those earning less than the minimum wage remams#asi But since the total number of
employed persons and the composition of employnagithave changed, more highly
skilled workers will be found among minimum wagereas (the employment scenario).

Panel data analysis, which makes it possible toitmothhe employment status and pay of
individuals over time, could have facilitated idéonation of channel via which the
minimum wage affects the wage distribution. Thisuldobe by determining whether the
stability in the proportion of minimum wage earn#roughout the period derived from an
increase in the pay of those earning slightly ntbes the minimum wage as well, or from
a negative effect on the employment of individwalthe bottom of the pay scale.

In the absence of panel data in Israel, we will wge indirect methods. First, we will
analyze the characteristics of existing workerghanbasis of the annual Income Surveys.
Second, we will compare the characteristics ofettmployed with the unemployed by using
Labor Force Surveys. The purpose of this analgsts investigate what changes occurred
in the composition of the characteristics of lowg@aarners (who earn minimum wage or

® The budget for the enforcement of the labor lawedsited in the "labor relations" budgetary itenfiai
was the preserve of the Ministry of Employment uB604 and subsequently, the Ministry of Trade and
Industry. (The number of the item was 230310 W24 and 361310 thereafter). Another budgetary item
"supervision of labor laws". (The number of thartevas 230315 until 2004 and 361315 thereafter)udict
expenditure under the first item at 2009 prices amed to NIS 3 million in 1998, fell to NIS 2.5 hidn in
1999, increased to an annual average of NIS 4anilbetween 2000 and 2004, rose again in 2004 &igha
and exceptional observation was recorded in itG09R2 Actual expenditure on the second item doubimah
NIS 8 million to NIS 16 million until 2002, but hdseen highly volatile since then. Anyway, both iteens
are very small and the changes in them do not agpeaave affected enforcement of the Minimum Wage
Law.
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less), at both the absolute level and in comparisdh higher-wage earners and with
unemployed people. If no major change occurs inctieacteristics of low-wage earners,
we will be able to deduce that the dominant effeas exerted via the "wage scenario"—
meaning that even if the minimum wage had a negatffect on employment, it was not
dominantin its effect on the wage distribution.

Table 1 presents the characteristics of workers @droed less than the minimum wage
compared with those who earned more than the mminmuthe same years, separately for
men and women. The characteristics that were selete the worker characteristics that
are frequently used in wage equations as a praxghéoworkers' productivity.

Table 1**
Workers who earn less the than minimum wage
Avarage Avarage
hourly monthly Educated Years of Immigrants
wage wage share schooling  Tsabar share share Married share Arabs share Age Work Hours ~ Years
10.0 1,735 0.16 12.2 0.58 0.33 0.42 0.14 32.2 39.5 1999-1996
13.2 2,226 0.19 12.4 0.54 0.40 0.44 0.11 32.7 38.6 2004-2000
13.7 2,266 0.19 125 0.48 0.38 0.42 0.09 333 37.6 2009-2005
Workers who earn above the minimum wage
31.7 5,392 0.30 13.2 0.44 0.19 0.64 0.03 36.9 39.1 1999-1996
37.1 6,372 0.36 13.6 0.41 0.23 0.64 0.03 37.1 39.2 2004-2000
384 6,683 0.39 13.8 0.38 0.24 0.63 0.02 38.2 39.2 2009-2005
The ratio The gap
31.6% 32.2% 0.14 1.0 -0.14 -0.14 0.22 -0.12 4.7 -0.4 1999-1996
35.5% 34.9% 0.17 11 -0.14 -0.17 0.20 -0.07 44 0.6 2004-2000
35.6% 33.9% 0.20 14 -0.10 -0.13 0.21 -0.07 4.9 1.6 2009-2005
The medians' ratio
43.7% 41.4%
48.4% 44.3%
49.1% 43.2%

Workers who earn less than the minimum wage
Avarage
Avarage  monthly Educated Years of Immigrants
hourly wage ~ wage share schooling  Tsabar share share Married share Arabs share Age Work Hours ~ Years
9.9 2,056 0.13 11.4 0.62 0.30 0.45 0.22 32.7 46.2 1999-1996
133 2,728 0.13 11.7 0.54 0.27 0.47 0.30 333 47.0 2004-2000
14.0 2,846 0.14 11.8 0.42 0.22 0.46 0.33 33.9 46.2 2009-2005
Workers who earn above the minimum wage
39.6 8,192 0.27 12.6 0.57 0.17 0.75 0.18 39.4 47.6 1999-1996
44.6 9,246 0.32 13.1 0.47 0.20 0.75 0.15 39.7 47.5 2004-2000
44.4 9,171 0.34 13.3 0.41 0.20 0.74 0.15 40.5 46.9 2009-2005
The ratio The gap
24.9% 25.1% 0.14 12 -0.06 -0.13 0.30 -0.04 6.7 1.4 1999-1996
29.8% 29.5% 0.19 14 -0.07 -0.07 0.28 -0.16 6.4 0.5 2004-2000
31.5% 31.0% 0.20 1.6 -0.01 -0.02 0.28 -0.18 6.7 0.8 2009-2005
The medians' ratio
37.5% 34.9%
42.2% 41.2%
45.7% 45.0%

SOURCE: Income Surveys for the years 1996 to 200®@prkers who declared that they worked less than
10 hours a week.

** Definitions:

Work hours—average number of work hours a week.
Immigrants—those who immigrated since 1990.
Sabras—native-born Israelis.

Educated—workers with at least 15 years education.
Wages—at 2004 fixed prices.
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Table 1 clearly presents the situation with respechen: The productivity characteristics
of salaried employees earning the minimum wagelessl erodedlightly in comparison
with workers earning more than the minimum wageveé\iheless, their relative—to the
average and median—pay increased. This means lbaintrease in the pay of those
earning the minimum wage and less derived not faoomange in the composition of that
group, but from a genuine increase in pay. Moreog®en the change in the composition
of the group, their relative pay would have beepeeked to fall, while in practice it
actually rose.

The situation with respect to women is more compWhkile the increase in the average
number of years of education of women earning ti@gmum wage and less was smaller
than the same increase among female workers eammang than the minimum wage, the
decrease in the proportion of Arab female workevkose relative pay is lower) was
greater. As was the case with men, the pay of wosaening less than the minimum wage
increased more rapidly than the pay of those egmmare than the minimum wage.

In order to substantiate the claim that the chamgése composition of labor force at the
low-wage levels actually had the effect of redudimg remuneration of those at the bottom
of the pay scale, we ran binary regressions thamate the parameters affecting the
changes of earning the minimum wage and less (Ta&ble in the appendix). The
regressions were run separately for each yearwenthen compared the parameters over
the years. Like the findings in Table 1, this tekbwed that changes in the labor force
composition of minimum wage earners actually ledatalecrease in their pay. As an
example, it was found that over the years the megaffect of education on the chances of
earning the minimum wage or less intensified, nyafol men (see the diagram enclosed
with Table A.1 in the appendix). This means thatgithe other explanatory variables, the
relative chance of educated workers to earn minimuage or less decreased over the
years, or in other words, workers earning less thanminimum wage became relatively
less educated. Hence, we showed that an increa® irelative pay of minimum wage
earners did not appear to derive from the employreéiect—retrenchments of low-paid
workers concurrent with a change in the labor faa&position.

In order to support the claim that the minimum waggs a major factor behind the
increase in the earnings of those at the bottoth@fpay scale, we adopted an additional
approach. With the help of simple Mincerian reg@ss we began by calculating the
predicted hourly wage of each worker, and in paldicthat of minimum wage earners. We
then compared the predicted wage of the group opleethat actually earn minimum wage
or less with the predicted wage of those who alstiedrn more than the minimum wage.
The predicted wage of both groups increased atrg s@nilar rate over the years.
(Appendix table A.2 presents the variables and #&imates in annual wage regressions).

We then compared thactual pay of the worker with theipredicted wage. Figure 4
presents the ratio between the actual pay andrddigred wage of minimum wage earners
over the years. As expected, it can be seen tisatatio was very small throughout all the
years, meaning that the actual pay of these wonkers less than their predicted wége.
More interesting is the development of this ratunich was very similar for men and for

® The regression passes through a line of the averageaning that the coefficients of such charzasttesi as
education and age reflect the average return osetloharacteristics. Pay is also affected by unebder
characteristics (such as ability). It can be assurnigat among low-wage earners, the unobserved
characteristics have the effect of reducing thay (relative to their contribution among high-waegrners).
Accordingly, the pay of workers in the bottom payrdile will be less than their predicted wage.

13



women, and had a high correlation to the ratio betwthe minimum wage and the average
wage. That is, the higher is the minimum wage redatio the average wage; the higher is
the ratio between the actual pay of minimum wageera and their predicted wagkhat
means that the unobserved characteristics had keweagative effect on wages. It should
be noted that a similar calculation for those ia lottom pay quintile (instead of minimum
wage earners) produced a result identical to thhesegmted in Figure 4. However, a
calculation for those earning more than minimum evagoduced a completely different
result. This finding substantiates (but does nalvg) the claim that an increase in the
minimum wage led to a genuine increase in the gaphase earning the minimum wage
and less, and that a change in composition alomé &gplain the development of the wage
structure.

Figure 4: Ratio between actual payand the predicte  dwage of workers earning less
than the minimum wage
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SOURCE: Income Surveys for the years 1996 to 200@,orkers who declared that they worked at least
10 hours a week (predicted wage and National Insuree Institute data (minimum wage).

Notwithstanding the above-mentioned, were it notthe increase in the minimum wage,
the characteristics of low-paid workers might haveded even more than that observed in
comparison with the rest of the population. Therease in the minimum wage may
therefore have led to retrenchments of workers Vaw productivity. Were it not for the
increase in the minimum wage the actual erosiath®fcharacteristics of low-paid workers
might have been even greater

It would have been better to examine this issuenleyans of panel data as well. In the
absence of such data, we tested whether it isljedsi estimate the remuneration of low-
paid workers on the basis of personal charactesisind to examine whether the variance in
the personal characteristics of low-wage earners eearelated with the chance of being
employed during the period. The test showed theggomel characteristics can't explain the
variance in the chances of low-wage earners torbplayed (R-square of less than 8
percent).
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In contrast, personal characteristics provide gaigood prediction of pay and the pay
variancebetweenthe quintiles. Hence, we estimated for each yleareach wage quintile,
and for men and women separately, the chance n§lenployed and the chance of being
unemployed of an individual whose characteristressamilar to the average characteristics
of the same quintilé.The characteristics are: education, age, beingnamigrant (dummy
variable), and being a member of a minority (dumrasiable). Details of the results of the
parameters of those regressions for a number etteel years can be found in Appendix
table A.3. It is thereby possible to calculate tbitive chance of being employed or of
being unemployed in each year, while comparing betwindividuals whose characteristics
are similar to those of low-wage earners (the lawesye quintile—hereinafter those with
low income-earning ability), and those whose charéstics are similar to high-wage
earners (hereinafter those with high income-earalntity).

We found that for women with low income-earningli#pi the relative chance of being
employed or the relative chance of being unemplogedot correlatecat all with the
development of the ratio between the minimum wagkthe average wage of women, but
is partly correlated with the development of theorbetween the minimum wage and the
general average wage (0.55 and 0.59 Pearson deeffiacespectively for the chances of
employment and unemployment). Among men with loaome-earning ability however,
the relative chance of being employed was founbet@orrelatedo a considerable extent
with the development of the ratio between the mummwage and the average wage of men
(0.82), and with the development of the ratio betvéhe minimum wage and the general
average wage (0.81). But no high correlation wasdobetween the relative chance of men
with low income-earning ability being unemployedidathe development of the ratio
between the minimum wage and the average wage nfand the general average wage
(0.54 and 0.43 Pearson coefficients respectivelj)ese developments are presented
separately for men and women in Figure 3.

It is possible to conclude by saying that throudhbe entire period studied, the relative
chance of employment for high income-earners (antamtly men and women) increased, in
comparison to workers with low income-earning ailirhis development was concurrent
with the increase in the ratio between the minimunage and the average wage. These
findings could be indicative of a negative emploptneffect of the increase in the
minimum wage, mainly with respect to men. Neveghsg| during the same period a
number of additional factors could have contributethe reduced chances of employment
for individuals with low income-earning ability:

An increase in the relative demand for skilled andir educated workers
Globalization and liberalization, together with htech oriented structural changes led to
an increase in the relative demand for educatekevsrand to a drop in demand for
poorly-educated workersnfer alia due to the opening up of the economy to competing
imports in the textile industry and in other traaliial industries). The ratio between the
foreign trade and GDP, which is an index for théeek of the economy's openness, rose
during the period and had a high correlation with telative chance of men with high-
wage earning ability being employed. The increaste relative demand for workers with
a high level of human capital could intensify tlileet of changes in the minimum wage on
the employment of workers with a low level of huncapital.

"We used Labor Force Survey data for the purposalofilating the "chance of employment" equation.
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Competition from non-Israeli workers: Most of the non-Israeli (foreign and
Palestinian) workers employed in Israel are empmloye low skills industries and
occupations—the type of posts for which Israelithwow-wage earning ability compete.
The proportion of non-Israel workers in the to&ddr force in Israel is relatively high, but
stable since the end of the 1990s, and it is nweladed with the reduced relative chance of
employment described below.

Changes in the social security system and in policfor the encouragement of
employment: During the last decade, far-reaching changes wexde in the allowances
system. Most of the changes were aimed at redunoane from allowances, which was
intended to have the effect of increasing the sumbllabor on the part of allowance
recipients, by encouraging more people with lowome-earning ability to participate in
the labor market. Without a mandatory minimum wagehange of this type would have
had the effect of increasing the employment of ¢hegh low income-earning ability and
reducing the wage in the quintile—in the oppositedion to the wage developments
which we have reported.

Figure 5 presents the development of the hourlyimnim wage and the average hourly
wage in the bottom wage quintile (both in real t&knThe high correlation between them
derives from the high proportion of minimum wagenea$, whose pay is probably
affected directly by the minimum wage. It can ba& g¢hat most of the findings presented
below support the hypothesis that the minimum wzagk a major impact on the actual pay
of those with low income-earning ability, while gffect on their chances of employment,
if there was any such effect, was less significant.

Figure 5: Developmentofthe minimum wage andpayi  n the bottom quintiles
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4. Increase in the minimum wage and the gender wagg@p

Figure 6 shows the development of the real howbrage wage for men and women
between 1996 and 2009. The development of womaysmas highly correlated with the
development of men's pay, although women's pay mome than that of men: During the
period, men's pay increased by 34 percent in sgals and women's pay increased by 51
percent, rates reflecting average annual increa@sl and 3 percent, respectively. The
ratio between women's and men's hourly wage, wvige 72 percent in 1995, rose to 85
percent in 2006, and then fell to 81 percent in200

In the following analysis we will present evidenalethe contribution of the minimum
wage to the decrease in the gender wage gap. Higsenpresented is qualitative and not
guantitative, because in the absence of panelidats not possible to isolate the effect of
the minimum wage from other factors that affectesl wage gaps in the same period. The
analysis shows that although an increase in themmim wage has the effect of reducing
the gender wage gap in the private sector, itsaiterelatively minor.

Figure 6: Average wage of men and womenin the busi  ness sector
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SOURCE: Central Bureau of Statistics Income Surveys

Most of the wage variance can be explained byritlvidual's characteristics (such as age,
education and occupation). Accordingly, much of thes difference in wages and the
changes in this gap can be attributed to differenneindividual characteristics between
women and men, and to different developments otdmeposition of employment from the
aspect of these characteristics. Figure 7 presantgifference in hourly wage against the
estimated coefficient of the dummy variable "mam'aiwage regression, with and without
control for other individual characteristics. Evaren controlling for other individual
characteristics, there is a continuous decreasgemder gap, although the gap remain
significant. This means that men had unobservedhcteristics which conferred them with
higher pay throughout the entire sample period.
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Figure 7: Effect of "man"variable on pay
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SOURCE: Central Bureau of Statistics Income Surveys

The coefficient of the "man” dummy variable sumsallghe gender differences in return to
personal characteristics (such as education andrggh We break down the gender wage
gap into two components: the part of the gap thay e attributed to different personal
characteristics, and the part that may be attribtdeother factors. In order to do so we will
estimate what women's pay would have been hadrémgived the same return on their
characteristics as men. An analysis of this typmiked decomposition (Oaxaca, 1973).

The analysis shows that the differences in thermetun the characteristics of men and
women are dominant in explaining the gender wage gad the change in them explains
the decrease in the gap throughout the period.fifdsg conforms to the findings relating
to the development of the gender wage gap in theldpeed countries, which is explained
mainly by the wage structure and to a lesser extgnthanges in the composition of the
characteristics mentioned. The most notable chaogaeg the period was the increase in
the return on the number of work hours of worflemhile no significant change was
observed in other returns.

The increase in the return on the number of workrfiof women relative to men reflects
the positive correlation between the increase ensilze of the job slot of women, and the
income-earning decile to which they belong: Durihg period studied, the lengthening of
the work hours of female salaried employees inptineate sector who are in the upper part
of the wage distribution (from the fifth decile ang to the top decile) was greater the
higher the income-earning decile involved was. Tbeelation expressed in the regression
between longer working hours and higher pay (pamhmay therefore not reflect the
return, but the existence of another unobservedaar which is correlated both with
working hours and high pay. No similar developmeas observed in the pay of men.

° The work regressions refer to wage per hour, withncrease in the return on the number of work$iou
reflecting an increase in the premium paid to worfegrthe willingness to work in posts that requivager
working hours. Discussion of the factors behindeheergence of this trend, such as feminism, awaseaed
other cultural changes could form the basis fointgresting additional study.
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Figure 8a: Real increase in precentage of wage per  hour from 1996-1997 to 2002-2004
by wage quintile, women and men
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Figure 8b: Real increase in precentage of wage per  hour from 2002-2004 to 2007-2009
by wage quintile, women and men
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Figure 8c: Real increase in precentage of wage per  hour from 1990-1991 to 1994-1995
by wage quintile, women and men
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The decrease in gender wage gap is seen mostyclehdn looking separately at the

developments by wage quintiles. Figure 8a prestmgsincrease in the real wages of

women and of men between the years 1996-1997 anddhrs 2002-2004 by wage
quintile. Two notable developments are apparemn filis diagram:

1. The increase in women's wages was greater i@t men in all of the quintiles, that
is, throughout the entire wage distribution.

2. The average wage of female salaried employet®ibottom wage quintile rose by 74
percent, which was the highest rate of increasmmparison with women in the other
quintiles. Among men however, this phenomenon less notable, and the increase in
men's pay throughout the income-earning quintlesng the period was quite similar.

Figures 8b and 8c present a similar calculatiordftierent periods, the mid-2000s and the

early 1990s, respectively. It can be seen thatiévelopment of wages by quintiles in these

periods differed greatly from the development pnése in Figure 8a. In the mid-2000s

(Figure 8b) the real wage continued to rise inddlithe quintiles, but at a lower rate.

Moreover, the rate of increase in the real wage hwglser among women the higher was

their quintile affiliation and with men, among tleolselonging to the bottom quintile. In the

early 1990s (Figure 8c) the rate of increase inréa¢ wage was moderate in all four lower
quintiles, and even negative in some cases. Thevagge rose appreciably only among the
top quintile of men and the top quintile of women.

The fact that the real wage of women belonginghe bottom wage quintile rose
concurrent with the increase in the minimum wagen®a partial basis for the hypothesis
that the minimum wage affected the gender wage @aporder to provide a further
statistical basis for this hypothesis, we examitieddevelopment of the predicted wage of
women and men wage quintile. Figure 9 presentsehleincrease in the predicted wage of
women and men by quintile between the years 199%7a8d the years 2005-2007. Here
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too, the (predicted) wage of women rose more rgpidan that of men throughout the

entire wage distribution. Notable in comparisonhwitigure 9 and the actual wage is the
fact that the predicted wage of women increasecerstmwly than their actual wage. That

is, apart from the improvement in human capital &nel return on characteristics, an

additional, unexplained increase in pay occurradviéw of the high correlation between

the development of the pay of female salaried eygas at the bottom of the pay scale, and
the development of the minimum wage, it can be rassuthat much of the unobserved

increase in their actual pay derived from the iaseein the minimum wage.

Figure 9a: Real increase in the predicted wage per  hour between 1996-1997 and 2002-
2004 by pay quintile, women and men
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Figure 9b: Real increase in the predicted wage per  hour between 2002-2004 and
2007-2009 by pay quintile, women and men
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Figure 9c: Real increase in the predicted wage per  hour between 1990-1991and 1994-
1995 by pay quintile, women and men
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The differential increase in wages along the waig&idution of women caused a bigger
contraction of the gender wage gap among low-paitkars. Consequently, the change in
the gender wage gap among workers in the high wageile was the smallest (Figure 10).

Figure 10: Change in genderwage gap between 1996-1 997 and 2002-2004
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Eventually, Figure 11 presents the acttalo between the hourly wage of women in the
bottom quintile, and that of women in the top qientFigure 11b presents a similar
calculation for men. It can be discerned that teeetbpment of the actual ratio for women
was largely correlated with the development of idgo between the minimum wage and
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the average wage (in contrast to the predigtade, which was not found to be correlated
with the development of the minimum wage). But sittee effect of the minimum wage on
the pay of men was smaller, the correlation betwidendevelopment of the minimum
wage, and the ratio of the pay of men in the bottpamtile and of men in the top quintile
was very low (Even though the correlation was mhigiher than the correlation between
the development of the minimum wage and the ratithe predicted wage between the
quintiles). This finding, which is robust, conforitsthe high correlation between the wage
of women in the bottom quintile and the minimum wag

Figure 11a: Ratio between wage perhourin bottomq uintile
to wage in upperquintile, women
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Figure 11b: Ratio between wage per hour in bottom q uintile
to wage in upper quintile, men
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In order to examine the extent to which the minimwage affected the decrease in the
gender wage gap, we estimated the contributioh@féduction in the gender gap in each
of the wage quintiles to the decrease in the aeeveape gap. Each time, we calculated the
average wage gap when the women's wage in a spqaifitile rose at the same rate as
men's wage in the same quintile (i.e., if the wage in the same quintile remained

unchanged), while other wage developments weredhee as what actually happened.

Figure 12: Quintiles' contribution to contraction o fgenderwage gap between 1995-
1996 and 2002-2004
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Figure 12 quantifies the contribution of the nanrmgvof the gender wage gap in each
quintile to the narrowing of the average genderevgap. It was found that the contribution
is greater the higher the wage quintile. This fiigdimay be surprising in view of the
previous findings, and the more rapid narrowingtled gender wage gap in the bottom
quintile. However it should be noted that this fimgireflects the high inequality in wages:
The upper quintiles' share in total wage bill isgiderably larger than their proportion in
the population, with the result that any changthengender wage gap in these quintiles has
a bigger impact on the total wage gap.

The reduction of the gender wage gap can be gmiit iwo components: The part
reflecting narrowing of the gap between the predicivage of women and the predicted
wage of men, and the part reflecting the narrovahthe gap in the unobserved component
of remuneration (the difference between actual &y the predicted wage). If we make a
conservative assumption that the changes in themmim wage had no effect on the
predicted wage gap between men and women, andhinatcrease in the minimum wage
had no effect on the development of wages in tloerse wage quintile (assuming no
spillover from the change in the minimum wage te tihange in the pay of those earning
slightly more than the minimum wage), we will belealio calculate the imputed
contribution of the increase in the minimum wag@aorowing of the overall gender wage
gap™® If the pay of men and women were to increase énlgccordance with changes in

19 This estimate is likely to be an under-estimatéhefreal effect of the minimum wage. This is beeaiine
minimum wage is likely to affect the predicted wagge well as the pay of those in higher income-earni
quintiles. However, additional, unobserved factoesy have the effect of reducing the gender wageagdgf
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their characteristics and the return on them (ghatxactly in accordance with the increase
in their predicted wage), the contribution to tleluction in the total gender wage gap
would be 7.1 percent (and not 17 percent as inglican Figure 12). Under relatively

conservative assumptions therefore, the increastanminimum wage contributed 7.6

percent to the reduction in the average gender wagein the private sector during the
period studied, 0.66 percentage point out of treyall/reduction of 8.7 percent.

Summary and conclusions

The ratio between the minimum wage and the averagge rose from the end of the 1990s
and until 2003. The dominant factor behind theease was the slower rate of increase in
the average nominal wage, which contributed to ceduerosion of the minimum wage.
The most recent statutory change in the ratio batviee minimum wage and the average
wage was in 1997. Under this change, it was stipdlghat the minimum wage would rise
to 47.5 percent of the average wage. The increafeiminimum wage in 2003 was a one-
time increase and related to the amount of thermim wage, rather than its ratio to the
average wage. This increase came as an adjustmethtetcontinuing erosion in the
minimum wage during the years preceding the adjeistm

During the period when the minimum wage increaded, wage-earners' chance of
employment decreased. In the absence of an adedat@dase, it is not possible to know
whether this decrease resulted from the changkeinminimum wage. From the aspect of
labor force composition however, we found thatcbmposition of personal characteristics
of low wage-earners did not show any improvemenis therefore reasonable to assume
that the minimum wage did not have a significargatizve effect on employment.

Between 1995 and 2007, the pay of women in theobottuintile of the wage
distribution in the private sector rose far morpidéy than that of women in the higher
quintiles, and we found evidence that the changehe minimum wage contributed
substantially to this development. Since the ptedicwage of women in the bottom
quintile rose less than total wages, the changledrobserved characteristics of women and
the return on those characteristics cannot exlidithe increase in pay. Moreover, the total
pay of women in the bottom quintile is almost coetely correlated with the minimum
wage. Accordingly, we estimate that the minimum evagade a considerable contribution
to the increase in the pay of those women. Thesas® in the pay of men in the bottom
quintile was slower, meaning that the gender wage &t the bottom of the pay scale
contracted.

Although the more rapid increase in women's paypamed with men's pay is common
to all the quintiles, its size was in inverse pmijom to pay. This means that the gender
wage gap in the top quintiles decreased less thahd bottom quintiles. However, the
contribution of the upper quintiles to reducing #werage wage gap was greater because of
the level of their earnings. Accordingly, desplie timportant contribution of the minimum
wage to reducing the gender wage gap in the bafuantile, it had an only minor effect on
the average gender wage gap in the entire prieat®Is

these factors do exist, this estimate will be aerastimate. As we saw previously, the majoritgtfictural
factors actually had the effect of reducing the pdylow-wage earners, and thereby contributed to an
expansion of the wage gap. In our estimation tloeegfthe estimate presented below is an over-coatbes

estimate of the impact of the minimum wage
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Appendix

Figure A.1: The share of workers who earn less thathe minimum wage, all workers and
just workers who worked 21 hours per week at least
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Figure A.2: the distribution of the log-monthly-wage of men in years 1996-97,1999-2000, 2008-09
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Figure A.2: the distribution of the log-monthly-wage of women in years 1996-97,1999-2000, 2008-09
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Figure A.3: the difference in the chances of low eaer potential to be employed or unemployed

compared with high earner potential
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Table A.1
Logistic Regressions on the probability of earnindess than the minimum wage

-0.13

0.03

0.22

-0.03

0.37

0.57 -0.13 0.03 0.18 -0.06 - 1039 0.00 | -0.03 0.00 | 0.38
0.63 -0.09 0.01 0.16 -0.01 - 1036 0.00 | -0.03 0.00 | 0.35
0.70 -0.11 0.03 0.15 -0.02 - 1036 0.00 | -0.03 0.00 | 0.37
0.64 -0.13 0.04 0.13 -0.01 - 1022 0.00 | -0.03 0.00 | 0.37
0.60 -0.14 0.01 0.18 -0.02 -0.21 1 0.24 0.00 | -0.03 0.00 | 0.38
0.48 -0.16 0.04 0.23 0.03 - 1037 0.00 | -0.02 0.00 | 0.35
0.68 -0.12 0.01 0.12 -0.04 - 1021 0.00 | -0.03 0.00 | 0.36
0.56 -0.13 0.03 0.21 0.03 - 1027 0.00 | -0.03 0.00 | 0.36
0.61 -0.12 0.03 0.14 -0.01 - 1030 0.00 | -0.03 0.00 | 0.36
0.62 -0.12 0.00 0.17 0.01 - 1037 0.00 | -0.03 0.00 | 0.35
0.80 -0.14 0.02 0.18 0.01 0.43 | 0.32 0.00 | -0.04 0.00 | 0.36
091 -0.14 -0.01 0.13 0.00 - 1040 0.00 | -0.04 0.00 | 0.36
0.55 -0.16 0.04 0.14 -0.01 - 1033 0.00 ] -0.03 0.01 ] 0.37

The probability to earn less than the minimum wage,

Educated parameter

-0.05\9Q°

-0.10 ~

-0.15 ~

-0.20

——Men —=-Women
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Table A.2: Annual Mincer Regressions on the log-wag (the regressions also include dummy
variables for the main economy branches of the woeks)

Men
e | nin niroxn won | T nny ' wIn ny UK mn DM 2 yma'm m Ty niyw |ADJRSQ
1995 0.999 3,482 0.015 0.019 -0.441 0.225 | 0319 -0.104 -0.001 0.088 0.001] 31%
1996 0.613 3,391 0.031 -0.019 -0.428 0.196 | 0517 -0.024 -0.001 0.088 0.001] 33%
1997 0.808 3,124 0.027 0.056 -0.430 0.170 [ 0413 -0.177 -0.001 0.082 0.001] 34%
1998 0.862 5,840 0.035 0.041 -0.422 0.159 | -0.125 -0.200 -0.001 0.090 -0.003 | 31%
1999 0.773 5,611 0.043 0.043 -0.454 0.145 | 0547 -0.201 -0.001 0.082 0.000 ] 35%
2000 1.211 5,554 0.043 0.078 -0.396 0.190 [ -0.361 -0.222 -0.001 0.069 0.000 ] 36%
2001 1.215 5,554 0.050 0.091 -0.415 0.129 | -0.463 -0.319 -0.001 0.068 -0.001 | 35%
2002 1.291 5,518 0.038 0.074 -0.381 0.137 | 0388 -0.295 -0.001 0.069 -0.001 | 33%
2003 1.383 5,494 0.032 0.102 -0.378 0.140 | -0.198 -0.296 -0.001 0.070 -0.001 | 29%
2004 1.318 5,692 0.040 0.081 -0.399 0.146 | -0.209 -0.296 -0.001 0.067 -0.001 | 33%
2005 1.527 5,784 0.033 0.077 -0.387 0.109 | 0335 -0.336 -0.001 0.066 -0.001 | 33%
2006 1.299 5,887 0.043 0.089 -0.347 0.118 | -0.367 -0.319 -0.001 0.066 0.000 | 33%
2007 1.238 5,706 0.049 0.079 -0.353 0.083 | -0.230 -0.288 -0.001 0.063 0.001] 33%
2008 1.188 5,871 0.053 0.119 -0.340 0.111 | 0344 -0.317 -0.001 0.067 -0.000 | 34%
2009 1.294 6,075 0.041 0.054 -0.248 0.163 | -0.375 -0.358 -0.001 0.066 0.000 | 32%
Women
Years of

Year | Intercept n schooling | IsraeliBorn [ Immigrant | Ashkenazi |Orthodox Arab Age squared Age Hours Work JADJRSQ
1995 0.514 1,180 0.057 -0.087 -0.523 0.031 - 0.036 -0.001 0.097 -0.005 | 26%
1996 0.251 1,832 0.034 -0.062 -0.374 0.039 0.488 -0.207 -0.001 0.094 0.001] 31%
1997 0.973 1,752 0.018 0.019 -0.301 0.163 - -0.254 -0.001 0.085 -0.003 ] 26%
1998 0.937 3,282 0.028 0.011 -0.306 0.115 - -0.317 -0.001 0.077 -0.000 | 24%
1999 0.943 3,140 0.033 0.012 -0.340 0.090 - -0.351 -0.001 0.074 0.001] 27%
2000 0.985 3,353 0.060 0.004 -0.372 0.084 - -0.212 -0.001 0.065 0.001] 31%
2001 1.351 3,268 0.047 0.036 -0.345 0.098 0.712 -0.225 -0.001 0.060 -0.001 | 28%
2002 1.371 3,204 0.032 0.000 -0.353 0.032 - -0.399 -0.001 0.064 0.001] 28%
2003 1.240 3,239 0.041 0.046 -0.328 0.078 - -0.249 -0.001 0.068 0.001] 27%
2004 1.123 3,389 0.058 0.005 -0.339 0.063 - -0.253 -0.001 0.061 0.000] 32%
2005 1.197 3,485 0.036 0.032 -0.314 0.116 - -0.291 -0.001 0.067 0.002] 29%
2006 1.202 3,444 0.050 0.012 -0.293 0.029 - -0.356 -0.001 0.051 0.004] 32%
2007 1.314 3,527 0.027 0.001 -0.244 0.048 | -0.261 -0.330 -0.001 0.066 0.003] 26%
2008 1.294 3,611 0.046 0.041 -0.263 0.064 - -0.397 -0.001 0.061 0.001] 28%
2009 1.169 3,822 0.053 0.035 -0.252 0.063 - -0.383 -0.001 0.060 0.002] 29%
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Table A.3: Probit Regressions on the probability tgparticipate in the labor force

Men
Year 1996 2000 2005 2009
Age -0.000 -0.001 - 0.005
Arab 0.093 0.052 0.011 0.005
Orthodox -0.432 -0.455 -0.443 -0.440
Years of schooling 0.025 0.037 0.038 0.035
Immigrant -0.011 0.007 0.093 0.142

Women
nmv 1996 2000 2005 2009
Age -0.005 -0.006 -0.005 -0.005
Arab -0.301 -0.332 -0.362 -0.355
Orthodox -0.159 -0.201 -0.171 -0.153
Years of schooling 0.055 0.057 0.055 0.056
Immigrant 0.044 0.009 0.05 0.110

Table A.4: Probit Regressions on the probability tdoe unemployed

Men
Year 1996 2000 2005 2009
Age -0.001 -0.002 -0.002 -0.002
Arab -0.017 0.014 -0.011 -0.018
Orthodox 0.024 0.037 0.059 0.042
of schooling -0.005 -0.008 -0.010 -0.007
Immigrant 0.006 0.002 -0.014 -0.005
Women
mv 1996 2000 2005 2009
Age -0.003 -0.002 -0.003 -0.002
Arab -0.044 -0.026 0.026 0.007
Orthodox -0.008 -0.018 0.005 0.011
of schooling -0.007 -0.011 -0.012 -0.008
Immigrant 0.013 0.014 -0.005 -0.005
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