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To:
The Government and the Finance Committee of the Knesset
Jerusalem

I am honored to hereby present the Bank of Israel Annual Report for 2020, pursuant 
to Section 54 of the Bank of Israel Law, 5770–2010. 

The COVID-19 pandemic that upended the world in 2020 also had a major 
impact on Israel. Apart from the widespread morbidity and mortality, it had an 
impact on both economic activity and various aspects of society and welfare. 

three lockdowns, and which were intended to moderate the rate of infection. 

lockdown. 
Israel was in a healthy economic situation in many respects when the pandemic 

began. Nevertheless, the pandemic had major consequences for the economy, 
with GDP falling by 2.5 percent. The decline in GDP was led by an exceptionally 

growth in the export of high-tech services. The positive performance in exports 

appreciation of the shekel. 

workers were furloughed and the broad unemployment rate shot up to an average 

wage earners was particularly severe since a large number of them are employed 

businesses. Small businesses found it hard to obtain credit, particularly prior to the 

Fiscal policy responded vigorously, primarily by means of transfer payments 



and businesses. The government also provided guarantees for the provision of 

discount on municipal taxes and early tax rebates. The increase in transfer 

as part of a continuation budget. The approval of the one-time budget increases 
(“COVID-19 exceptional budget allocations”) allowed the government to 

was the purchase of government bonds in the secondary market. The Bank of 

as the purchase of corporate bonds and loans to the banks at particularly low 

on, the Bank of Israel also announced that it would provide these loans at a 

banks could collect from businesses in this context. In addition, the Bank of 
Israel purchased foreign currency in large quantities in order to moderate the 

to increase the quantity of bank credit by easing the regulation of the banks. 
Similarly, and as part of the programs for deferring loan payments initiated by 

those on housing loans, but also on credit to small and micro businesses. 
At the end of 2020, Israel initiated a large-scale vaccination program. Its 

order to ensure that the public debt to GDP ratio is on a downward path. The 
contraction of the special expenditures having to do with the crisis will not 

in this direction. 



It is important to prepare to deal with the potential long-term implications of the 

once the crisis is over, it will again become necessary to focus on the fundamental 

between segments of the population and sectors of the economy, and inequality. 
Some of these problems were exacerbated during the crisis, such as those due to the 

and wage levels, and in view of the importance of education and skills for online 

order to increase productivity in Israel. In addition, and as a lesson from the crisis, 

assimilation of advanced technologies in order to improve government activity and 

Prof. Amir Yaron

Governor of the Bank of Israel
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Chapter 1
The Economy in the Shadow of COVID-19
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1

GDP declined 
by 2.5 percent in 

2020, and private 
consumption declined 
by 9.5 percent. Broad 

unemployment jumped 
to 15.7 percent.
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Fiscal and monetary 
policies responded 
vigorously, and 
focused on helping 
households and 
businesses get 
through the crisis.
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a. Real economic activity

Prior to the crisis, the 
economy was at a 
good starting point.
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4

3

4

World Economic Outlook

The decline in private 
consumption was 

particularly steep, even 
compared with other 

countries.
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Exports played 
a central role in 
moderating the impact 
to the economy.  The 
continued rapid growth 
of advanced services 
exports was key.
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The government-
imposed restrictions 
on economic activity 

focused the impact of 
the crisis on industries 
whose activity involves 

physical proximity.
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b. The labor market

Almost all of 
the increase in 
unemployment in 2020 
was due to employees 
being furloughed. The 
government eased the 
conditions for receiving 
unemployment 
beneýts, and extended 
the period of eligibility 
for them until June 
2021.

The impact to 
employment was 
particularly sharp 
among workers 
earning low wages 
and those with little 
education.
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c. The current account and national savings

There was anomalous 
growth in the national 
savings rate this year.

The inþation rate was 
lower this year than in 

previous years.

The current account 
surplus increased 

greatly.  Imports 
dropped sharply, 
chieþy due to the 
decline in Israelis 
traveling abroad.
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13

2. The exchange rate

Following a short and 
sharp depreciation 
in March, the shekel 
continued to appreciate 
during the rest of the 
year.
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e. Financing of the business sector

The volume of total 
business sector debt 
was almost identical 

to that of the previous 
year, and the cost 

of ýnancing the debt 
also remained virtually 

unchanged.

Small businesses had 
di culty obtaining bank 

credit at the outset of 
the crisis, with credit 

largely being provided 
through State-

guaranteed funds.  
The Bank of Israel 

implemented programs 
to ease ýnancing terms 

for such businesses.
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a. Fiscal policy

11

11

The government 
adopted an intensive 
ýscal expansion 
program. The public 
debt to GDP ratio 
increased to 72.6 
percent.

Despite the marked 
increase in public debt, 
yields on that debt 
did not increase, and 
Israel’s credit rating 
remained in place.
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The leading 
considerations in the 

design of government 
expenditure during the 
crisis were assistance 

and compensation, and 
not increasing demand 

in the economy.
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In view of the 
serious impact to the 

retail and services 
industries, which are 

characterized by many 
small businesses 

and self-employed, a 
variety of measures 

were adopted to help 
them.
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13

13

The Bank of 
Israel lowered the 
interest rate by 0.15 
percentage points and 
purchased signiýcant 
amounts of foreign 
exchange.

At the outset of the 
crisis, monetary policy 
focused on stabilizing 
the ýnancial markets. 
Later on it focused on 
easing the terms of 
ýnance.
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14

The Bank of Israel 
announced a 

program to purchase 
government bonds in 

the secondary market, 
as part of which it 
made signiýcant 

purchases.

The Bank of Israel 
operated a program 

of assistance to 
small businesses by 

providing loans to 
the banks at very low 

interest.

The Bank of Israel 
launched a program 

to purchase corporate 
bonds in the secondary 

market.
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a. The development and nature of the pandemic
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b. Government measures to reduce infection

1
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Figure 1
Google Mobility Trends and Changes in Credit Card Expenditures

SOURCE: Based on Google, and Shva.
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2. Measures for truncating the infection chains
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c. The population’s behavior

4

4
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considerations
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e. The pandemic and epidemiological policy from an international perspective

11

11
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Number of Infected Patients per Million Population, OECD Countriesa

a Moving 7-day average.
SOURCE: Based on Our World in Data.
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Figure 4
Stringency of Activity Restrictions in Israel and the OECD (index)
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References
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The state of the 
economy prior to the 
crisis was better than 
it was prior to the two 
previous crises.
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b. The intensity of the crisis
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c. The nature of the shock and its impact on the economy

Table 1.3

Cumulative output gap in the first year 

of the crisis

Cumulative output gap in the first two 

years of the crisis

Cumulative output gap during the 

entire crisis

2001–2003 crisis -2.4 -6.2 -12.1

2008–2009 crisis -0.9  -1.3
a -1.3

COVID-19 crisis -5.3 n/a n/a

a
 The cumulative gap at the end of 7 quarters.  In the eighth quarter, the gap was positive.

SOURCE: Bank of Israel.

The cumulative damage during crises (percent of GDP)

Damage is defined as the differences between potential GDP each quarter and actual GDP.  The cumulative damage is the total quarterly 

damage.  The damage is attributed to the crisis only when the difference is negative, and is therefore accumulated with some lag—not from the 

time growth slows due to the crisis, but only from the time actual GDP is lower than potential GDP.  In the same way, the crisis's damage 

accumulates when the growth rate increases during the exit from the crisis, as long as actual GDP is lower than potential.

The two previous 
crises were mainly 
crises of demand, while 
the COVID-19 crisis 
was a combination of 
impacts to demand and 
to supply, which was 
due to the restrictions 
imposed by the 
government.
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d. The policy response

Comparing the crises 
emphasizes how 
important the state of 
the economy and the 
policy adopted in the 
years prior to the crisis 
were to the ability to 
adopt policy to deal 
with it.
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The volume of working 
from home in many 

countries jumped 
during the crisis.
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b. Findings from Israel

Selected Research 
and Policy Analysis Notes.

Employers’ attitudes 
toward working from 
home vary widely 
across industries.
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34

33

34

Selected Research and Policy Analysis Notes.

The volume of working 
from home once 

the crisis is over is 
expected to be greater 
than it was before the 

crisis, but smaller than 
during the crisis.
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and Selected Research Analyses

The expansion of 
working from home 
emphasizes the 
importance of skills 
in working in a digital 
environment.
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As Israel emerges 
from the crisis, ýscal 
policy will need to be 

adjusted in order to 
ensure that the public 
debt to GDP crisis is 
on a downward path. 
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Once the crisis is over, 
it will again become 
necessary to focus 
on the fundamental 
problems of the 
economy, chieþy low 
productivity, disparities 
in productivity between 
segments of the 
population and sectors 
of the economy, and 
inequality.
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Chapter 2
Aggregate Activity: GDP and Employment 
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The COVID-19 crisis, 
which began in 

February, led to an 
unprecedented decline 
of 2.5 percent in GDP. 

The government 
imposed three 

lockdowns and 
numerous restrictions 

that had a major 
impact on close-

proximity industries. 

The economic impact 
of the ýrst lockdown 

was substantial, while 
that of subsequent 

lockdowns was less so. 
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The e ect of the crisis 
and the restrictions 
varied across 
industries. 

The broad 
unemployment rate 
jumped to 16 percent, 
and at its peak 
reached 37 percent. 
Most of those who 
were furloughed were 
employed in relatively 
low-paying jobs. 

The COVID-19 crisis 
created a high level 
of uncertainty with 
respect to health, 
which also led to high 
economic uncertainty. 

The government and 
the Bank of Israel 
took unprecedented 
measures to mitigate 
the e ect of the crisis. 
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 Israel’s GDP declined
 less than that of other

 OECD countries,
 although Israel’s

 consumption fell more.

 At the beginning of
 2020, the economy

 was in a healthy
 situation, apart from
 the large structural

 deýcit and low labor
 productivity.

 In response to
 the pandemic, the

 government restricted
 activity, particularly

 in the close-proximity
 industries.
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Figure 2.1
Reduction in Growth in OECD Countries in 2020: Difference Between Actual 
Growth and Precrisis Growth Forecast (percentage points)*

* The precrisis forecasts are the average of the OECD Economic Outlook published in November 2019 and the 
IMF World Economic Outlook published in October 2019.  Growth in 2020: Israel—Central Bureau of Statistics; 
OECD countries—based on quarterly data for all 4 quarters in 2020.
SOURCE: Based on OECD.
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1995–

2015
2016 2017 2018 2019 2020

GDP 3.7 3.8 3.6 3.5 3.4 -2.5

GDP of OECD countries
a

2.2 1.8 2.6 2.3 1.6 -5.5

Per capita GDP in Israel 1.6 1.8 1.6 1.5 1.5 -4.2

Per capita GDP in OECD countries
a

1.5 1.2 2.0 1.7 1.1 -6.1

Per capita private consumption in Israel 4.2 1.4 1.7 1.7 -11.1

Per capita private consumption in OECD countries
a 1.2 1.8 2.2 1.6 -6.0

Exports excluding diamonds and startups 6.4 -0.8 5.5 6.0 5.5 1.9

Domestic uses 3.3 6.6 4.2 3.3 3.5 -4.7

Unemployment rate (ages 15+, level) 7.8 4.8 4.2 4.0 3.8 4.4

Broad unemployment rate (ages 15+, level)
b

15.7

Real wage per employee post 0.9 2.8 2.8 2.7 2.0 7.8

Current account surplus (percent of GDP) 0.9 3.7 2.9 2.7 3.4 5.0

Real effective exchange rate
c 0.0

d
-1.5 -4.4 2.1 -2.5 -3.1

d
 The figure relates to the years 1999–2014.

SOURCE: Based on Central Bureau of Statistics, OECD, and IMF.

Table 2.1
Selected indicators of economic activity, 1995–2020

(annual change, percent)

b
Including the unemployed, those temporarily absent for reasons having to do with COVID-19 (including 

furloughs), nonparticipants who were dismissed from March 2020 onward, and nonparticipants who stopped 

working for other reasons or did not work in the past and are interested in working now, but have not looked for 

work in the past month due to reasons having to do with COVID-19.  This figure was defined in 2020 due to the 

COVID-19 crisis, and is therefore not reported for previous years.
c
 An increase means depreciation.

a
 Weighted average according to each country's GDP. Data for 2020 are based on estimates.
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a. Background conditions

b. Economic trends during the COVID-19 crisis in 2020

1995–

2014
2015 2016 2017 2018 2019  2020

b

Advanced economies
GDP 2.4 2.3 1.8 2.6 2.3 1.6 -5.5

Trade
c 5.6 4.3 2.2 4.7 3.0 1.4 -10.1

US
GDP 2.8 2.9 1.6 2.4 2.9 2.4 -3.4

Eurozone
GDP 1.6 2.1 1.9 2.5 1.9 1.2 -7.2

Developing economies
GDP 6.1 4.3 4.6 4.8 4.5 3.9 -2.4

Trade
c 8.4 0.3 2.4 7.4 4.5 1.3 -8.9

World trade 6.4 2.8 2.4 5.8 4.0 1.0 -9.6

b
Data for 2020 are based on estimates.

c
Simple average of the rates of change of exports and imports of goods and services.

SOURCE: Based on OECD and IMF.

Global economic developments, 1995–2020a

(annual change, percent)

Table 2.2

a
 The averages of the various aggregates are weighted averages.  Data for 2020 are based on estimates.
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Figure 2.2
Indices of Economic Development in 2020 (index, 2019 average=100)

2nd
lockdown

3rd 
lockdown

SOURCE: Based on Central Bureau of Statistics and Shva.

 The ýrst lockdown led
 to a broad contraction

 in economic activity,
 which fell to 80 percent

 of its normal level.



CHAPTER 2: AGGREGATE ACTIVITY: GDP AND EMPLOYMENT

4

4

Share of total 

output (2020)
b 1995–2015 2016 2017 2018 2019 2020

Total 3.7 3.0 3.9 3.4 3.3 -2.1

Public services 16.4 2.1 3.5 2.7 2.6 1.4 -3.3

Business sector 70.2 4.1 2.9 4.3 3.6 3.8 -2.7

Manufacturing, mining and quarrying 11.8 2.7 -4.4 5.1 2.6 2.5 2.5

Trade and hospitality and food services 11.7 5.4 3.9 5.1 2.8 2.8 -5.1

Business services 17.4 4.0 3.9 4.2 3.1 5.9 -3.2

Construction 6.3 1.5 7.2 6.5 5.8 3.8 -4.2

Transport and Storage 3.1 4.4 4.2 6.3 4.7 1.1 -20.5

Information and communications 11.2 8.4 7.0 2.0 6.2 6.0 6.1

Agriculture 1.2 2.3 5.2 1.9 -3.7 1.9 -2.0

Water and Electricity 1.7 3.9 7.0 -1.5 5.2 1.8 -4.6

Education, Health and Art 5.7 2.9 3.1 3.1 3.3 2.1 -9.1

SOURCE: Based on Central Bureau of Statistics.

Table 2.3
Change in output of principal industries at factor prices, 1995–2020

(annual change, percent)
a

b
In addition to output of public services and business sector product that appear in the table, total output also includes 

housing services output.  The weight is calculated based on current price data.

a
 The data on change in the total GDP differ from the data in Tables 2.1, 2.4, and 2.7 because they are taken from industry 

data and not uses data.
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5

5

 The second lockdown
 had less of an e ect

 than the ýrst, although
 it too was signiýcant.

 Between the
 lockdowns, economic
 activity strengthened

 and unemployment
 declined.
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 Government support
 and the drop in
 uncertainty revived a
 signiýcant portion of
 the economy between
 the lockdowns.
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4

4

in GDP in Employment Revenue Employment

A Agriculture, forestry and fishing 10.9 0.67 1.2 1.7 -0.6 -4.1

B_C Manufacturing, mining and quarrying 27.0 0.49 12.0 9.7 3.7 -6.5

D_E Electricity and water 37.4 0.66 1.9 0.7 3.2 -0.2

F Construction 14.9 0.74 6.5 7.4 5.7 -13.7

G

Wholesale and retail trade, repair of motor vehicles and 

motorcycles
26.0 0.30 9.9 10.7 1.9 -15.2

H Transportation and storage, postal and courier services
ü 20.1 0.29 3.7 4.2 -19.4 -14.9

I Accommodation and food services ü 5.7 0.31 2.6 4.7 -43.2 -49.1

J Information and communications 87.9 0.29 9.9 5.4 4.1 -3.6

K Financial and insurance services 83.0 0.39 4.3 3.1 1.8 -7.6

L Real estate activities 85.2 0.94 2.5 0.8 -7.8 -12.9

M Professional, scientific and technical services 79.7 0.16 7.4 7.3 2.4 -10.0

N Administrative and support services ü 33.1 0.13 3.8 4.5 -22.9 -16.0

P Education ü 74.9 0.09 6.4 11.9 -23.2 -6.0

Q Human health and social work services 14.4 0.17 6.0 10.7 -1.4 -1.1

R Arts, entertainment and recreation
b

ü 36.4 0.34 1.3 2.0 -35.6 -43.0

S Other services
b

ü 30.7 0.43 1.3 2.6 -35.6 -20.5

All industries that were harmed 43.6 0.20 19.1 29.9 -27.4 -19.6

The entire economy, excluding the industries that were 

harmed
38.7 0.38 61.7 57.5 2.6 -7.7

All industries in the analysis
c

40.7 0.32 80.8 87.4 -1.7 -12.3

Table 1: Collection of Industry Data

Industry Name
Proximity 

industry

Rate of 

workers who 

can work 

from home

Employment 

in the rest of 

the economy 

that depends 

on this 

industry
a

Industry weight - 2019

Rate of change, 

March–December 2020 

compared with the same 

period last year

SOURCE: Based on Central Bureau of Statstics and Ministry of Finance.

a
Bank of Israel calculations based on the methodology of Brand and Wallach (2020).  The results reported for the industry groups are the average weighted by the number of employees 

in the industries in each group.
b

It is not possible to separate the revenue data of these industries.  In addition, the GDP figure for them is grouped together with the "households as employers" industry.  The weight in 

GDP that appears was obtained by dividing the figure for 2019 by the ratio between them, as appears in the 2017 Survey of Economic Industries.
c
The following industries were omitted from the analysis: Local administration, public administration and defense; compulsory social secruity; households as employers; undifferentiated 

goods- and services-producing activities of households for own use; and activities of extra-territorial organizations and bodies.  Revenue data relate to the business sector only, and 

salaried positions relate to public and private sector workers in each industry.
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1a: Revenue

Figure 1
Activity in the Major Industries, 2020

1b: Employee posts
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Main 

industry Code Industry name

 Rate of 

change 

H 49-53
Total industry: Transportation and storage, postal and courier 
services -19.7

H 49-51
Land transport and transport via pipelines, water transport, and air 

transport
-26.5

H 52-53
Warehousing and support services for transportation; postal and courier 

services
-5.4

I 55-56 Total industry: Accommodation and food services -50.9
I 55 Accommodation services -52.9

I 56 Food and beverage services -48.3

N 77-82 Total industry: Administrative and support services -21.5

N 77-79
Rental and leasing services, employment services, and travel agency and 

tour operator services
-59.2

N 80-82

Security and investigation services, services to buildings and landscape 

activities, and office administrative and support and other business 

support services

-9.1

P 85 Education -11.4
R 90-93 Arts, entertainment and recreation -36.8
S 94-96 Other services -22.8

Proximity industries -23.1
Rest of the economy -6.8
All industries in the analysis -12.2

 Table 2: Variance of the impact within the proximity industries: Rate of change in labor input 
by industry, March–December 2020 compared with the same period last year 

SOURCE: Based on the Central Bureau of Statistics Labor Force Survey.

High 

technology

Mixed-high 

technology

Mixed-low 

technology

Low 

technology

Industrial Production Index 6.3 0.8 -2.5 -3.2

Employee posts -2.6 -5.4 -8.0 -13.0

Actual work hours -0.3 -5.3 -9.2 -13.5

Total wage -1.9 -3.2 -5.6 -9.1

Table 3: Industrial Production Index and selected components by technological 
intensity, rate of change, March–December 2020 compared with the same period 
last year

SOURCE: Central Bureau of Statistics.
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Figure 2
Employment and Value Added by Industry, Average Annual Rate of Change, 2015–19

SOURCE: Based on Central Bureau of Statistics.
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Return on labor as 

a percent of value 

added - 2017

Average wage 

per employee 

post (NIS 

thousand) - 2019

Work hours 

per 

employer - 

2019

Current 

ratio
a
 - 2017

H

Transportation and storage, postal and 

courier services
0.63 11.75 39.7 1.00

I Accommodation and food services 0.74 5.17 33.5 0.64

N Administrative and support services 0.69 6.19 35.5 0.86

P Education 0.81 8.31 27.0 0.98

R Arts, entertainment and recreation 0.56 6.48 30.3 0.97

S Other services 0.89 5.84 30.8 0.92

All industries that were harmed 0.69 7.36 33.3 0.89

The entire economy, excluding the 

industries that were harmed
0.58 12.74 38.0 1.29

All industries in the analysis 0.60 10.59 36.5 1.15

Table 4: Characteristics of the impacted industries

a
 The figure that appears for industry groups is the simple average of the industries in the group.

SOURCE: Based on Central Bureau of Statistics.
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Figure 2.3
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SOURCE: Based on Central Bureau of Statistics.

 The crisis led to an
 unprecedented drop
 in uses, particularly
 private consumption.
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1. Private consumption

1995–2015 2016 2017 2018 2019 2020

GDP 3.7 3.8 3.6 3.5 3.4 -2.5

Imports (excluding ships, aircraft, diamonds, and defense imports) 4.5 9.2 6.8 5.1 5.0 -8.0

Domestic uses 3.3 6.6 4.2 3.3 3.5 -4.7

of which : Private consumption 4.1 6.4 3.3 3.6 3.8 -9.5

Fixed capital formation (excluding ships and aircraft) 2.4 12.0 4.9 3.9 2.7 -3.6

Investment in inventory (excluding diamonds and startups, percent of GDP) 0.3 0.1 0.4 0.0 0.0 0.1

Output of startup companies 13.3 20.3 -3.6 13.9 29.1 12.2

Public consumption (excluding defense imports) 2.2 4.2 4.4 4.3 2.7 2.9

Exports (excluding diamonds and startups) 6.4 -0.8 5.5 6.0 5.5 1.9

SOURCE: Based on Central Bureau of Statistics.

Sources and uses, 1995–2020
Table 2.4

(annual change, percent)

The rate of decline in 
private consumption 

(9.5 percent) was the 
largest since 1950. 

The main decline in 
private consumption 

was in the consumption 
of services excluding 

housing—NIS 70 
billion.

The crisis led to a 
closing of the skies and 

a halt in tourism. The 
restrictions reduced 

private consumption. 
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 It was the restrictions
 that led to a reduction

 in private consumption.
 Total disposable

 income increased
 but many individuals
 who were adversely
 a ected by the crisis

 had to reduce their
consumption.

 In-person credit
 card purchases

 declined while remote
 purchases returned to

 their trend, evidence of
 the restrictionsô e ect.

 Purchases abroad
 increased, but by much
 less than the decline in

 in-person purchases.

 Public consumption
 increased in 2020,

 primarily due
 to government

 purchasing.
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1995–2015 2016 2017 2018 2019 2020

Private consumption 4.1 6.4 3.3 3.6 3.8 -9.5

of which : Current consumption 3.9 5.2 4.4 3.5 3.7 -9.7

                 Durable goods consumption 5.6 19.5 -7.9 5.6 4.9 -5.9

Gross private disposable income from all sources 3.7 5.6 2.6 6.6 5.1 3.9

Current transfer payments to the public 4.2 4.6 9.0 3.2 5.5 16.1

Credit to households 7.1
b

6.7 5.5 5.1 5.2 4.4

of which : Nonhousing credit 3.5
b

6.1 4.8 3.0 2.3 -1.9

Real 1-year interest rate (government bonds, level) 2.8 -0.1 -0.1 -0.8 -0.8 0.1

Value of the public's financial assets portfolio 10.5 1.8 4.4 4.6 6.4 5.1

Consumer Confidence Index 3.8
c

1.9 3.7 2.9 -0.4 -14.0

Fixed capital formation (excluding ships and aircraft) 2.4 12.0 4.9 3.9 2.7 -3.6

Credit to the business sector 4.2
b

3.5 4.1 5.5 4.0 2.5

Real 10-year interest rate (government bonds, level) 3.5 0.4 0.6 0.5 0.0 -0.5

Purchasing Managers Index (level) 50.5
c

52.3 55.2 53.3 51.3 48.5

Change in capital utilization in manufacturing (net balance from the 

Bank of Israel Companies' Survey) -3.0 -0.1 5.7 5.1 -7.0 -14.0

Public consumption excluding defense imports 2.2 4.2 4.4 4.3 2.7 2.9

Total taxes
a

32.7 31.0 32.4 30.9 30.3 30.0

General government budget deficit
a 4.9 2.0 2.1 4.3 4.5 11.9

b
The figure relates to the years 2005–2015.

c 
The figure relates to the years 2002–2015.

Domestic demand: Background conditions and main indicators of its development, 1995–2020
Table 2.5

(annual change, percent)

a 
Percent of GDP.

SOURCE: Based on Central Bureau of Statistics, the Kantar and Bank Hapoalim Consumer Confidence Surveys, the Bank of 

Israel Companies Survey, and the Purchasing Managers Indices compiled by Bank Hapoalim and the Purchasing Managers 

Association.
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Figure 2.6
Israelis' Purchases on Foreign Websites, Products up to $500, 
2012–2020 (NIS million, 2015 private consumption prices)

SOURCE: Based on Central Bureau of Statistics.
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2. Public consumption
 The government
 increased transfer
 payments and support
 by NIS 66 billion in
 response to the crisis.

 The government’s
 measures mitigated the
 e ect of the crisis.

 The government’s
 measures apparently
 prevented an additional
 drop of NIS 26–35
 billion in GDP, although
 they will create a
 challenge once the
 crisis is over.
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Figure 2.7
Increase in Fixed Capital Formation: Total and Contribution of 
Components, 2012–2020 (percentage points)

SOURCE: Based on Central Bureau of Statistics.

 Fixed capital formation
 excluding ships and
 aircraft declined by 3.6
 percent.
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4. Exports
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SOURCE: Based on Central Bureau of Statistics and OECD.

Figure 2.8
World Trade, Imports to OECD Countries, 
and Israeli Exports, 2012–20
(quantitative index: 2012=100)

 Investment in
 construction and

 energy and the
 purchase of vehicles

declined.

 Exports excluding
 tourism increased,

 in contrast to the
 contraction in global

 trade.

 Israel’s tourism exports
 were low relative to the
 OECD, and the closing

 of the skies therefore
 had less of an e ect on

 Israel’s GDP.
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 Israel’s high-tech
 exports are a
 signiýcant portion of
 its total exports, and
 the global demand
 for high-tech services
 continued to grow,
 particularly during the
 crisis.
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Box 2.2

2010 2019 2010 2019

High-tech output: Number of employees (thousand) 212 321

Share of overall GDP 11.2% 12.6%
Share of all employed persons in the 

economy
7.6% 9.2%

Share of business sector output 15.1% 17.0% Share with secondary education 80% 85%

Average annual growth rate (2010–2019) 2011 2018

High-tech exports (in US dollars) 27,449 45,765
Average wage per high-tech employee 

(NIS, 2018 prices)
16,493 21,289

Percentage of total exports 34% 40%

SOURCE: Based on Central Bureau of Statistics, Israel Tax Authority, and Israel Innovation Authority.

4.0%

Table 1
Characteristics of the high-tech sectora, 2010–2019

a
 For a precise definition of the high-tech industries, see footnote 1 of this Box.
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1.7%

-4.2%

-12.7%

-1.5%

6.3%
8.6%

5.8%

Data processing, hosting and related activities, and
web portals (2%)

Maunfacture of air and spacecraft and related
machinery (3%)

Manufacture of pharmaceutical products (4%)

Research and development in engineering and natural
sciences (9%)

Manufacture of computer, electronic and optical
products (25%)

Computer programming, consultancy and related
activities (57%)

Total

a The number in parentheses represents the industry's share of high-tech sector output in 2019.
SOURCE:Based on Central Bureau of Statistics and Israel Innovation Authority.

Figure 1
Economic Growth in the High-Tech Sector, by Industrya, 2019–2020
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a. Index of quarterly 
outputa (2019:Q4=100) 

a The information and communications industries account for a considerable part (59%) of the high-tech sector's output, mainly in the
field of software. A small part (15%) of the information and communications industries' output is not attached to high-tech.
b Seasonally adjusted. The exports of all high-tech industries plus the communications industry, excluding startup companies. For a
precise definition of the high-tech industries, see footnote 1 in this Box. The exports of the other industries excludes diamonds.
The blue rectangles indicate the COVID-19 crisis period.
SOURCE: Based on Central Bureau of Statistics.
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Figure 2
Development of the High-Tech Sector's Output, Revenue, and Exports During 2020
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a Including the communications industry. For a precise definition of the high-tech industries, see footnote 1 in this Box.
SOURCE: Based on OECD STAT and STAN Industrial Analysis.
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a. Number of people employed in 
high-techa

b. Number of job vacancies (monthly 
average) in the Information and 

Communications industriesb

Figure 4
Employment in the High-Tech Sector, 2020

a For a precise definition of the high-tech industries, see footnote 1 in this Box.
b The information and communications industries account for a considerable part (59%) of the high-tech 
sector's output, mainly in the field of software.  A small part (15%) of the information and communications 
industries' output is not attached to high-tech.
The blue rectangles indicate the COVID-19 crisis period.
SOURCE: Based on Central Bureau of Statistics Labor Force Survey.
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Figure 5
Change in the Amount of Work in High-Techa: 2020 vs. 2019

a For a precise definition of the high-tech industries, see footnote 1 in this Box.
SOURCE: Based on Central Bureau of Statistics Labor Force Survey.

b. Work hours per month (million)
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Weight in 

imports/exports

2019 2019 2020 % NIS billion

Imports excl. defense, ships, aircraft, and 
diamonds 100% 357.4 329.0              -7.9% -28.4

Services imports - Tourism 8% 29.0 6.0                  -79.1% -22.9

Services imports - Total excl. tourism 24% 85.8 84.5                -1.4% -1.2

Goods imports - Fuel 10% 34.5 28.3                -17.9% -6.2

Goods imports - Other 62% 222.4 223.8              0.7% 1.5

Conversion from CIF to FOB -4% -12.8 -12.5              -2.5% 0.3

Exports excl. diamonds 100% 395.1 394.0              -0.3% -1.1
Services exports - Sales of startup companies 3% 10.9 2.4                  -78.1% -8.5

Exports excl. diamonds and startups 97% 384.2 391.6              1.9% 7.4
Goods exports - Manufacturing and agriculture 50% 197.3 203.7              3.3% 6.4

Services exports - Tourism and nonresidents' 

consumption
7% 27.1 9.4                  -65.2% -17.7

Services exports - Other 40% 159.9 178.5              11.6% 18.6

Table 2.6

SOURCE: Based on Central Bureau of Statistics.

a
Technical note: The numbers of the import components do not precisely add up to the headline number.  This is due to a variety of reasons, mainly 

the handling of the conversion from CIF to FOB, which does include diamonds, ships, aircraft.

NIS billion - 2019 prices Change in 2020

Quantitative imports and exports of goods and services, and changes in 2020a

 Imports dropped by
 8 percent, which was
 much larger than the
 decline in GDP. This

 was because most of
 the decline in demand
 was in the demand for

 imports.

 The crisis a ected
 employment more
 than GDP. Broad

 unemployment was
 high, and varied

 with the timing of the
 lockdowns.
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1995–2015 2016 2017 2018 2019 2020

Gross Domestic Product 3.7 3.8 3.6 3.5 3.4 -2.5

of which : Business sector product 4.1 4.0 3.8 3.7 4.0 -3.1

Output of public services 2.1 3.5 2.7 2.6 1.4 -3.3

Stock of physical capital 4.4 3.4 3.9 3.9 3.9 4.0

Labor force 2.5 2.1 1.7 1.9 1.4 -0.8

Total hours worked 2.7 3.8 2.2 1.3 0.9 -8.0

Total hours worked in the business sector 2.6 4.2 2.0 0.8 1.1 -9.7

Total factor productivity 0.5 -0.6 1.1 1.2 1.4 2.3

Output per work hour (nominal) 4.5 1.1 2.2 3.5 5.2 7.3

Labor compensation per hour worked 

(nominal) 3.9 2.0 3.3 4.4 3.8 5.8

GDP labor share -0.6 0.8 1.1 0.8 -1.4 -1.4

GDP labor share (level) 58.6 55.4 56.0 56.5 55.7 55.1

Potential output
a

3.4 3.2 3.5 3.5 3.0

Output gap
a,b 0.0 0.1 0.3 0.6 0.3 -5.3

SOURCE: Based on Central Bureau of Statistics.

b
A negative output gap is obtained when actual GDP is lower than potential GDP.

Table 2.7
The supply of gross domestic and business sector product, 1995–2019

(annual change, percent)

a
 Estimate. Potential output is equal to the output in a hypothetical equilibrium in which capacity utilization of 

all factors of production is similar to the long-term average. At this stage, it is difficult to assess whether the 

COVID-19 crisis led to a long-term change in the path of potential output. The output gap reflects the extent to 

which actual GDP deviates from potential output. The change from year to year in the output gap is not the 

same as the difference between actual growth and potential growth as there are gaps between the quarterly and 

annual National Accounts data.
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having to do with COVID-19 (including furloughs), labor force 
nonparticipants who were dismissed from March 2020 onward, 
and nonparticipants who stopped working for other reasons or did 
not work in the past and are interested in working now, but did not 
look for work in the past month due to COVID-19.
SOURCE: Central Bureau of Statistics.

Figure 2.10
The Unemployment and Broad Unemployment 
Rates* (Age 15+), Jan.–Dec. 2020

 Work hours declined,
 but somewhat less
 than the number of

 workers.

 The restrictions and
 the lockdowns were
 the main reason for

 the increase in private
 savings.
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* Persistent worker: A person who was not unemployed or temporarily absent due to COVID-19 in the past two 
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SOURCE: Based on Central Bureau of Statistics.

Figure 2.11
Average Weekly Work Hours of Persisent Workers* (by Month), 2019 and 2020
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SOURCE: Based on Central Bureau of Statistics.

Figure 2.12
Labor Input in 2020 Relative to the Same Month in 2019 (monthly ratio)
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1995–2015 2016 2017 2018 2019 2020

Population aged 15+ 2.1 2.0 1.9 2.0 2.1 1.9

Labor force participation rate aged 15+ (level) 56.7 64.1 64.0 63.9 63.5 61.8

Employment rate aged 15+ (level) 55.6 61.1 61.3 61.4 61.1 59.1

Unemployment rate aged 15+ (level) 7.8 4.8 4.2 4.0 3.8 4.4

Broad unemployment rate aged 15+ (level)
b

15.7

Employed persons (Including non-Israelis)
c 2.7 2.3 2.4 1.7 1.7 -1.9

of which : Employed in the business sector
c 2.6 2.8 2.2 0.8 1.5 -3.9

                  Employed in the public services
c

3.0 1.4 2.8 3.5 2.0 1.9

Employed Israelis aged 15+ who actually worked (were not temporarily 

absent) 2.7 2.6 3.0 1.6 1.3 -9.4

Total work hours (including non-Israelis) 2.7 3.8 2.2 1.3 0.9 -8.0

of which : Total work hours in the business sector 2.6 4.2 2.0 0.8 1.1 -9.7

                  Total work hours in the public services 3.2 2.5 2.8 2.9 0.4 -2.2

Hours per employed person (including non-Israelis) (level) 36.7 37.0 36.9 36.7 36.4 34.2

of which : Hours per employed person in the business sector (level) 42.1 42.5 42.4 42.4 42.2 39.6

                  Hours per employed person in the public services (level) 25.0 25.7 25.7 25.6 25.2 24.2

Employee posts (including non-Israelis) 2.7 3.5 3.3 2.5 2.0 -10.0

of which : Employee posts in the business sector 2.6 3.6 3.0 2.1 1.4 -13.5

                  Employee posts in the public services 3.1 3.3 3.8 3.4 3.2 -3.2

Job vacancy rate (level) 3.7 3.8 3.7 3.5 2.5

Nominal wage per employee post
d 3.9

e
2.2 3.0 3.5 2.9 6.8

Real wage per employee post
d 0.9 2.8 2.8 2.7 2.0 7.8

a
 Unemployment data in this table are presented for those aged 15+ in accordance with the Central Bureau of Statistics defintion.

c
 The number of employed persons in 2020 includes those temporarily absent from their jobs for reasons having to do with COVID-19.

SOURCE: Based on Central Bureau of Statistics.

d
 These wage data misrepresent the situation in 2020. The rise in wages in 2020 is mechanical, an effect of furloughing many workers who earned below-

average wages. Therefore the average wage in 2020 includes significantly fewer workers than in prior years and their average wage is higher. 

e
Between 1995 and 1999, the nominal wage was affected by high inflation, and from 2000, the nominal wage has increased at an average annual rate of 2.5 

percent.

b
Including the unemployed, those temporarily absent for reasons having to do with COVID-19 (including furloughs), nonparticipants who were dismissed 

from March 2020 onward, and nonparticipants who stopped working for other reasons or did not work in the past and are interested in working now, but 

have not looked for work in the past month due to reasons having to do with COVID-19.  This figure was defined in 2020 due to the COVID-19 crisis, and 

is therefore not reported for previous years.

Table 2.8
Principal labor market data, 1995–2020a

(annual change, percent)
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 Private saving also
 increased due to
precautionary motives.

 National savings
 rose while national
 investment rose only
 slightly. As a result, the
 current account surplus
increased.
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a. The current account
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* Excluding components listed separately.
SOURCE: Based on Central Bureau of Statistics (balance of payments and foreign trade).

Figure 2.13
Change in the Current Account Surplus, and Contribution of the Main 
Components, 2017–20 ($ billion)

 The current account
 surplus was larger than

 in 2019.

 The drop in energy
 and vehicle imports
 together with lower

 oil prices raised
 the current account

 surplus.
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1995–2015 2016 2017 2018 2019 2020

Gross national savings 22.1 24.3 24.0 23.9 24.4 26.6

of which : Public -1.3 1.0 1.2 -0.8 -1.2 -7.6

                    Private 23.5 23.3 22.8 24.7 25.6 34.2

Gross investment 21.2 20.7 21.2 21.3 21.0 21.6

of which : In principal industries 14.6 13.6 13.6 14.5 14.2 14.3

of which : General government's investments
a

3.8 3.4 3.7 3.9 3.8 4.8

                  In housing 5.9 6.6 6.7 6.5 6.4 6.1

                  In inventory 0.7 0.5 0.8 0.3 0.5 1.3

Net current account 0.9 3.6 2.9 2.6 3.3 5.0

of which : Balance of goods and services -1.0 1.7 1.2 0.6 1.8 4.3

                    Net income account -2.5 -0.9 -0.5 -0.1 -0.5 -1.1

                    Net current transfers 3.5 2.6 2.0 1.8 1.7 1.5

Terms of trade
b

0.1 3.2 -1.6 -3.0 3.9 1.0

Real effective exchange rate
b,c

0.0
d

-1.5 -4.4 2.1 -2.5 -3.1
a
Including investment grants.

b
Rate of change in annual terms, percent.

c
Adjusted to the Consumer Price Index. An increase refers to depreciation.

d
The figure relates to the years 1999–2015.

SOURCE: Based on Central Bureau of Statistics.

Table 2.9
Savings, investment and the current account, 1995–2020

(percentage of national income)

 The closing of the
 skies contributed to the
 increase in the current
 account surplus, due to
 the surplus in tourism
 imports over tourism
 exports prior to the
crisis.
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Box 2.3
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Relative to the Corresponding Period Last Year, 
Construction Industry (original data, prime working
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SOURCE: Central Bureau of Statistics Labor Force Survey and Bank 
of Israel Research Department Analysis.
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2019:Q4 195 20 68 14 11.9

2020:Q1 189 19 62 15 12.2

2020:Q2 155 18 37 10.4 12.9

2020:Q3 175 18 58 12 10.5

2020:Q4 170 19 66 14.2 12.2
a
Palestinian workers with permits.

SOURCE: Based on Central Bureau of Statistics.

Table 1

Construction industry

Israeli 

workers 

(thousands)

Palestinian 

workers
a

(thousands)

Building starts 

(thousands of 

units)

Building completions 

(thousands of units)

Building starts and completions, and number of employees in the construction industry
Foreign 

workers 

(thousands)
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b. Transactions and prices in the housing market

Annual
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CHAPTER 2: AGGREGATE ACTIVITY: GDP AND EMPLOYMENT
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Figure 5
Annual Transactions by Type of 
Transaction, 2008–2020

a Housing upgraders in waiting are households that purchased 
a new dwelling before selling their previous one.
SOURCE: Based on Israel Tax Authority (Carman file).
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Figure 6
Index of Home Prices, January 2014–
December 2020

SOURCE: Central Bureau of Statistics.
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(a) 

(b) 

(c) 
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Chapter 3

¶ Similar to leading central banks around the world, the Bank of Israel used a series of 

¶ 

¶ 

¶ 

¶ 

¶ 

¶ 

¶ 
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a. Monetary policy measures adopted in 2020

to increase due to additional commitments that the Bank of Israel took on, such as 

 

Over the course of 
2020, and particularly 

during the initial weeks 
of the pandemic, the 

Bank of Israel worked 
to maintain the proper 

functioning of the bond 
markets. On March 

15, the Bank of Israel 
purchased government 
bonds in the secondary 

market, for the ýrst 
time since 2009, in 

order to inject liquidity 
into these markets.
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99

2

2 

In 2020, the Bank 
of Israel markedly 
increased its 
interventions in the 
foreign exchange 
market, purchasing 
about $21.2 billion 
during the year due 
to the continued 
appreciation of the 
shekel in terms of 
the nominal e ective 
exchange rate.
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b. The Bank of Israel’s intervention in the government and corporate bond 

markets

1. The background to the Bank of Israel’s intervention in the government bond 
market during the year

3

7

8

3 

 Review of 

 

 

7 

8 
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9 shows, 

9 

Price pressure by 
investment houses 
led to an increase 
in government bond 
yields in all ranges 
during March.
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2. The Bank of Israel’s intervention in the government and corporate bond markets

The government bond 
market was in the 
midst of a liquidity 

crisis with an increase 
in yields in March 

2020. 
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3. An empirical examination of the impact of the Bank of Israel’s government bond 
purchases on their yields

 

,

 www boi org il en

 

Journal of Financial Economics
 gressions were run for

 

 

 

When the Bank of 
Israel purchases 

NIS 100 million of 
nominal and indexed 

government bonds, 
it causes an average 

decline of 0.01 
percentage points in 
nominal yields, and 

of 0.014 percentage 
points in the indexed 

curve, respectively.
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20

22

20 

 

22 
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23

23 

Following the Bank 
of Israel’s March 23 

announcement, yields 
declined by 0.25 

percentage points on 
average across the 

terms to maturity on 
the nominal curve.
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Yields declined by 
0.76 percentage points 
on average across 
the terms to maturity 
on the real curve 
following the Bank 
of Israel’s March 23 
announcement.
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c. The Bank of Israel’s intervention in the foreign exchange market

 

 

The Bank of Israel 
intervened in shekel-
dollar trading in 2020 

by purchasing a record 
amount of about $21.2 

billion (equal in value 
to the Bank of Israel’s 
total foreign currency 

interventions from 
2016 through 2019).



CHAPTER 3: MONETARY POLICY AND INFLATION



BANK OF ISRAEL, ANNUAL REPORT, 2020

27

28

29 According to Bank of Israel data, 

30 

 
27 

28 

29 

30 

One-o  events also 
contributed to the 

trend of appreciation 
of the shekel in 2020, 

including Israel’s 
inclusion in the World 

Government Bond 
Index (WGBI) in April.
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32

33

 

32 

33  

Inþation in 2020 
was a ected to a 
great extent by the 
COVID-19 crisis.
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SOURCE: Bank of Israel.

Figure 3.6
Core Inflation, December 2017–December 2020 (percent)

Inþation was negative 
throughout most of 
the year, and declined 
overall by 0.7 percent.
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 In 
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2. Energy and commodity prices

37

 

37 

Moderating activity and 
the decline in energy 
prices contributed to 
the decline in inþation.
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38 It should be noted that toward the 

3. The exchange rate

39

38 

39 

 

The appreciation of the 
shekel, which works 

to lower the prices of 
imported goods, has 
made it more di cult 

to return inþation to the 
target range in recent 

years. 
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4. The housing market
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The COVID-19 crisis 
is one of the factors 
that moderated the 
increase in rents in 

2020. 
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Journal of Financial and Quantitative Analysis, 

 

Despite the declines 
in forecastersô inþation 
projections to near-
zero levels, ýve-year 
forward expectations 
from the ýfth year 
remained stable 
around the midpoint 
of the target range 
throughout the year, 
including at the peak of 
the crisis.
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d. The heterogenous impact of the COVID-19 crisis on prices

 

The COVID-19 crisis 
a ected the prices of 

various goods and 
services di erently, 

based on the extent 
of the impact on the 

industries producing or 
providing them. 
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a. The monetary base
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b. The monetary aggregates
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0 1 2 1+2=3 4 5 3+4+5+6=7

Monetary 
basea

Cash held 
by the 
public

Current 
accounts M1b

Term 
deposits 
up to 3 
months

Term 
deposits 

up to one 
year SROc M2d

 2017 6.4% 6.5% 14.2% 12.6% -2.0% -2.8% 16.2% 8.4%

 2018 6.0% 6.6% 13.6% 12.2% -15.6% -4.3% 1.1% 2.0%

 2019 2.9% 1.8% 5.8% 5.1% -4.0% 33.2% 7.0% 6.3%

 2020 25.8% 23.3% 29.4% 28.3% 25.6% 12.3% 28.5% 26.2%

Jan-20 3.4% 2.1% 5.3% 4.7% -2.5% 30.1% 3.3% 5.2%

Feb-20 3.9% 2.4% 7.1% 6.2% -0.9% 28.0% 2.3% 6.0%

Mar-20 8.6% 3.9% 16.9% 14.4% -0.2% 22.9% 5.7% 10.5%

Apr-20 10.4% 5.9% 23.4% 20.1% 4.1% 11.7% 15.5% 15.4%

May-20 14.7% 9.9% 23.5% 21.0% 10.9% 12.4% 16.2% 17.3%

Jun-20 14.7% 11.3% 23.3% 21.1% 18.6% 11.1% 15.0% 18.2%

Jul-20 17.1% 13.4% 25.0% 22.8% 18.7% 13.4% 15.4% 19.4%

Aug-20 19.8% 18.0% 27.5% 25.7% 19.6% 11.5% 18.8% 21.6%

Sep-20 21.5% 19.2% 28.3% 26.6% 20.4% 14.6% 17.8% 22.2%

Oct-20 22.7% 19.7% 28.0% 26.5% 22.3% 16.1% 20.8% 23.4%

Nov-20 23.1% 22.4% 30.2% 28.8% 23.8% 16.5% 21.6% 24.9%

Dec-20 25.8% 23.3% 29.4% 28.3% 25.6% 12.3% 28.5% 26.2%

Rate of change in the monetary aggregates, 2017–20
Table 3.4

SOURCE: Bank of Israel.

(Average in December compared to average the previous December)
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Figure 2
Monthly and Annual Changes in the Consumer Price Index, Fixed Weights vs 
COVID-19 Weights (percent)
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The dynamic of credit 
in the economy was 

disrupted on both the 
credit demand side and 

the credit supply side. 
The Bank of Israel 

and the government 
of Israel took multiple 
steps to stabilize the 
markets and support 

the provision of credit, 
including intervention 

in the bond market, the 
provision of monetary 

loans, a program 
for deferral of loan 

repayments and the 
creation of state-

guaranteed loan funds. 

The trend in debt was 
not uniform over the 

year. Large businesses 
obtained bank credit 

while small businesses 
took advantage of 

state-guaranteed loan 
funds. Households 

increased their housing 
debt while reducing 

their nonhousing debt. 
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The private sector 
debt to GDP ratio rose. 
However, its level is 
low relative to other 
countries. 

The main trends in 
the ýnancing of the 
business sector were 
accompanied by two 
main phenomena this 
year: the volume of 
business closures in 
the economy during 
the COVID-19 crisis 
and the phenomenon 
of zombie ýrmsð
companies with low 
performance that 
continue to exist due to 
ñartiýcial resuscitationò 
while rolling over their 
debt. 



BANK OF ISRAEL, ANNUAL REPORT, 2020

About 80,000 
businesses had their 

operations interrupted 
or reduced by at least 

80 percent. Most 
of them are micro 

businesses, such that 
the estimated e ect 

of their closure on 
GDP, on the risk to the 

ýnancial system, and 
on the labor market is 

limited. 
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a. Bank debt

3
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Figure 4.1
Balance of Deferred Payments (NIS milion)

SOURCE: Company reports to the Banking Supervision Department.

 

Large businesses 
obtained credit from 

the banks while small 
businesses took 

advantage of the 
State-guaranteed loan 

funds. Interest rates for 
both large and small 

businesses remained 
stable. 
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12-2019 12-2020 6-2020 9-2020 12-2020 2019 2020 2020:Q2 2020:Q3 2020:Q4

1. Loans from the banks
c 459 487 470 468 487 4.6% 6.2% -1.5% -0.6% 4.1%

2. Tradable bonds in Israel 205 212 208 212 212 0.1% 3.8% 1.9% 2.0% 0.2%

3. Nontradable bonds and nonbank loans
d 116 112 112 109 112 8.0% -3.0% -0.7% -2.2% 2.9%

of which : Loans from institutional investors 87 86 84 82 86 11.2% -0.5% 1.5% -2.7% 5.7%

4. Debt raised abroad
e 183 174 164 174 174 4.9% -4.8% -6.3% 6.4% 0.0%

of which : Loans from nonresidents 156 139 138 138 139 7.2% -10.9% -6.9% -0.2% 0.5%

Bonds 27 35 25 36 35 -7.0% 30.5% -3.0% 42.5% -1.7%

Total business sector debt 962 986 953 963 986 4.1% 2.5% -1.5% 1.0% 2.4%

e
 Including holdings of Israeli corporate bonds abroad and loans from abroad.

Change in balance during the period, percentbBalances, end of period, NIS billion
The business sector's fundraising channelsa
Table 4.1

a
Excluding banks and insurance companies.

b
In the current year, the change is from the beginning of the year.

c
 Loans from the banks are shown before doubtful debt provisions (based on solo data, Israeli residents only).  Bond balances are shown by adjusted par value (capital 

registered for trading plus indexation differentials and interest not yet paid).
d

Comprised of loans from institutional investors and credit card companies.  Until August 2103, the mortgage-backed loans from institutional investors item was attached 

to household debt.
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14%
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Figure 4.2
Rates of Change (Quarterly) in Bank 
Credit, by Size

SOURCE: Bank of Israel.
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Figure 4.3
Average Difficulty in Raising Credit, by  
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Figure 4.4
Interest Rate on New Credit Given to Micro, 
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Unindexed Nominal Segment (percent)

SOURCE: Bank of Israel.

Activiation of state-
guaranteed fund
for small firms

b. Nonbank debt

The Bank of Israel 
intervened in the 

markets on a 
signiýcant scale, 

purchasing government 
bonds and later on 

corporate bonds, with 
the goal of providing 

liquidity to the markets 
and stabilizing them. 
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Figure 4.5
Credit from Institutional Investors by Instrument (rates of change)
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6 

c. The bond market—nonbank tradable debt

6 

The public’s savings 
grew signiýcantly, 

which was reþected in 
increased deposits at 

the expense of equities 
and bonds. 
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d. The equity market

The number of initial 
o erings reached its 
highest level in the 
past decade. The level 
of capital raised by the 
high-tech sector, by 
way of both the stock 
market and the venture 
capital funds, was 
particularly high. 
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Annual Report

Stability Report

 

 
 

Regulated credit 
providers were 
adversely a ected 
by the crisis, and 
they reduced their 
supply of credit to 
small businesses and 
households. In contrast 
to loans from other 
credit providers, the 
interest rate on credit 
from these lenders 
increased. 
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makam9

see the 

a. Housing debt

9 
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Figure 4.7
Interest Rates on Credit to Authorized Businesses and Nonhousing Credit to Households, by Lender

SOURCE: Central Credit Register, Bank of Israel.

b. Nonhousing debt
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c. 11

the regular track, 

 

11 
  

As part of the steps to 
cope with the crisis, 

state-guaranteed 
loan funds were 

established. The most 
active of them, in terms 

of both number of 
requests and supply 

of credit, wasthe fund 
for small and medium-

sized businesses. 
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Figure 4.8
Credit Actually Issued as a Share of Requests (percent)

13

small businesses with high 

risk levels.

13 
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Figure 4.9
Industry Comparison of Total Business Credit and Credit from the State-
Backed Small and Medium Business Fund (percent)
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Figure 4.10
Mortgage Interest Rates, Various Tracks
(percent)

Table 4.2

General track (specific 

for COVID-19)

Increased track - small 

and medium businesses

COVID-19 track - 

large businesses

Annual turnover in NIS million (as a condition 

for submitting a request to the fund)
Up to 400 Up to 400 Above 200

Additional conditions Cash-flow difficulty Significant harm Cash flow difficulty

Fund total (NIS billion) 36 4 6

State guarantee as a percentage of each loan 85 95-85 75

Maximum guarantee as a percentage of the fund 15 60 12

Number of requests submitted by December 27 99,645 4,766 73

(Volume of requests in NIS billion) -63.4 -3.9 -3

Number of requests approved by December 27 58,314 3,877 39

(Volume of approvals in NIS billion) -19.9 -1.93 -1.6

Take-up rate by December 27 55 48 26.6

State-guaranteed funds - summary table

SOURCE: Banks' reports to the Banking Supevision Department.
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2019 5-2020 6-2020 9-2020 12-2020
From the 

start of the 
year

Most 
recent 

quartera

Total household debtb 588 594 595 602 612 4.1% 1.6%
By source:

From banksc 520 526 528 535 545 4.9% 1.8%
of which : Housing 364 379 380 388 397 9.1% 2.4%

Nonhousing
d

155 147 148 147 148 -5.0% 0.3%
Current account 12 10 10 9 9 -25.8% -4.0%

From institutional investors 32.8 33.4 33.0 32.8 33.0 0.7% 0.5%
of which : Housing

e
14.0 13.7 13.4 13.1 12.9 -7.6% -1.5%

Nonhousing 18.8 19.7 19.6 19.7 20.1 6.8% 1.8%
From credit card companiesf 23.7 22.9 22.7 22.9 22.9 -3.5% 0.0%
From government (earmarked credit)g 11.4 11.1 11.0 10.9 10.7 -5.7% -1.3%

of which:  Housing 7.3 7.0 7.0 6.8 6.7 -7.4% -1.9%
By use:

Total housing debt 386 400 400 408 417 8.2% 2.2%
Total nonhousing debt 202 194 195 194 195 -3.7% 0.4%

Table 4.3

a
 Last three months.

g
 Loans from the government to borrowers generally pass through the banking system, which serves as a pipelie for the transfer of payments.  The 

main part of this item is loans from the government, but it also includes loans from employers (who are not part of the government or municipal 

authorities) to employees, which we cannot separate.

Balances Rates of change
(NIS billion)

Outstanding household debt 

b
 Excluding credit from nonresidents, due to lack of data.

c
 Individuals who are not businesses.

d
 Including loans for nonhousing purposes backed by a dwelling.

e
 Loans backed by a mortgage.  Until August 2013, the figure did not distinguish beween mortgage-backed loans to households and those to the 

business sector.  In August 2013, a distinction was made and the data were revised retroactively, which moved some of the balance to business sector 

debt.
f
 Loans that are the responsibility of credit card companies.  Loans that are the responsibility of or backed by the banks are included in the data on 

banks.
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1. Withdrawal
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Figure 1
Net New Investments in the Various 
Institutional Channels as a Share of Total 
Assets at the Start of the Relevant Month, 
2007–2009*

* Except for December and January of each year, during which 
there is a periodic increase in new investments.
SOURCE: Based on mutual fund reports to the Capital Market 
Authority and Tel Aviv Stock Exchange data. 
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Figure 2
Net New Investments in the Various 
Institutional Channels as a Share of Total 
Assets at the Start of the Relevant Month, 
2019–2020*

* Except for December and January of each year, during which 
there is a periodic increase in new investments.
SOURCE: Based on mutual fund reports to the Capital Market 
Authority and Tel Aviv Stock Exchange data. 



CHAPTER 4: DEVELOPMENTS IN THE BUSINESS AND HOUSEHOLD CREDIT MARKETS

159

11

13

 

11 

 
13 



BANK OF ISRAEL, ANNUAL REPORT, 2020

 

15

16 

 

15 

16 

 



CHAPTER 4: DEVELOPMENTS IN THE BUSINESS AND HOUSEHOLD CREDIT MARKETS

161

19

 

19 

 

 

3%
24%

4% 17%
27%21%

13%

13%

16%

59%
75%

63%

75%
60%

1%
6%

8%3%
7% 2%

Provident
funds

Provident
investment

funds

Advanced
training
funds

Pension
funds

Mutual
funds

Equities Bonds
General Unindexed
Foreign exchange Other

Figure 3
Distribution of Assets Among Specializations, 
by Savings Product Prior to the COVID-19 
Crisis, February 2020

Calculation method: Total assets in each of the specializations, 
divided by total assets in the track.
SOURCE: GemelNet, PensiaNet, and mutual fund reports to the 
Capital Market Authority. 
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Figure 4
Net New Investments by Track in Each of the 
Investment Products as a Share of New Investments 
that Month, March 2020

Calculation method: Net new investments from the start of 2019 until March 
2020, minus net new investments from the start of 2019 until February 2020, by 
specialization and by product.  Each product's share is the net new investment 
in that product in March, minus the sum of the absolute values of net new 
investments in all specializations in that product.
SOURCE: GemelNet, PensiaNet, and mutual fund reports to the Capital Market 
Authority. 
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Figure 1
Business Openings and Closures as a Share of Active Businesses in the 
Industry, 2017–2019 Average

SOURCE: Based on Central Bureau of Statistics, "The Demography of Businesses - Survival and 
Movement of Businesses, 2017–2019". 
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Figure 2
Five-Year Survival of Businesses Started in 2014, by Industry (percent)

SOURCE: Based on Central Bureau of Statistics, "The Demography of Businesses - Survival and Movement of
Businesses, 2017–2019". 
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Figure 3
Businesses that Recorded a Decline in 
Turnover of at Least 80 Percent in July–
August, by Turnover Size Group, and Their 
Weight in Each Group

SOURCE: Based on Israel Tax Authority Reports. 
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Figure 4
Distribution of Businesses by Number of 
Salaried Employees, 2019

SOURCE: Based on Central Bureau of Statistics, "The Demography 
of Businesses - Survival and Movement of Businesses, 2017–2019". 
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Distribution of Businesses by Turnover Size 
Group, 2019

SOURCE: Based on Israel Tax Authority Reports. 
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Figure 6
Businesses that Recorded a Decline in Turnover of at Least 80 Percent in 
July–August, by Industry

SOURCE: Based on Israel Tax Authority Reports. 
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Figure 7
Distribution of Businesses in Each Industry by their Salaried 
Employees, 2019

SOURCE: Based on Central Bureau of Statistics, "The Demography of Businesses - Survival and 
Movement of Businesses, 2017–2019". 
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Figure 1
"Zombie" Companies (BIS and Israel Sample)

SOURCE: Banerjee and Hofmann (BIS,2020) and based on Tel Aviv Stock Exchange data.
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Chapter 5
The Labor Market during the COVID-19 Period

PART 1: DEVELOPMENTS IN EMPLOYMENT AND WAGES
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a. Introduction
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Figure 5.1
Broad Employment Rate as a Share of Total Population, January–
December, 2019 and 2020 (percent, original data, ages 15+)

Note: The broad definition of the employment rate refers to the period from March to December 2020.  
Prior to that period, the employment rate was defined in its narrow sense (the normal definition).
SOURCE: Based on Central Bureau of Statistics.

The health crisis 
sent deep shock 

waves through the 
labor market. The 
employment rate 

dropped concurrently 
with unprecedented 

increase in the broad 
deýnition of the 

unemployment rate.
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Figure 5.2
Broad Unemployment Rate as a Share of the Total Labor Force, 
January–December, 2019 and 2020 (percent, original data, ages 15+)

Note: The broad definition of the unemployment rate refers to the period from March to December 
2020.  Prior to that period, the unemployment rate was defined in its narrow sense (the normal 
definition).  The definition of the labor force remained unchanged in 2020 (it does not include 
"nonparticipants for reasons related to COVID-19".
SOURCE: Based on Central Bureau of Statistics.
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2018 2019 2020 2019 2020

Population
a

6,363 6,494 6,620 2.1 1.9

Participation rate
b,c

63.9 63.5 61.8 -0.4 -1.7

Broad employment rate
b,c

61.4 61.1 53.3 -0.3 -7.8

Broad unemployment rate
b,c

4.0 3.8 15.7 -0.2 11.9

Number of employed persons
c

3,905 3,967 3,525 1.6 -11.1

Labor input per week (hours)
c

152,515 156,863 141,959 2.9 -9.5

Nominal wage per employee post
c,d

10.2 10.5 11.2 2.9 7.1

Real wage per employee post
c,e

9.8 10.0 10.8 2.0 7.8

Nominal GDP per work hour in the business sector
f

104 109 120 5.1 9.9

Gross unit labor cost in the business sector
f

101 100 96 -1.2 -4.0

Employee posts
c

3,900 3,979 3,583 2.0 -9.9

Job vacancies 103 99 59 -3.1 -40.5

Table 5.1

Yearly averages, thousands

c
 Including foreign workers and laborers from the West Bank.

e
 Shekels in fixed prices, 2011=100.

SOURCE: Based on Central Bureau of Statistics Labor Force Surveys and National Accounts data.

The broad unemployment rate includes the following three components: 1) The unemployed under the narrow definition (unemployed who are seeking 

jobs); 2) Absentees due to COVID-19 (employees who are temporarily absent from their jobs due to reasons having to do with COVID-19, including 

most furloughed employees); and 3) Labor force nonparticipants due to reasons having to do with COVID-19.
a
 The population includes permanent residents, permanent residents who do not have Israeli citizenship and live in Israel and abroad less than one year, 

and tourists and temporary residents in Israel more than a year.
b
 The employment and unemployment rates are presented in percentages and the change relative to the corresponding period last year in percentage 

points.  The definitions of the unemployment and employment rates are according to the broad definition, as of the period from March to December 

2020.  Prior to this period, the definitions are in line with the narrow (normal) definition.  The definition of the participation rate remained the same in 

2020 (it did not include the group of "nonparticipants due to reasons having to do with COVID-19").

d
 Shekels in current prices.

f
 Base: 2017=100.

Main labor market indicators, 2018 20
(ages 15+)

Rate of change relative to last year, 

percent
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The number of work 
hours declined, 
primarily due to 
reduced employment 
of part-time employees. 
The number of work 
hours for those who 
continued to work 
remained stable.
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Employed 

persons
a Salaried positions

b
Industry 

revenue
c

Hospitality and food services 3 -48 -47 -43

Art, entertainment and leisure 2 -31 -42 -37

Other services 3 -26 -21 -37

Administrative and support services 4 -27 -16 -23

Total 13 -33 -30 -32
Transportation and storage 5 -18 -15 -20

Wholesale and retail sales 11 -15 -16 1

Construction 6 -14 -14 6

Real estate 1 -14 -13 -6

Agriculture, manufacturing, mining and quarrying 11 -13 -6 2

Professional, scientific and technical activity 9 -8 -10 3

Total 64 -13 -12 0
Information and communications 7 1 -4 4

Finance and insurance activity 4 -5 -8 1

Electricity and water 1 -1 0 4

Total 17 -1 -5 4
100 -15 -16 -2

d
 Selected industries, not including all industries in the economy.

SOURCE: Based on Central Bureau of Statistics Labor Force Surveys and National Accounts data.

c
 Fixed prices, based on Central Bureau of Statistics data.

Industries impacted more 
than the average

Share of total 

employed persons
a

Table 5.2  

a
 Prime working ages, Labor Force Survey data, and Research Department calculations.  The share of total employees is based on data from 2019.

b
 Ages 15+, Israeli employees, Central Bureau of Statistics data.

Indicators of the impact to business sector industries during the crisis, March–December, 2019 and 2020
(percent, original data, peroidic average)

Industry distribution by the 

extent of the impact of the 

COVID-19 crisis

Main industry
Average rate of change, March–December 2020 

compared with the same period in 2019

Industries impacted at the 
average level

Industries impacted less than 
the average

Total - all industriesd

Distancing restrictions 
resulted in a dual 

impact on the major 
industries. Some 
industries saw a 

signiýcant decrease 
in demand for their 

goods and services, 
while demand in others 

remained stable.
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Exports as a 

share of revenue
a

Average real 

wage per 

employee post
b

Rate of sales, 

service, and 

general workers
c

Rate of 

those 

working 

from home
c

September–

December 

2020

Hospitality and food services 17.0 4,870 62.5 4.0

Art, entertainment and leisure 9.7 6,118 13.9 21.1

Other services 7.4 5,517 43.8 19.5

Administrative and support services 22.1 5,827 51.7 8.8

Total 18.3 5,494 46.5 12.2
Transportation and storage 38.6 11,082 10.6 6.7

Wholesale and retail sales 11.8 8,690 38.9 9.9

Construction 2.0 9,455 6.2 4.6

Real estate 8.0 11,270 7.1 31.4

Agriculture, manufacturing, mining and quarrying 43.9 13,204 8.0 12.9

Professional, scientific and technical activity 28.1 14,167 0.8 37.8

Total 22.8 11,164 14.2 15.7
Information and communications 48.9 20,865 2.0 54.2

Finance and insurance activity 18.0 17,804 2.7 34.0

Electricity and water 2.1 17,904 13.9 12.9

Total 33.5 19,577 3.1 44.4
23.7 10,605 18.3 20.0

Table 5.3

Industries impacted at the 
average level

d
 Selected industries, not including all industries in the economy.

SOURCE: Based on Central Bureau of Statistics Labor Force Surveys and National Accounts data.

b
 Shekels in fixed prices. Base year 2011.

Industries impacted less 
than the average

Total - all industriesd

a
 Percent, revenue on which VAT is zero as a share of all revenue. Central Bureau of Statistics data for 2018.

c
 Percent, rate of those working from home between September and December 2020 relative to total employed persons in the corresponding period last year.  Central 

Bureau of Statistics Labor Force Survey data and Research Department calculations.

Main industry

2019 data

Industries impacted more 
than the average

(original data, prime working ages, periodic average)

Indicators of business sector industry characteristics prior to the crisis, 2019 and September–December 2020

Industry distribution by the 

extent of the impact of the 

COVID-19 crisis

Most of the impact was 
absorbed by industries 
that require physical 
attendance and 
working with people, 
in which high rates of 
working from home are 
not possible.
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IMF Working Paper No. 20/88.
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Figure 5.3
Change in the Number of Employed Relative to the Corresponding Period Last 
Year, Divided by Business Sector Industry Groups According to Extent of Impact, 
March–December, 2019 and 2020 (percent, original data, prime working ages)

SOURCE: Central Bureau of Statistics and Research Department analyses.

The fact that the crisis 
impacted industries 

where average wages 
and productivity were 

lower prior to the 
crisis has mitigated 

the impact on output 
but has widened 

income gaps between 
employees.
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11

11 Journal of Public 
Economics .

2019 2020

Rate of 

change, 

2019–2020

2019 2020

Hospitality and food services 1.01 0.38 -0.62 0.66 21.34

Art, entertainment and leisure 1.06 1.12 0.05 2.27 62.62

Other services 0.96 0.63 -0.34 2.20 35.73

Administrative and support services 1.32 0.70 -0.47 0.73 7.24

Total 1.12 0.62 -0.45 0.88 16.97
Transportation and storage 1.14 1.85 0.62 0.95 17.55

Wholesale and retail sales 1.03 1.09 0.06 1.26 11.36

Construction 1.17 1.22 0.04 0.68 4.47

Real estate 0.67 1.10 0.64 3.31 45.61

Agriculture, manufacturing, mining and quarrying 0.88 1.16 0.32 1.34 7.49

Professional, scientific and technical activity 1.41 1.00 -0.29 1.19 9.69

Total 1.07 1.17 0.09 1.12 9.11
Information and communications 1.45 1.75 0.21 0.57 2.49

Finance and insurance activity 1.14 1.41 0.23 1.42 7.24

Electricity and water 5.95 0.86 -0.86 0.90 3.80

Total 1.45 1.55 0.07 0.72 3.16
1.13 1.07 -0.05 0.98 9.44

Industries 
impacted 

more than the 
average

Industries 
impacted at 
the average 

level

Industries 
impacted less 

than the 
average

Total - all industriesc

SOURCE: Central Bureau of Statistics Labor Force Survey data and Bank of Israel Research Department analysis.

a
 The number of employees entering industry X: The number of employees who worked during the previous survey round in an industry different than the 

industry in which they are working during the current survey month.  The number of employees leaving industry X for another industry: The number of 

employees who worked in industry X during the previous survey wave and worked during the current survey month in a different industry.

Table 5.4
Indicators of industrial activity in the business sector, rate of change, March–December 2020 compared with 2019

c
 Selected industries, not including all industries in the economy.

(original data, prime working ages)

Industry 

distribution by 

the extent of 

the impact of 

the COVID-19 

crisis

Main industry

Ratio of entries to exits in the 

industry
a

Ratio between the number of 

unemployed and the number of 

job vacancies in the industry
b

b
 Job vacancy data at the industry level are based on Central Bureau of Statistics estimations, while the number of unemployed is based on Labor Force 

Survey data compiled by the Central Bureau of Statistics and Research Department analyses (unemployed among those aged 15+).
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Industry di erences 
in the development of 

employment during 
the crisis may be due 

to the nature of the 
industryôs operations, 

but may also result 
from di erent 

adaptations made by 
industries in response 

to the physical 
distancing restrictions.

The number of 
unemployed per 

vacant position in the 
economy rose sharply.
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c. Wages

The average 
wage per salaried 
position increased 
exceptionally due 
to the demographic 
composition of the 
employed.

A simulation that 
eliminated the 
e ect of the change 
in employment 
composition on 
the average wage 
shows only a slight 
increase in the wages 
of employees who 
continued to work.
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Figure 5.4
Correlation Between the Change in the Number of Employed and the Estimated 
Rate of Change in Wages that was Not Due to the Mix of Salaried Employees,
Business Sector Industries, March–December, 2019 and 2020 (percent)

SOURCE: Central Bureau of Statistics and Research Department analyses.
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d. Employment patterns of various demographics

18

18

The simulation also 
shows a decline in 
the wages of those 
in continued to work 
in some industries. 
The development 
of their wage was 
correlated with the 
development of the 
number employees in 
the industry.



BANK OF ISRAEL, ANNUAL REPORT, 2020

Haredi

The crisis exacerbated 
the downward trend 
in employment and 

participation rates 
among the Arab 

population, in particular 
for Arab men.
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Ageing and Employment Policies, 

2019 employment rate 2020 employment rate Change from 2019 to 2020a

Total population 78.2 67.6 -10.7

Men 82.4 71.5 -11.0

Women 74.1 63.8 -10.4

Non-Haredi Jews 85.4 74.7 -10.7

of which: Men 87.4 77.7 -9.7

Women 83.4 71.8 -11.6

Haredim 64.3 54.3 -10.0

of which: Men 52.3 43.6 -8.7

Women 76.4 65.3 -11.1

Arabs 56.3 45.6 -10.7

of which: Men 76.0 60.0 -16.0

Women 36.8 31.1 -5.7

Less than 12 years of schooling 69.1 56.7 -12.4

13–14 years of schooling 81.2 68.8 -12.4

15 or more years of schooling 85.3 76.3 -9.0

Aged 25–34 77.9 64.7 -13.2

Aged 35–54 82.4 72.2 -10.2

Aged 55–64 68.2 59.9 -8.3

Table 5.5
Employment rates by population group, March–December, 2019 and 2020

(percent, original data, prime working ages)

SOURCE: Central Bureau of Statistics Labor Force Survey data and Bank of Israel Research Department analysis.

a
The change is measured in percentage points.

While the impact on 
the employment rates 
of older employees 
was less than among 
younger employees, 
the intensity of the 
impact on older 
employees relative 
to younger ones 
was greater than in 
previous crises.
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Haredi
Haredi

Haredi Haredi

Haredi

Haredi
Haredi

Controlling for 
employment 

characteristics, there 
was a sharper drop in 

womenôs probability 
of working than in that 
of men, relative to the 
corresponding period 

in 2019.

Similar ýndings were 
obtained with regard 

to Arabsô likelihood of 
working. The decrease 

in Arabsô likelihood of 
working, controlling 

for employment 
characteristics, was 
sharper than among 
Jews relative to the 

corresponding period 
in 2019. The same 
goes for the Haredi 

population compared 
to non-Haredi Jews.
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e. Reintegration of the unemployed in the labor market

Employment rate 97.2 29.6 7.1

Unemployment rate 0.9 44.4 4.4

Rate of nonparticipants 2.0 26.0 88.6

Employment rate 92.7 47.2 7.8

Unemployment rate 5.0 40.9 6.8

Rate of nonparticipants 2.2 11.9 85.3

Table 5.6

Note: The table shows the probability of an employed person, an unemployed person, or a nonparticipant in the labor force 

changing his or her employment status four months after the first survey round during the crisis period (March–December 

2020) compared with the corresponding period in the previous year.  Column 1 shows the rate of those employed four 

months after the first survey round among those employed during the first survey round (first row), the rate of those 

unemployed four months after the first survey round among those employed during the first survey round (second row), and 

the rate of nonparticipants four months after the first survey round among those employed in the first survey round (third 

row).  Column 2 shows the same rates among those who were unemployed during the first survey round, and Column 3 

shows the same rates among those who did not participate in the labor force during the first survey round.  The upper part of 

the table relates the period between March and December 2019, while the lower part relates to the period between March and 

December 2020.

March–December 2019

SOURCE: Central Bureau of Statistics Labor Force Survey data and Bank of Israel Research Department analysis.

Matrix of transitions between labor force characteristics, March–December, 2019 and 2020
 (percent, original data, prime working ages) 

 Period  Employed  Unemployed  Nonparticipant 

March–December 2020
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ñCOVID-19 Absenteesò 
were re-employed 
during the crisis at 

higher rates than 
other unemployed 
persons. However, 

re-employment rates 
for other unemployed 

persons were 
lower than for the 

unemployed in the 
corresponding period 

last year.
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2019

March–December 30 20 56

March - short term 29 15 52

March - long term 63 24 77

March–December 31 37 7

March 26 30 0

December 36 51 45

SOURCE: Central Bureau of Statistics Labor Force Survey data and Bank of Israel Research Department analysis.

Table 5.7

Notes: The first part of the table shows the return-to-work rates four months after the first sample, among those 

unemployed in 2019 (Column 1), and those unemployed (in the narrow definition) (Column 2) and "COVID-19 

absentees" (Column 3) in 2020.  The first row relates to the return-to-work rates four months later among respondents 

between March and December.  The second row relates to the short-term return-to-work rates among respondents in 

March, i.e. four months after the survey (meaning the return-to-work rates in June).  The third row relates to the long-term 

return-to-work rates among respondents in March, i.e. ten months after the survey (meaning the return-to-work rates in 

December).  The second part of the table shows the rate of those absent and/or unemployed more than 27 weeks as a share 

of all absentees and/or unemployed, among those unemployed in the broad definition in 2019 (Column 1), and among 

those unemployed in the narrow definition (Column 2) and COVID-19 absentees (Column 3) in 2020.  The first row 

relates to the period between March and December, the second row relates only to March, and the third row relates only to 

December.

 (percent, original data, prime working ages) 

Rate of return to work

Rate of those absent and/or 

unemployed more than 27 weeks

Rate of return to work and duration of absence/unemployment in various time periods, among 
the unemployed, 2019 and 2020

Period

2020

Unemployed

Unemployed 

(narrow 

definition)

COVID-19 

absentees
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The disconnect from 
employment was 
longer than in 2019, 
and the likelihood of 
re-employment of the 
ñCOVID-19 Absenteesò 
drew closer to that 
of other unemployed 
persons during 2020.

Long absence from the 
labor market may have 
long-term negative 
implications and may 
increase frictional 
unemployment.
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-0.122*** -0.111***

(0.00458) (0.0110)

-0.0883*** -0.0256***

(0.00249) (0.00249)

-0.0578*** -0.0447***

(0.00350) (0.00307)

-0.119*** -0.0308***

(0.00289) (0.00260)

-0.264*** -0.0370***

(0.00333) (0.00334)

-0.240*** -0.0226***

(0.00469) (0.00453)

-0.0945*** -0.00438

(0.00343) (0.00310)

0.00809** 0.00493

(0.00332) (0.00302)

0.00329 -0.0256***

(0.00351) (0.00350)

-0.0388*** -0.00782*

(0.00494) (0.00434)

0.0247*** 0.00463

(0.00407) (0.00364)

0.0136*** -0.0259***

(0.00469) (0.00469)

0.00430 -0.0326***

(0.00660) (0.00633)

-0.00893* -0.0104**

(0.00482) (0.00435)

0.0386*** 0.0102**

(0.00467) (0.00423)

Control for employment characteristics X V

Number of observations (not weighted) 190,927 190,927

Dummy variable for 2020

Dummy variable for woman

Dummy variable for aged 25–34

Dummy variable for aged 54–65

Dummy variable for Arab

Dummy variable for more than 15 years 

of schooling x dummy variable for 2020

Notes: The table shows the probabilities of being employed among the general prime working age 

population.  The explanatory variables are the socioeconomic characteristics of employees and the 

interaction between them and the dummy variable for 2020 and for the month. Column 2 includes 

employment control variables: interaction variables between 2020 and the dummy variables for industry,

occupation, and a dummy variable that obtains the value of 1 if the employee was a salaried employee at

his/her most recent or current job.  The observations included in the regression (weighted by size in the 

population) included all respondents in the prime working ages in the Labor Force Surveys between March

and December 2019 and 2020. Standard errors are clustered by industry and reported in parentheses.

SOURCE: Central Bureau of Statistics Labor Force Survey data and Research Department analysis.

Dummy variable for more than 15 years 

of schooling

Dummy variable for woman x dummy 

variable for 2020

Dummy variable for aged 25–34 x 

dummy variable for 2020

Dummy variable for aged 54–65 x 

dummy variable for 2020

Appendix Table 5.a.1
Correlation beween the probability of being employed and socioeconomic 
characteristics

Dummy variable for Haredi

Dummy variable for at least 12 years of 

schooling

Dummy variable for at least 12 years of 

schooling x dummy variable for 2020

Dummy variable for Arab x dummy 

variable for 2020

Dummy variable for Haredi  x dummy 

variable for 2020

Probability of being employed
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-0.118* 0.0836**

(0.0674) (0.0386)

0.157** -0.157***

(0.0678) (0.0387)

-0.109*** 0.0742***

(0.0274) (0.0154)

0.054* -0.0425**

(0.0307) (0.0172)

-0.00392 0.115***

(0.0313) (0.0179)

-0.0393 0.0316

(0.0446) (0.0267)

-0.034 0.00618

(0.0467) (0.0268)

0.0264 -0.0177

(0.0332) (0.0188)

0.326 0.0351*

(0.326) (0.0186)

0.0974*** -0.0654***

(0.0299) (0.0168)

-0.069** 0.0361*

(0.0339) (0.0189)

-0.0232 -0.095***

(0.0337) (0.0192)

-0.0386 -0.0364

(0.0477) (0.0283)

0.0151 0.00669

(0.0503) (0.0289)

-0.0167 0.0277

(0.0359) (0.0203)

-0.0342 -0.0321

(0.0357) (0.0204)

Control for employment characteristics ã ã
Number of observations (not weighted) 9205 14,537
Notes: The table shows the results of regressions from separate estimations for the probability of returning to work and for 

the probability of being unemployed for more than 27 weeks.  The explanatory variables are the dummy variables for being 

absent due to COVID-19-related reasons, unemployed (narrow definition), and unemployed (broad definition) in 2019 

(control group).  The control variables in teh regressions were dummy variables for each month, a dummy variable for 2020 

and interaction variables between 2020 and the individual's characteristics, dummy variables for industry and for 

occupation, and a dummy variable that obtains the value 1 if the employee was a salaried employee at his most recent or 

current job.  The observations included in the regression (weighted by size in the population) included all unemployed 

respondents (broad definition) in the prime working ages in the Labor Force Surveys between March and December 2019 

and 2020. Standard errors are clustered by industry and reported in parentheses.

Dummy variable for unemployed (narrow 

definition) in 2020

Dummy variable for absent due to COVID-19-

related reasons in 2020

Probability of 

returning to work

Probability of being absent 

or unemployed for more 

than 27 weeks

Dummy variable for Haredi  x dummy variable for 

2020

Appendix Table 5.a.2
Probability of returning to work and of being absent or unemployed for more than 27 weeks, 
among unemployment groups (broad definition)

Dummy variable for woman

Dummy variable for more than 15 years of 

schooling

SOURCE: Central Bureau of Statistics Labor Force Survey data and Research Department analysis.

Dummy variable for aged 25–34

Dummy variable for aged 54–65

Dummy variable for Arab

Dummy variable for Haredi

Dummy variable for at least 12 years of schooling

Dummy variable for at least 12 years of schooling 

x dummy variable for 2020

Dummy variable for more than 15 years of 

schooling x dummy variable for 2020

Dummy variable for woman x dummy variable for 

2020

Dummy variable for aged 25–34 x dummy 

variable for 2020

Dummy variable for aged 54–65 x dummy 

variable for 2020

Dummy variable for Arab x dummy variable for 

2020
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PART 2: POLICY MEASURES APPLIED TO THE LABOR MARKET 

IN ISRAEL32

a. Support for employees whose employment was dismissed

The COVID-19 crisis 
made it necessary to 

take rapid measures in 
support of employees.
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The furlough 
arrangement had 
multiple economic 
advantages for the 
crisis period.

The disadvantages 
of the furlough 
arrangement are partly 
due to its rigidity.
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The “Flexible return 
from furloughò 

arrangement added 
important, albeit late, 
þexibility to the labor 

market.

Later on during 
the crisis, multiple 

measures were 
applied to signiýcantly 

adapt the furlough 
arrangement.
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Table 5.8

Policy measures and support for the labor market

1
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11
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b. Encouraging reemployment of employees

After the ýrst 
lockdown, a decision 
was made to provide 

incentives for 
employers to re-

employ employees 
by means of a bonus 

payment.

The re-employment 
grant provided a quick 
response to the need 

for re-employment 
after the lockdown, but 

had some prominent 
disadvantages.

Due to concern that 
the ñsafety netò would 
lessen the motivation 

of the unemployed 
to return to the 

labor market, it was 
stipulated that it would 
be discontinued once 

the unemployment rate 
would drop below 7.5 

percent.
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c. Support model in other advanced economies 

In view of insights 
gained from the ýrst 
lockdown, upon 
entering the second 
lockdown an employee 
preservation bonus 
was implemented.

Most countries 
implemented programs 
to provide employees 
with income coverage 
without severing 
their ties with their 
employers.
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Annual Report

The ñGerman Modelò 
makes up, through 

employers, the income 
of employees whose 

work hours have been 
reduced.

In all countries, 
the governmentôs 

contribution to 
support programs was 

increased relative to 
the precrisis period.
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Figure 5.5
Rate of Payment for Reduced Work Hours* 
(percent of hourly wage; the rate of government subsidy is noted next to the country's name)

* Details of each country's programs appear in Table 5.9.  The data are listed for the relevant programs until January 2021.
a In all countries other than Germany, the compensation is calculated according to gross wages.  For Germany, the data are as a share of net 
wages.
b The maximum compensation in Israel is calculated for an employee over age 28 who earned NIS 3000 per month.  The minimum compensation 
is calculated for an employee up to age 28 who earned 1.5 times the average wage (above 28, unemployment benefits are 50 percent of the 
wage).
c In Finland, the payment is calculated for salaries between 1000 and 5000 euros per month.  Employers participate in some of the unemployment 
benefit payments for older workers (who are entitle to more generous unemployment benefits), depending on the firm's size.
d In Denmark, the State pays up to 80 percent of an hourly worker's wage (an additional 10 percent is possible).  The subsidy for salaried 
employees is up to 75 percent of their wage.
e In France, the lower bound of 90 percent of the minimum wage.
f In the Czech Republic, if a business closes for health-related reasons, employees are entitled to compensation of 100 percent of their wages, and 
the government reimburses the employer for the entire payment up to a total amount of 800,000 kronas and for 80 percent beyond that.
SOURCE: IMF country reports, OECD economic reviews, National Insurance Institute, and Table 5.9

Israelb
(100%)

Finlandc

(100%)
Spain

(100%)
Germanya

(100%)
Czech Rep.f
(60–100%)

Francee

(85%)
UK

(75%)
Italy

(100%)
Sweden
(75%)

Denmarkd

(75–90%)
Netherlands
(80–90%)

The US behavior 
toward the labor 
market during the 
crisis di ered other 
countries.
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All countries eased 
eligibility conditions, 
and programs were 

extended.

Countries implemented 
complementary 

programs for employee 
preservation and re-

employment.

It is important to create 
programs in advance 

to provide solutions 
during a crisis.
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Table 5.9
Measures to support continued employment and to make up income in OECD countries

Country Support programs

1
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Table 5.9
Measures to support continued employment and to make up income in OECD countries

Country Support programs

Kurzarbeit
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Table 5.9
Measures to support continued employment and to make up income in OECD countries

Country Support programs

8
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Table 5.9
Measures to support continued employment and to make up income in OECD countries

Country Support programs

11
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Table 5.9
Measures to support continued employment and to make up income in OECD countries

Country Support programs
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Table 5.9
Measures to support continued employment and to make up income in OECD countries

Country Support programs

1

st

8

11
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d. Analysis of the furlough model vs. support models in other countries

American Economic Review

One key test for the 
various employment 
support models is the 
extent to which the 
impact on employment 
will persist.

The advantages of the 
Israeli furlough model 
were reþected in faster 
employment growth 
between lockdown 
periods.

After a recovery 
period from the crisis, 
the beneýt of re-
employment programs, 
professional training, 
and subsidizing hiring 
of employees from 
vulnerable groups will 
increase.
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The issue of work 
incentives in the 

furlough model is less 
relevant during a crisis.

The distance created 
between employer 
and employee by 

the furlough model 
may make it easier to 

proceed to termination.

The ñGerman modelò 
allows companies 
to better preserve 

employee skills and 
team work.
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Countries that applied 
the ñGerman modelò 
transitioned, during 
the crisis, to full State 
participation in paying 
for reduced hours.

It is too early to 
answer the question of 
whether Israel would 
have been better o  
adopting the German 
model.
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Loss of official employment (2020:Q2–2020:Q4)
Loss of GDP (2020:Q2–2020:Q4)
Loss of work hours (2020:Q2–2020:Q4)

Figure 5.6
The Impacta to the Labor Inputb, the Officially Employedc, and GDP, in OECD 
Countries

a All of the data present rates of change of the average in Q2–Q4 of 2020 relative to the fourth quarter of 2019.
b The ILO's estimation of work hours lost during the crisis.
c The percentage of decline in the quantity of those officially employed (wherein furloughed employees are listed as 
employed). The data for all countries are for those aged 15+, except Germany, for which the data are for the official 
employment rate of those aged 15–64.  Official employment data for the fourth quarter of 2020 (only) are estimated based 
on the change in the quantity of the unemployed for: UK, Belgium, Germany, Iceland, Sweden, Netherlands, and Poland.
SOURCE: Based on OECD and ILO.

Israel is slightly above 
the midpoint of the 

distribution of countries 
in terms of total impact 

on work hours.
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Infrastructure should 
be put in place to allow 
for the application 
of more diverse 
and better focused 
supportive tools.

In Israel, work hours 
declined excessively 
considering the impact 
to GDP.
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2 

 

2 

 
 

 

The growth of the 
general government 

deýcit reþected an 
increase of 7.1 percent 

of GDP in spending 
and a decline of ju  

0.3 percent of GDP in 
revenue.
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Figure 6.1
Israel's Fiscal Aggregates Compared to the OECD Averagea, 2003-2020 (percent of GDP)

Israel                                   OECD median OECD 90th percentile and OECD 10th percentile

a Data for OECD countries are the medians of all member countries for which there are data.
b Cyclically adjusted deficit data for Israel are according to the accepted international definition and taken from the OECD systems. OECD data are as of the beginning of 
December.  In order to adjust the Israeli data to up-to-date Central Bureau of Statistics estimates, the difference between the overall deficit according to the OECD estimate and 
the overall deficit calculated by the Bank of Israel was deducted from Israel's cyclically adjusted deficit.  This difference amounts to 1.7 percent of GDP.
c Excluding the reduction of expenses financed by the sale of land.  See discussion in Footnote 2 of Chapter 6 in the 2019 Annual Report.
d Due to a lack of up-to-date data, defense expenditures in 2019 and 2020 are equal defense expenditures in 2018 for all countries except Israel. 
e The graphs are presented up to the last year for which there are data in the OECD systems.
f Data are in line with the International Monetary Fund's definition, and are taken from the IMF systems.
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2014 2015 2016 2017 2018 2019 2020

Total public revenue 36.4 36.7 36.3 37.6 36.0 35.3 35.0
  Income from property 0.7 0.7 0.5 0.6 0.5 0.5 0.5

  Total taxes 30.8 31.0 31.0 32.4 30.9 30.3 29.9
    Indirect taxes on domestic production 12.5 12.6 12.1 12.3 12.2 11.9 11.5

    Indirect taxes on civilian imports 3.2 3.0 3.4 2.7 2.8 2.7 2.8

    Direct taxes, fees and levies 10.0 10.3 10.4 12.1 10.7 10.5 10.5

    National Insurance Institute revenue 5.1 5.1 5.2 5.3 5.3 5.3 5.1

  Grants 1.3 1.4 1.4 1.1 1.1 1.0 1.0

  Other
a

3.6 3.5 3.4 3.5 3.5 3.4 3.6

Total public expenditureb 39.0 38.3 38.3 39.6 40.3 39.8 46.9
Current expenditure 35.0 34.4 34.3 35.2 35.7 35.3 41.5

    Domestic civilian consumption 16.9 16.8 16.9 17.4 17.6 17.5 19.0

    Domestic defense consumption 4.6 4.5 4.4 4.4 4.5 4.3 4.4

    Defense imports 1.0 1.0 1.0 0.7 0.7 0.7 0.7

    Direct subsidies 0.7 0.7 0.7 0.9 0.9 1.0 4.2

    Transfer payments on current account 9.5 9.4 9.3 9.7 9.7 9.7 11.3

    Interest payments
c

2.5 2.1 2.1 2.2 2.4 2.2 2.0

  Transfer payments on capital account
d

0.5 0.5 0.5 0.6 0.6 0.6 0.5

  Investments of the general government
b

3.5 3.3 3.5 3.8 4.0 3.9 4.9

Primary civilian expenditureb 30.9 30.7 30.8 32.3 32.6 32.6 39.8
Total deficit of the general governmentb 2.6 1.6 2.0 2.1 4.3 4.5 11.9
Central government deficit (excluding provision of credit)

e
2.7 2.1 2.1 2.0 2.9 3.7 11.6

Current deficit of the general government 1.9 1.2 1.4 1.1 3.1 3.5 10.1

Total cyclically adjusted deficit using international definition
b,f

3.0 1.5 2.0 2.3 4.6 5.0 8.6

Net public debt
g,h

62.5 60.6 59.0 57.5 58.1 57.9 68.4

Gross public debt
g

65.7 63.8 62.1 60.6 60.9 60.0 72.6

The main components of the general government's revenue and expenditures, 2014–2020
Table 6.1

(percent of GDP)

a
Includes transfer payments from the public on the current and capital accounts, imputed pensions, depreciation, capital transfers from abroad, and transfers from abroad 

g
Excluding municipalities' debts to the government.

SOURCE: Based on Central Bureau of Statistics data.

b
 Excludes the reduction of expenses financed by the sale of land.

c
 In 2018, the Central Bureau of Statistics revised the calculation for interest expenses from 1995 onward, and they are now calculated on a cumulative nominal basis 

d
Includes mortgage subsidies and transfers on the capital account to nonprofit organizations and businesses.

e
The central government deficit is calculated based on cash performance and includes only the deficits of the government and the National Insurance Institute.  It does 

not include municipalities, nonprofit organizations, or the national institutions.  The fiscal targets relate to this measure, and not the deficit of the general government.

f
Based on the OECD estimate, adjusted to revised Central Bureau of Statistics Data.  For more information see footnote b in Figure 6.1.

h
Net public debt equals the gross public debt minus active loans minus government deposits with the Bank of Israel.

Israelôs deýcit increase 
was slightly smaller 

than the OECD 
average but its deýcit 

level remained high 
because it was large in 

2019.
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SOURCE: OECD Economic Outlook no, 108, December 2020, and Central Bureau of Statistics. 

Figure 6.2
Deficita in OECD Countries, 2019 and 2020 (percent of GDP)

Although Israelôs debt 
to GDP ratio had 
been declining since 
2003, it ill exceeds 
the median among 
advanced economies. 
Among Israelôs 
reference countries, 
it ranked even more 
poorly.
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Figure 6.3
Gross Public Debt in OECD Countries, 2020 (percent of GDP)
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Countries 

 

 

The multinational 
economic in itutions 
and rating ýrms backed 
the increased public 
expenditure and 
the issuing of large-
scale debt to ýnance 
it, in the belief that 
countercyclical policy 
could improve debt 
su ainability even in 
countries that had high 
debt to GDP ratios.
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An important change 
that improved 

government services 
to citizens between the 
ýr  and second waves 

was more vigorous 
devolution of powers 

from the central 
government to other 

public entities.
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a fortiori

 

org  

Although the budget 
framework was 
raised almo  to the 
expenditure ceiling, 
the interim budget 

ill lacks important 
traits of an ordinary 
budget, including 
deýcit targets, an 
Arrangements Law, 
public transparency 
of budget priorities, 
and autonomous 
management of 
mini riesô budgets.
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a. Mid-year revisions of budget limits 

 Multiannual Budget Plan for 2022–2024,

The use of exceptional 
budget allocations 

to fund crisis-related 
expenses made it 

clear to the markets 
and the public that 
the governmentôs 

commitment to 
increased spending 

on account of the 
crisis is temporary. 

Recurrent budgeting 
of new needs using 

such allocations 
in ead of reallocating 

exi ing resources 
may diminish the 

governmentôs ýscal 
credibility.
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Figure 6.4
The Development of Budgetary Allocations for Dealing with the COVID-19 Crisis
(NIS billion)

Note: The lightly shaded orange area represents the increase in unemployment benefits that is not due to government decisions
and is therefore financed from National Insurance Institute balances and not through the State budget (see Chapter 5).  This 
increase in expenditure did not require a special extra-budgetary allocation beyond the expenditure ceiling, which limits only the 
State budget.  In addition to the budget allocation, extra credit programs were put in place and increased in amount from NIS 29 
billion in April to NIS 40 billion at the end of December. Actual utilization of the credit programs in 2020 amounted to NIS 26 billion, 
and the program for 2021 is estimated at about NIS 31 billion.
SOURCE:  Based on Ministry of Finance.



CHAPTER 6: THE GENERAL GOVERNMENT AND ITS FINANCING

22

b. Expanding the economic safety net

22 

Although it was 
advantageous 
from a short-term 
economic andpoint 
to lift the re rictions on 
government mini riesô 
operations due to the 
unusual circum ances 
of the crisis, from an 
in itutional perspective 
the revisions made to 
the legal framework 
that incentivizes the 
government to pass 
a proper budget 
create the potential 
for allowing ongoing 
conduct without an 
approved budget or for 
amending budget limits 
even in ordinary times.
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At the beginning of 
the crisis, a rapid 

and broad response 
by means of simple 

mechanisms was 
needed in order to 

give households 
conýdence. The longer 

the crisis persi ed, 
however, the more 

the government had 
to make adju ments 

in order to deliver 
optimum relief to those 

mo  in need of it.
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Small businesses Medium businesses Large businesses
(NIS 18,000–300,000) (NIS 300,000–1.5 million) (NIS 1.5 million–400 million)

According to annual revenue:

Up to NIS 100 million: decline of 

at least 25%
a

NIS 100–200 million: Decline of 

at least 60%

NIS 200–400 million: Decline of 

at least 80%

Amount of grant 
per bimonthly 

installment

NIS 3,000–6,000 

depending on annual 

revenue in 2019

3–15% of the revenue in the 

corresponding period in 

2019, depending on the rate 

of decline in revenue.

The fixed expenses coefficient in 

the revenue
b
 (up to 30%), 

multiplied by the revenue in the 

corresponding period 2019, 

multiplied by 0.1–0.5 depending 

on the rate of decline in revenue.

Grant ceiling NIS 6,000 NIS 500,000 NIS 500,000

a
 Originally, the condition was a decline of 40% in revenue, but it remained valid only in the May–August installments.  From 

September, the group of eligible recipients was broadened to include those who had experienced a decline of 25% in revenue due 

to the second lockdown, and this leniency was extended every two months, even when there was no lockdown.

b
 The rate of sales revenue reflecting the business's fixed costs - those that could not be reduced even when there was less activity 

or activity was interrupted.  These include, for instance, rent, financing expenses, and so forth.  This coefficient is calculated 

according to the formula:

SOURCE: Ministry of Finance.

Table 6.2

Minimum impact 
on revenue

Decline of at least 25%
a
 in 

sales revenue

Decline of at least 25%
a
 in 

sales revenue

Details of the fixed-costs grant as part of the "Economic Safety Net" program

(wage costs of furloughed workers + inputs) x 0.9
monthly turnover

1-



CHAPTER 6: THE GENERAL GOVERNMENT AND ITS FINANCING

 

 

 

 

 The Quarterly 
Journal of Economics Fiscal 
Monitor

 

The Quarterly Journal of Economics, 



BANK OF ISRAEL, ANNUAL REPORT, 2020

c. Increasing public expenditure on health

 When the 

 
 Health at a Glance,
 

 

The lessons of the 
current crisis should 

include the need 
to devise safety 

net mechanisms 
activated by economic 

triggers, such as 
the unemployment 
rate, that would be 

implemented without 
delay and phased out 

automatically when no 
longer necessary.
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  gov he  
 

As morbidity escalated 
rapidly in early March, 
the healthcare sy em 
was granted a NIS 10 
billion budgetða 
nonrecurrent 27 
percent increase in 
the Mini ry of Health 
budget.
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Figure 6.6
Ministry of Health's COVID-19 Budget Components for 2020 (NIS billion)

Unlike a pandemicð
an ongoing event for 
which preparations 
can be made 
in mid reamð
emergencies such as 
earthquakes arrive in 
one roke and may 
place the inpatient 
sy emôs ability to 
deliver in even greater 
danger. 
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e. Employment of general-government workers under the COVID-19 

 

 

Expediting the 
delegation of powers 
to school principals 
and local authorities, 
enhancing digitization, 
and drawing 
conclusions from the 
greater focusing of 
schola ic materials 
and matriculation 
exams may create 
the conditions for 
meaningful reforms 
that will improve the 
quality of education in 
Israel in coming years.
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In the ten months 
following the onset 

of the crisis (Marchï
December), tax 

revenue was NIS 7 
billion below the same 
period in the previous 
year, but it surpassed 

expectations during 
that period.
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Figure 6.7
Contribution of Various Taxes to Change in Tax Revenue in 2020 
Compared with 2019 (NIS billion)
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In ordinary times, 
the National 

Insurance In ituteôs 
unemployment 

program does not 
accumulate surpluses 

that may be used 
in the event of an 

economic crisis. 
Therefore, funding a 

National Insurance 
deýcit by drawing on 

the In ituteôs inventory 
of bonds comes at 

the expense of funds 
accumulated for other 

actuarial liabilities.
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Central 
government

National 
Insurance Municipalities

Public nonprofits 
and the national 

institutions
2019 24.8 5.3 4.0 1.1

2020 24.7 5.1 4.0 1.2

2019 19.9 6.7 6.0 7.3

2020 23.5 9.5 6.3 7.6

2019 -4.8 1.3 2.0 6.1

2020 -1.2 4.3 2.4 6.4

2019 9.9 -2.1 -1.9 -6.0

2020 12.2 -3.4 -2.4 -6.4

2019 5.1 -0.8 0.1 0.2
2020 11.0 0.9 0.0 0.0

a
 Excludes the reduction of expenses financed by the sale of land.

SOURCE: Based on Central Bureau of Statistics.

Overall deficit/surplus (+/-)

Components of the overall deficita, by unit, 2019 and 2020
(percent of GDP)

Table 6.3

Revenue from the public

Expenditures vis-à-vis the public

Deficit/surplus (+/-) vis-à-vis the 

public

Net transfers/receipts (+/-) within the 

general government
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Annual Report 

2015 2016 2017 2018 2019 2020

Debt at the end of the previous year 65.7 63.8 62.1 60.6 60.9 60.0

Nominal growth of GDP -3.2 -3.0 -2.2 -2.8 -3.3 1.0

Net capital inflow 1.7 1.8 1.2 2.5 3.2 13.1

of which : Government's cash deficit (excluding credit) 2.1 2.1 2.0 2.9 3.7 11.6

                   Net repayment of credit by the public
a

-0.5 -0.2 -0.1 -0.1 0.0 0.0

                   Privatization proceeds -0.3 -0.1 -0.1 -0.2 -0.1 0.0

                   Funding beyond the financing deficit
b

0.4 0.1 -0.5 -0.1 -0.4 1.6

Revaluation of shekel-denominated indexed debt
c

-0.3 -0.1 0.1 0.2 0.2 -0.2

Revaluation of foreign currency-denominated debt -0.1 -0.2 -0.6 0.5 -0.7 -0.5

Adjustment to issuance costs -0.2 -0.1 0.0 -0.1 -0.2 -0.4

Remainder
d

0.2 -0.3 0.1 -0.2 -0.1 -0.5

Debt at year end 63.8 62.1 60.6 60.9 60.0 72.6
a
Including the provision of credit and principal collection.

b
Financing surplus. .

c
Effect of the increase in the Consumer Price Index during the year on indexed debt.

d
As a result of roundings.

SOURCE: Based on Ministry of Finance.

Table 6.4
Components of the increase in the gross public debt, 2015–2020

(percent of GDP)

The mo  acute change 
during the year was 
the sharp increase 
in foreign currency 

issues: 32 percent of 
total annual issuing, 

compared with an 
average of 13 percent 

in the pa  decade.
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Figure 6.8
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SOURCE: Based on Ministry of Finance.
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Figure 6.9
Outstanding Government Debt by Component, 2007–2020 (percent of GDP)

SOURCE: Based on Ministry of Finance.
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 Annual Report

 Journal of Money, Credit 

  
Journal of International Economics

 

 

European and US 
experience shows that 
an overly rapid retreat 
from an expansionary 
policy may impair the 
economic recovery.

Government aid should 
focus on smoothing the 
economyôs transition 
from emergency to 
recovery by applying 
tools that promote 
employment and 
vocational training 
for those ca  out 
of the labor market 
and supporting 
badly hit indu ries 
and businesses that 
are ruggling to 
make inve ments. 
The automatic 

abilizers should be 
rengthened so that 

the ýscal adju ment 
will be gradual and 
synchronized with the 
economic recovery.
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In Israel currently, 
the high ructural 
deýcit is mo ly due 
to a relatively low 
tax burden and not 
to particularly lavish 
public expenditure. 
Since defense 
spending and intere  
expenditure in Israel 
are high relative to 
other developed 
countries, primary 
civilian expenditure is 
very low. This narrows 
the ability to cut the 

ructural deýcit along 
this channel.

The right time to begin 
the consolidation 
depends largely on 
information that will 
come into view in the 
coming year about 
when the crisis will end 
and the depth of the 
economic scars that it 
will have left.
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Figure 6.10
The Fiscal Aggregates Under Various Policy Scenariosa

a The scenarios simulate the development of the debt to GDP ratio and the burden of interest payments as a
result of various policy targets. The working assumptions include convergence to the long-term growth rate by
2023, an interest rate that is identical to the 2019 rate plus a risk premium in accordance with the increase in
the debt ratio, and convergence of inflation to 2 percent in the medium term.
SOURCE: Bank of Israel.
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Israel

 

 

 

The sooner the 
government designs 
and promotes a multi-
year ýscal program, 
the more able it will 
be to spread the 
adju ments gradually 
so that their impact on 
the economy will be 
milder.

By re raining the 
ructural deýcit while 

inducing rapid GDP 
growth by improving 
productivity in some 
indu ries in the ýr  
decade of the reform, 
the debt to GDP ratio 
can be brought down 

eadily amid long-
term inve ment in 
increasing the national 

andard of living.
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Using a permanent 
increase in the 

ructural deýcit to fund 
inve ments in order to 
raise labor productivity 

would impose a 
eadily growing 

ýscal burden on the 
economy.
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Figure 6.11
The Fiscal Aggregates Under Alternatives in the Reform to Increase 
Productivitya

a The scenarios simulate the development of the fiscal aggregates and real GDP as a result of various financing
alternatives to the recommendations that appeared in the Bank of Israel's 2019 productivity report. The working
assumptions include convergence to the long-term growth rate by 2023, a real interest rate that is identical to
the 2019 rate plus a risk premium in accordance with the increase in the debt ratio, and convergence of inflation
to 2 percent in the medium term. The structural deficit, excluding the reforms, is the one that stabilizes the debt
to GDP ratio at 77 percent in the long term.

Before adopting this 
economic program, the 
government needs to 
set a long-term debt 
to GDP ratio target 
that takes into account 
both the importance 
of market tru  in the 
governmentôs ýscal 
responsibility and the 
need to carry out far-
reaching reforms.
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b. Lowering Israel’s debt/GDP ratio
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Figure 1
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SOURCE: Based on Central Bureau of Statistics and Ministry of Finance.
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d. Conclusion 
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References

Arg

0.5 1.0 1.5 2.0 2.5 3.0
2.5 9.4 10.3 11.3 12.4 13.6 14.9

3.0 8.5 9.4 10.3 11.3 12.4 13.6

4.0 7.1 7.8 8.6 9.4 10.3 11.3

5.0 5.9 6.5 7.1 7.8 8.6 9.4

5.5 5.4 5.9 6.5 7.2 7.9 8.6

Average nominal interest rate

 Average
 nominal
growth

Table 1
Additional debt in 2040 as a result of COVID-19 deficits

Note: The table presents a simulation of the development of the additional debt (13.6 percent 

of GDP) created due to the COVID-19 crisis in 2020 and 2021.  In this simulation, the 

interest and growth rates are set over the years 2022 2040, but this is a simplified assumption 

for illustrative purposes only, since the interest on debt issued in 2020 is already known.  

These variables will be influenced in the future by various factors, including the level of debt, 

as explained in this box.
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a. What does “green recovery” refer to around the world?

c. Implications for Israel

 org en
the  



CHAPTER 6: THE GENERAL GOVERNMENT AND ITS FINANCING

 

Table 1: Budget Allocations for Green Recovery Projects in OECD Countries*

Nature of project Implemented
Agreed upon 

only
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Chapter 7
Welfare Policy Issues 
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PART 1: IMPACT OF THE COVID-19 CRISIS ON 

HOUSEHOLD WELL-BEING – INTRODUCTION

Central Bureau 
of Statistics Civil 

Resilience Surveys 
indicate a deterioration 

of householdsô 
economic situation. 

About half of the 
respondents fear that 

they will not be able to 
cover their expenses.
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Figure 7.1
Multidimensional Deterioration in the State of Households due to the Crisisa

a The respondents were asked about their condition relative to their precrisis condition: "Compared to your 
state of health prior to the crisis, how would you describe your state of health today?"; "Compared to your 
mental state prior to the crisis, how would you describe your mental state today?"; and "Due to the COVID-19 
crisis, to what extent has your financial state and that of your household changed?".  In the "Concern over 
covering expenses" category, the data relate to the rate of those who responded to the question "To what 
extent are you concerned about difficulty in covering expenses?" that they are concerned to a great extent or 
to some extent.
SOURCE: Central Bureau of Statistics Civil Resilience Survey.
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2

2

The impact on 
employment was 
signiýcant at all income 
levels, but it was 
particularly pronounced 
in the middle income 
quintiles.
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Figure 7.2
Net Balancesa of Deteriorations in Health, Mental, and Financial States due to COVID-19
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a The net balance is the difference between the rate of respondents whose situation has deteriorated and the rate of respondents whose 
situation has improved.  An increase in the net balance indicates worsening, as more respondents report that their situation has
deteriorated or deteriorated greatly.  The question regarding the financial state in the coming year was: "In the coming 12 months, do you 
think your financial situation and that of your household will....".
SOURCE: Central Bureau of Statistics Civil Resilience Survey.
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Figure 7.3
Change in the Number of Wage Earners in the Household, by Wage 
Income Quintilesa, Head of Household Aged 25–64

a The household labor income quintiles are calculated by the total wages of the head of household and 
his or her spouse in 2019.  The change in the number of wage earners eflects the change in the number 
of actual employed persons belonging to the household (excluding temporary absentees) compared with 
the corresponding month in 2019.
b The average for the COVID-19 months in 2020: March–December.
SOURCE: Based on Central Bureau of Statistics Labor Force Surveys.

b b b b b
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a. Background

Haredi

In 2020, the education 
system physically 

closed down for most 
of the time and moved 
to a distance learning 

format. This change 
was accompanied by 

negative e ects on the 
well-being of students.



CHAPTER 7: WELFARE POLICY ISSUES

Due to social 
distancing 
requirements, the 
Israeli education 
sy em su ered from a 
widespread disruption 
of udies. In contra , 
many OECD countries 
managed to maintain a 
frontal learning routine.
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Figure 7.4
International Comparison of Education System 
Operation Policy, 2020–21 School Year

SOURCE: UNESCO data.  The average number of school days on 
which each of the policy alternatives was used, minus vacation days.  
The simple average of all OECD countries.  The calculation was 
made during the period from September 2020 to February 2021.
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7 8

7

Economic Journal
8

Journal of Labor Economics

Cliometrica

Past cases indicate 
that a widespread 
disruption of studies 
causes long-term 
damage to studentsô 
education.
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Figure 7.5
School Dropout Rates

a. 7th–12th grades by population group

SOURCE: Central Bureau of Statistics Statistical Abstract of Israel, Table 4.26 - 7th–12th grade students who 
dropped out of the Ministry of Education's education system, various years.

The Teachersô 
Association strike 

in 2008 was 
accompanied by an 

increase in the dropout 
rate from various 

secondary school 
grade levels.
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Teachers’ Association

Two disruptions of 
studies in the 1970s 
indicate long-term 
damage to studentsô 
education.
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American Economic Review

Science Advances

The disruption 
of studies in the 
COVID-19 period 
di ers from previous 
disruptions in that 
distance learning is 
possible, but it is likely 
that the rapid transition 
to the new learning 
method has resulted 
in lower achievements 
than frontal learning.
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22

22

–

Gaps in the level of 
access to di ance 

learning infra structure 
and an environment 

that supports learning 
are expected 

to increase the 
socioeconomic gaps in 

udent achievement.
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If no policy measures 
are taken to reduce 
the achievement gaps 
that are due to the 
COVID-19 period, 
students may su er 
long-term damage to 
their earning capacity, 
and the skill gaps 
between Israel and the 
OECD are expected to 
increase.
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PART 3: GENDER DIFFERENCES IN THE IMPACT OF COVID-19

Haredi

The increase 
in the share of 

women temporarily 
absent from work 

in comparison with 
their rate in the 

corresponding months 
in 2019 was greater 

than that of absentee 
men.

Of those who were 
employed in the 

corresponding month 
in 2019, women were 

absent more than 
men in 2020, and the 

gap was particularly 
pronounced among the 

relatively young ages 
and at the beginning of 

the crisis.
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a Not including those temporarily absent from work. In September and October 2019 there was an
anomalous change compared with September and October 2018, apparently due to differences in the
timing of the Jewish New Year holidays.
SOURCE: Based on Central Bureau of Statistics Labor Force Surveys. 

Figure 7.7
Change in Employment Status Compared to the Corresponding Month of 
the Previous Year, 2019–20
(Non-Haredi Jewish individuals aged 25–64)
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Haredi

25

25

Table 7.1

March April December

COVID-19 

periood 

average
a

March April December

COVID-19 

periood 

average
a

Not in the labor force 3% 2% 4% 3% 3% 4% 5% 5%
Unemployed 1% 1% 4% 2% - - 2% 1%
Temporarily absent from work 18% 37% 11% 16% 19% 35% 9% 14%
Employed full or part time 78% 60% 81% 78% 78% 60% 83% 79%

March April December

COVID-19 

periood 

average
a

March April December

COVID-19 

periood 

average
a

Not in the labor force 2% 4% 1% 2% 4% 5% 2% 3%
Unemployed 1% 2% 3% 3% - - 4% 2%
Temporarily absent from work 13% 23% 7% 10% 12% 26% 9% 11%
Employed full or part time 84% 72% 89% 85% 83% 68% 85% 83%
- Few observations, accounting for about 1 percent.
a
 Average of the months March to December 2020.

SOURCE: Based on Central Bureau of Statistics Labor Force Surveys.

Change in employment state, individuals who were employed in the previous year

Men aged 25–49 Men aged 50–64

(percentage of total employed persons in the previous year)

Women aged 25–49 Women aged 50–64

The correlation 
between the rate of 

women employed in 
an industry/occupation 
and the intensity of the 
impact on employment 
therein is positive, but 

slight.
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Figure 7.8
Women's Employment and Rate of Change in Total Employment During COVID-19, 
Individuals Aged 25–64

The size of the bubble reflects the weight of the industry/occupation in employment, based on the average for the months March–December
2019. The change in total employment is the average number of employed persons in the industry/profession between March and
December 2020 compared with the average number of employe persons between March and December 2019.
SOURCE: Based on Central Bureau of Statistics Labor Force Surveys. 

In mo  large industries 
and occupations 
the changes in the 
employment of women 
and men were similar.
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Figure 7.9
Changes in the Number of Employed Individuals by Industry and
Occupation, Aged 25–64

Each bubble represents a combination of industry and occupation, and the size of the bubble represents its
average weight in total employment in 2019.
SOURCE: Based on Central Bureau of Statistics Labor Force Surveys. 

The decrease in the 
average work hours of 
women was similar to 

that of men, and the 
gap between them did 

not widen.
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Figure 7.10
Average Number of Work Hours Per Week, by Gender
(Non-Haredi Jews aged 25–64)

SOURCE: Based on Central Bureau of Statistics Labor Force Surveys. 

Passover Jewish New
Year season
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PART 4: THE ELDERLY IN THE COVID-19 PERIOD

27

28

27

28

About half of the 
elderly reported 

that they were very 
concerned that they 
would not be able to 

cover their expenses.
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Women Men

Data from 2020 Labor Force Survey
Number of individuals

c 927,196 458,021 179,381 57,239 232,555

Percentage of total elderly 49 19 6 25

Age 74.7 73.3 77.0 76.9 75.2

Arabs (percent) 8% 6% 6% 1% 16%

Haredim  (percent) 3% 4% 2% 2% 3%

Home ownership 79% 83% 70% 59% 82%

Employed
d
 March–December 2019 25% 25% 22% 28% 25%

Employed
d
 March–December 2020 21% 21% 18% 25% 21%

Employed
d
 March–December 2019 3% 4% 1% 3% 2%

Employed
d
 March–December 2020 3% 4% 2% 3% 2%

Lowest quintile (percent)
e

18% 16% 31% 30% 12%

Second quintile (percent) 20% 20% 18% 23% 19%

Third quintile (percent) 17% 16% 14% 19% 19%

Fourth quintile (percent) 20% 19% 14% 15% 26%

Highest quintile (percent) 25% 29% 23% 14% 24%

Very peripheral 2% 2% 3% 1% 1%

Peripheral 10% 10% 11% 11% 11%

Intermediate localities 20% 19% 19% 21% 21%

Central 23% 22% 30% 23% 22%

Very central 46% 47% 39% 44% 45%

Has private health insurance 32% 37% 19% 19% 35%

Expenditure on private health insurance as a share of net income 3% 3% 5% 4% 2%

Expenditure on private health insurance as a share of total consumption expenditure 2% 2% 3% 3% 2%

SOURCE: Central Bureau of Statistics Labor Force Surveys and Household Expenditure Surveys.

c
 Data are from February 2020.

d
 Rate of those actually employed full or part time (excluding absentees).

e
 Quintiles of net equivalized individual income (20 percent of individuals are in each quintile).

Aged 65–74

Aged 75+

Data from 2018 Household Expenditure Survey

a
 Individuals above age 65.

b
 Including elderly who live in a household with a caregiver, children, or spouse and others.

Attributes of the elderly (65+)

Total elderly
a Live with 

spouse

Live alone
Others

b

Compared to other 
elderly, more elderly 
persons living alone 
reported a deterioration 
of their health 
condition, and less of 
a deterioration of their 
ýnancial situation.
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Figure 7.11
Multidimensional Deterioration in the State of the Elderly Due to the Crisisa

a The respondents were asked about their condition relative to their precrisis condition ("Compared to your 
state of health prior to the crisis, how would you describe your state of health today?" "Compared to your 
mental state prior to the crisis, how would you describe your mental state today?" "Due to the COVID-19 crisis, 
to what extent has your financial state and that of your household changed?"  In the "Concern over covering 
expenses" category, the data relate to the rate of those who responded to the question "To what extent are 
you concerned about difficulty in covering expenses?" that they are concerned to a great extent or to some 
extent.
SOURCE: Central Bureau of Statistics Civil Resilience Survey.
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Figure 7.12
Net Balancesa of Deteriorations in Health, Mental, and Financial States Among the Elderly

a The net balance is the difference between the rate of respondents whose situation has deteriorated and the rate of respondents whose situation 
has improved.  
SOURCE: Central Bureau of Statistics Civil Resilience Survey.



CHAPTER 7: WELFARE POLICY ISSUES

PART 5: THE ARAB SECTOR

a. The economic situation of the Arab sector on the eve of the crisis

The Arab sector 
was economically 
vulnerable even before 
the crisis, due to the 
low income of many 
households.
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In 2018, 40 percent 
of Arab households 

reported being in debt, 
compared to only 10 

percent in the Jewish 
sector, and only a 

small proportion of 
Arabs reported that 

they were able to save.
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Table 7.3

Jewish Arab
Gross monthly income (NIS) 20,046 11,883

Net monthly income (NIS) 18,132 12,260

Rate of households whose income is below the poverty line 0.13 0.45

Rate of households where both parents work

(among households with children up to age 18)

Number of children up to age 18 per household with children 2.33 2.68

Hourly wage of men (NIS) 62.67 39.51

Employment rate of men 0.86 0.77

Employment rate of women 0.82 0.38

Rate of people employed without a contract or at a manpower company 

(among salaried employees, 2016)
b 0.28 0.56

Rate of people employed as day laborers (among salaried employees, 2016)
b 0.02 0.09

Years of schooling 14.89 11.78

Rate of those with a matriculation certificate or higher 0.75 0.48

Difference in the attributes of Jewish and Arab households and individualsa, 2018

a
 Data are taken from the 2018 Household Expenditure Survey, unless otherwise noted.  Data at the household level are 

calculated for all households.  Data at the individual level are calculated for individuals in the primary working ages 

(25–64).
b
 Social Survey of Israel.

SOURCE: Based on Central Bureau of Statistics.
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Figure 7.13
Which of the Following Best Describes Your and Your Family's Situation? 
(2018)

SOURCE: Based on Central Bureau of Statistics Long-Term Household Survey (sixth wave, 2018).
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Reported

savings
a

Actual

savings
b

Jewish Israelis (average) 5,823 4,344

Arab Israelis (average) 1,344 -1,673

Gap between Jewish and Arab israelis, gross 4,479 6,017

Gap between Jewish and Arab Israelis after accounting for income differences
c 2,719 2,676

Gap between Jewish and Arab Israelis after accounting for differences in income, 

education, home ownership, and employment and demographic variables
d 2,909 2,093

d
 The coefficient of the dummy variable for "Arab" in the estimation of the regression on total savings, after controlling for disposable 

income, the number of people and number of wage earners in the household, and the age, education, employment, and family status of the 

head of household.

SOURCE: Based on Central Bureau of Statstics Household Expenditure Survey.

Table 7.4

(NIS)

a
 Reported savings are savings according to the Central Bureau of Statistics definition in the Income and Expenditure Surveys.  These are 

savings in savings plans, provident funds, pension funds, life insurance, managers' insurance, real estate investments, repayments of 

mortgages and housing loans, vehicle purchases, debt repayments, and monetary differentials between purchasing and selling furniture, 

vehicles, and other equipment.
b
 Actual savings are calculated as net monetary income minus expenses on current consumption.

c
 The coefficient of the dummy variable for "Arab" in the estimation of the regression on total savings, after controlling for the level of 

disposable income.

Savings among Jewish and Arab Israelis (2018)

In 2018, a signiýcant 
number of households 

in the Arab sector 
reported that they 
operate without a 

bank account or that 
their bank account is 

blocked for use.
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b. Economic damage from the COVID-19 crisis in the Arab sector

1%

12%

2%

6%

0% 5% 10% 15% 20%

Jews

Arabs

No bank account Blocked bank account

Figure 7.14
Rate of Households Without a Bank Account or 
With a Blocked Account

SOURCE: Based on Central Bureau of Statistics Long-Term 
Household Survey (sixth wave, 2018).

The rate of Arab 
individuals who 
reported being 
economically a ected 
by the COVID-19 
crisis, as well as the 
rate of Arabs who 
reported reducing 
food consumption, 
were higher than the 
corresponding rates in 
the Jewish sector.
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Haredi
The impact of the 

economic crisis on 
the Arab sector is not 
limited to those who 
have lo  their jobs. 

Many who continued 
to work were also 

a ected.
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54%
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Figure 7.15
Rate of Those Reporting a Deterioration in 
their Financial State Due to the COVID-19 
Crisis

SOURCE: Based on Central Bureau of Statistics Civil
Resilience Survey (waves 1–4).

Jews
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14%

26%

Jews Arabs

Total period (April–October)

Figure 7.16
Rate of Those Reporting that they Reduced 
Food Consumption Due to the COVID-19 
Crisis

SOURCE: Based on Central Bureau of Statistics Civil Resilience 
Survey (waves 1–4).
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Haredi

Table 7.5

(1) (2) (3) (4) (5) (6) (7) (8)

Jewish Arab Gross gap
a

Net gap
b Jewish Arab Gross gap

a
Net gap

b

Total 41.6 53.8 12.2** 6.2** 14.1 25.7 11.6** 8.6**

Aged 25–44 47.3 53.5 6.2** 2.2 13.8 26.1 12.3** 8.9**

Aged 44+ 36.3 54.2 18.0** 12.2** 14.4 25.0 10.6** 7.8**

Men 42.3 59.2 16.9** 10.5** 13.3 27.4 14.0** 10.8**

Women 40.9 48.6 7.7** 0.9 14.8 24.0 9.2** 6.4**

With children at home 45.3 56.6 11.3** 6.7** 13.8 27.1 14.0** 10.8**

No children at home 37.0 47.8 10.8** 1.9 14.4 22.1 7.7** 3.4

Academic education 36.1 50.1 14.0** 5.4 9.2 13.2 4 0.2

No academic education 43.8 54.3 10.5** 5.8* 16.1 27.4 11.3** 10.1**

Employed (salaried only)
c 36.7 46.0 9.2** 7.8** 12.5 23.0 10.6** 9.1**

Unemployed
d 48.5 57.6 9.0** 3.3 15.4 25.0 9.5** 8.3**

SOURCE: Based on Central Bureau of Statistics Civil Resilience Survey (waves 1–4).

Differences between Jewish and Arab Israelis in how the COVID-19 pandemic affected their financial state and food 
consumption, by segment

Rate of those reporting a deterioration of their 

financial state (%)

Rate of those reporting a decline in food 

consumption (%)

c
 The number of self-employed Arabs in the survey is very low, and was therefore omitted from this calculation.

d
 We cannot consistently and reliably distinguish between individuals who lost their jobs due to the COVID-19 crisis and those who were unemployed 

beforehand.

a
 The gross gap is not necessarily the same as the difference between the "Jewish" and "Arab" columns of the table due to rounding to the first decimal.

** Statistically significant at a 5 percent level; * Statistically significant at a 10 pecent level.

b
 The net gap is the difference between the groups after taking the following individual traits into consideration (through a regression): Age group, gender, 

children at home, and the individual's academic education and employment.

Arabsô studies in the 
education system and 

in academia have been 
severely a ected, due 

to limited access to 
infrastructure and to 

the means that enable 
distance learning.
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a A persistent worker is defined as an individual who was fully surveyed in the Labor Force Survey (8 times), and 
worked during the entire survey period.
SOURCE: Based on Central Bureau of Statistics Labor Force Survey.

Figure 7.17
Average Number of Weekly Work Hours Among Persistent Workersa, 2020
Compared with 2019

75%

27%

0%

40%

80%

Non-Haredi Jews Arabs

a Fewer than 1.3 people per room, Internet connection, and less 
than three school-aged children per computer.
SOURCE: Based on Central Bureau of Statistics Household 
Expenditure Survey (2018); Bank of Israel (2020), "Preparedness 
for Distance Learning at the Student and School Levels—Insights 
from PISA 2018 and the Household Expenditure Survey".

Figure 7.18
Rate of Households with A High Rate of 
Accessibility to Distance Learning 
Infrastructurea

25%

33%

0%

20%

40%

Jews Arabs

SOURCE: Based on Central Bureau of Statistics Civil Resilience 
Survey (waves 1–4).

Figure 7.19
Rate of Those Reporting A Deterioration in 
Their Children's Emotional State
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Jews Arabs

a. Rate of class participation at 
institutions of higher education, before 

and during the crisis 
b. Rate of connection to online classes 

via personal computera

a As opposed to a mobile phone or a computer belonging to family or friends.
SOURCE: Aharon Institute survey of students, June 2020; M. Tahaoko, N.H. Haj-Yihya, and H. Matar (2021). “The Gaps 
between Jewish and Arab Students in the COVID-19 Period”, Special Policy Paper, Aharon Institute for Economic Policy 
(in Hebrew).

Figure 7.20
Adverse Impact to Arab Students During the COVID-19 Crisis
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Figure 1
Number of COVID-19 Deaths per 100,000 Residents in OECD Countriesa,
Gross and Equivalized to Israel's Age Distributionb

(deaths until mid-February 2021c)

a The OECD countries listed do not include Turkey, eastern European countries (Czech Republic, Estonia, Hungary, 
Latvia, Lithuania, Poland, Slovakia, and Slovenia), or those in central and South America (Chile, Colombia, and 
Mexico).  Those countries were not included in the comparison due to the lack of available data on COVID-19-
related mortality by age group and/or the unreliability of data on deaths.  Data on the UK include Wales but not 
Scotland.
b In each country, the number of deaths per 100,000 residents was calculated for each age group, multiplied by that 
age group's share of total Israeli residents.  For the vast majority of countries (including Israel), the age distribution 
of the population is as of 2019, while for the others it is as of 2018.
c For the vast majority of the countries, the data are as of February 10-18, 2021, and for others they are as of a later 
date (up to February 23, 2021 at the latest) or an earlier date in February.  The data for israel are as of February 18, 
2021.
SOURCE: COVID-19 deaths: Israel–Ministry of Health; Other countries–Ministries of Health, government research 
institutes in the field of health, and statistics bureaus.  (Some of the data are provided on the National Institute for 
Demographic Studies (INED) at https://dc-covid.site.ined.fr/en/data.)  Age distributions: Israel–Central Bureau of 
Statistics; Other countries–United Nations (http://data.un.org/Data.aspx?d=POP&f=tableCode%3A22).
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Figure 2
Number of COVID-19 Infect, Hospitalized, Patients in Serious Condition, and 
Deaths per Weeka

Third lockdown 
(tightened)

First
lockdown

a The week beginning on the date indicated on the horizontal axis.  Includes those who are not Israeli citizens.  The 
number of infected and deaths is the weekly aggregate number, and those who are hospitalized and in serious 
condiiton is the weekly average.
SOURCE: Based on Ministry of Health (https://data.gov.oil/dataset/covid-19.
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Figure 3
Number of Cumulative COVID-19 Tests per 1,000 Persons and Rate of Positive Tests

a Up to January 1, 2021.
b Municipalities and local councils only.  Data up to January 14, 2021.
The analysis is at the statistical area (neighborhood) level. Haredi statistical area–Haredi homogeneity level of 6 or lower based on voting rates 
for the United Torah Judaism and Shas political parties (see Gurovich and Cohen-Kastro (2004)).  Arab statistical area–Most residents are 
Muslim or Christian Arabs or Druze.  Population data as of the end of 2017.
SOURCE: Based on Ministry of Health–Statistical area COVID-19 data groups and age and gender COVID-19 data 
(https://data.gov.il/dataset/covid-19), Gurovich and Cohen-Kastro (2004), and Central Bureau of Statistics.
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Figure 4
Rate of COVID-19 Infected and Hospitalized Patientsa by Population and Age Groups
(percent)
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a Up to January 31, 2021.
b In each population group, the number of infected, hospitalized patients, and deaths is calculated for each age group, divided by the number of 
people in that age group, and then multiplied by the non-Haredi Jewish share of that age group as a share of the total non-Haredi Jewish 
population.
SOURCE: Based on Ministry of Health, Central Bureau of Statistics, and Malach and Kahaner (2020).
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Figure 5
The Effect of Belonging to a Population Group on the Probability of Being Infected 
or Hospitalizeda Compared to the Probability of a Non-Haredi Jewish Israeli, 
Before and After Controlling for Socioeconomic and Demographic Characteristicsb

a Up to January 31, 2021. Israeli citizens aged 15 and over.
b Based on logit estimates of the probability of being infected/hospitalized for COVID-19, as dependent on some/all of the following 
explanatory variables (characteristics): population group, man, age group, number of children in each age group, household density 
(persons per room), spatial density (number of persons per square kilometer in the statistical area of the residence [neighborhood] 
divided into tertiary groups), size of locality (rural, urban [in thousands of residents]: up to 50, 50–100, over 100), residential district, 
married, dummy for years of schooling (not including yeshiva) over 12, and decile of family labor income as an employee or self-
employed (in 2018, the base group is the unemployed). The figures present the odd ratio. All the estimates of population groups are 
significant at a level of 1 percent.
c Number of persons per square kilometer in the statistical area of residence (the neighborhood).
Source: Based on Ministry of Health and Central Bureau of Statistics.
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Figure 6
Average Number of COVID-19 Patients in a Household with at Least One 
Patienta, by Household Size and Population Groupb

a Not including the first infected patient. Identification of the second  patient is up to two weeks after the first patient 
and the same for the following patients relative to those preceding them. A household is included in the calculation 
only at the first infection. An administrative household includes married spouses and children up to the age of 21 
(as long as they are not married). Some of these family members may have not actually lived in the administrative 
household, or additional persons may have lived in the household who are not the above family members. Trimming 
5% of the bottom and top values of the number of infected persons in the household has almost no effect on the 
average number of infections.
b In nonreligious Jewish households, the number of patients rises rapidly when the number of persons (not including 
the first patient) increases beyond 5. These households are not common, and usually have relatively low
socioeconomic characteristics.
Source: Ministry of Health, Central Bureau of Statistics and Bank of Israel processing.
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Haredi

Haredi Haredi

Arab school 
system

State and State-

Religious Haredi
Grade level
1–3 4.0 14.5 3.4

4–6 4.2 18.3 3.9

7–9 5.4 26.6 4.7

10–12 8.2 29.9 5.8

Higher Yeshivot b 28.9

Education stage
Primary 8.6 29.8 13.6

Middle 3.9 11.6

Secondary and lower Yeshivot 5.8 29.3 12.5

SOURCE: Based on Ministry of Health and Central Bureau of Statistics.

Rate of COVID-19-infected students and teachers by grade level and sectora

(percent)

Table 1

a
 Up to January 31, 2021.  Israeli citizens only.  Student data are as of the 2019-20 school year, while 

those of teachers also include the 2020-21 school year.
b
 Including Kollel  academies for married students.

Jewish school system

Students

Teachers
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Figure 7
Infected Students as a Share of Total Infecteda, Weekly Datab, by Sector and 
Grade Level
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9th–12th grades 1st–8th grades Number of infected (right scale)
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Percent Thousand

cschool systemHaredi

Opening 1-2 
and 11-12

Opening the entire 
school system (very
partially)

Start of the school year 
(1-4 all week, 5 and up 

2+ days per week)

Opening the 
school system:

1-4 5-6 7-9
10-12

End of school 
year:

Middle 
and

secondary

Primary

Closure
of the 
school 
system

Closure
of the 

school 
system

a The rate of infected students as a share of infected in the entire sector.
b The week that begins on the date listed on the horizontal axis.  Israeli citizens only.
c For most girls in the Haredi system, the school year normally starts and ends on the same day as in the non-Haredi
system.  The same is true for boys in the Ma'ayan HaChinuch HaTorani and Chinuch Atzmai systems.  Boys in 
exempt institutions were supposed to end their school year on July 29, 2020, had it not been for COVID-19.
SOURCE: Based on Ministry of Health and Central Bureau of Statistics.
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State Haredi
1a 1b 2 3 4 5

Open schools (b) ***1.023

Up to 2 weeks after their closure (c) ***1.073

2–4 weeks after their closure (d) ***1.019 ***1.019 ***1.036 0.998 ***0.952 ***1.019

(b+c)xHaredi ***0.976

(b+c)xArab ***0.980

SOURCE: Based on Ministry of Health and Central Bureau of Statistics.

Arab school 
system

*** Significant at a 1 percent level.

Table 2
The chances of students being infected with COVID-19 by period, compared with their changes in the 
two weeks preceding the opening of the schools

Estimated period
Total

Jewish  school system
Total

***1.036 ***1.052 ***1.018 ***1.008 ***1.048

(probability ratio)
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