




 

 

            

          







  

           










         

            



  



           

        



           

  

              



       



            



             

                











             

         



  

           

       



             

            

   





           

           


              



            



             

               

         

           

               





 



           

            

    

  



               

           



              



             

             



  

             

         

               

             



  

           





  



     

            

             

   



 



           

             

       

         



           

          

             

     









           

     

      



           







ISRAEL ECONOMIC REVIEW4

Table 1 
Child Allowance Paid to Non-Veteran Households for Third and Subsequent 
Children, 1993 and 1997 (constant prices) 

 Monetary value 
USD

Increase in child allowance 
between 1993 and 1997 

1.1.1993 1.8.1997 USD
As share of per-capita 
consumption in 19991

3rd 82 98  16 8% 
4th 82 199  117 32% 
5th 82 167  85 24% 
6th 82 184  102 28% 
7th+ 82 172  90 25% 

1 Increase in child allowances for non-veterans as share of per-capita consumption of the non Jewish population. 

Child allowances constitute a significant proportion of the Arab population’s income 
because child allowances paid in Israel are very generous and because the Arab population 
has a relatively low per-capita income. The low per-capita income in the Arab population 
traces to the low wage earned by men, the low workforce participation rate among women 
(primarily in the Muslim population), and the high number of children per household. Thus, 
according to the 1999 Income Survey, the child allowance for fourth children constitutes 32 
percent of the per-capita (private) consumption of non-Jewish households. For comparison, 
in Germany, which pays a particularly generous child allowance in order to encourage 
births, the child allowance for the fourth child constitutes only 14 percent of per-capita 
consumption, and in France the proportion is 12 percent. (See Appendix Table A.3.) 

b. Data and empirical strategy 

The database is drawn from the Population Registry of the State of Israel and data from the 
National Insurance Institute. The Registry records all citizens in Israel and includes 
information about all births in Israel (until 2001) and information about marriages and 
divorces, place of residence, and ethnic group (Muslim, Druze, etc.). The Population 
Registry data were merged with those from the National Insurance Institute, which offer 
information about the level of child allowances paid in 1995 and data on employees’ labor 
income in 1992–95. This dataset allows us to distinguish between families that were 
eligible for an enlarged child allowance (labeled as 'veterans') and families that were not 
(labeled as 'non-veterans'), although this is true only for families with three or more 
children in 1995. (The child allowance for the first two children was identical in both 
cases.)

The strategy used to estimate the effect of child allowance on birthrates is based on the 
difference-in-differences method. We analyze the change in the fertility of the “treated” 
group (wives of non-veteran husbands) relative to that in the control group (wives of 
veteran husbands) during the “treatment period.” The women in the control group are 
married to veterans and have been eligible for enlarged child allowances since the 1970s. 
The treatment group, made up of 'non-veterans’ wives, has been eligible for enlarged child 
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the Druze in the North), and the fertility rates of veterans’ wives were higher in 1993, 
shortly before the change in policy. Since there are meaningful differences between the 
treatment group and the control group in terms of parents’ age (mothers’ age and spouses' 
age), the effect of the treatment (the policy change) on the treatment group and on the 
control group cannot be examined by simple means of the difference-in-differences 
method. 

Table 3 
Descriptive Statistics: Means by Ethnicity, District, and Army-Veteran / Non-Veteran 
Status (mothers up to age 39 in 1993) 

1 Values in parentheses are standard errors. 
* Women’s schooling is based on a subsample of 20 percent of the population. 

A rough comparison of the fertility trends of the two groups (treatment and control) 
shows that in all four population groups fertility increased more quickly in the treatment 

Druze in 
Haifa District 

Druze in Northern 
District

Bedouin in 
Northern District 

Bedouin in 
Southern District 

Veteran
Non-

veteran Veteran
Non-

veteran Veteran
Non-

veteran Veteran
Non-

veteran 

0.56 
(0.7)

0.84 
(0.8)

1.05 
(1.0)

1.26 
(1.0)

1.33 
(1.2)

1.45 
(1.2)

2.42 
(1.7)

2.70 
(1.6)

1.Number 
of births 
1994–2001 
(Row 3 
minus Row 
2) 

3.8 
(1.2)

3.1 
(1.1)

4.3 
(1.8)

3.6 
(1.8)

4.7 
(2.0)

4.3 
(2.0)

5.8 
(2.7)

4.9 
(2.6)

2. Number 
of births by 
1993

4.3 
(1.2)

3.9 
(1.0)

5.4 
(1.6)

4.9 
(1.7)

6.0 
(1.9)

5.8 
(1.9)

8.2 
(2.7)

7.6 
(2.4)

3. Number 
of births by 
2001

32.6 
(4.0)

30.8 
(3.8)

31.1 
(4.6)

30.8 
(4.6)

30.8 
(4.9)

30.3 
(4.9)

30.3 
(5.4)

28.7 
(5.5)

Mother’s 
age in 1993 

36.9 
(5.0)

35.0 
(4.3)

35.1 
(5.6)

35.6 
(7.1)

35.1 
(6.3)

34.2 
(5.9)

35.0 
(8.3)

32.6 
(8.2)

Spouse’s 
age in 1993 

19.8 
(4.8)

20.3 
(4.4)

19.7 
(3.9)

21.2 
(5.0)

20.1 
(4.1)

20.3 
(4.1)

22.9 
(6.7)

22.0 
(5.8)

Mother’s 
age upon 
marriage  

6,911 
(5,273)

5,565 
(4,054)

6,561 
(4,231)

5,264 
(3,774)

5,290 
(3,590)

4,130 
(2,893)

4,457 
(3,394)

3,846 
(3,283)

Spouse’s 
wage, 1995 
(NIS) 

8.4 
(3.1)

7.5 
(2.4)

8.1 
(3.3)

8.7 
(3.3)

7.2 
(3.6)

7.7 
(3.2)

3.1 
(4.6)

3.3 
(5.4)

Mother’s 
years of 
schooling -  

23181820171846Share of 
working 
mothers (%) 

8801883,799 2539161,921 8276,328 Observations 
(N)
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Table A.5 
Logistic regressions - The probability of a father to be a 'military veteran' according 
to ethnic group, place of residence and age  

 1 2 3 4 
 Bedouins Living 

In South District 
Bedouins Living 
In North District 

Druze Living 
In North District 

Druze Living In 
Haifa District 

Father age in 
1992

0.148-
)0.027(

0.025-
)0.006(

0.169-
)0.057(

0.086-
)0.017(

Father age  
(in1992) square  

0.0015 
)0.0004(

 0.0024 
)0.0007(

Intercept 5.16 
)0.05(

1.56 
)0.21(

0.13 
)1.07(

1.45 
)0.61(

Likelihood Ratio 68.5 
)0.001(

15.6 
)0.001(

11.5 
)0.003(

26.1 
)0.001(

Observations 6,393 2,918 4,177 1,103 

Figure 1 
Fertility rate of Moslem and Druze women in Israel 1960 - 2002

-2

0

2

4

6

8

10

12

Moslem total fertilty rate

Druz total fertilty rate

Total fertilty rate gap

Child Allowances gap


