Foreword

The proportion of families living in poverty rose slightly in 2014 after a considerable drop in
2013. This was against a background of a slowdown in growth, low rates of unemployment
and inflation, and war in the middle of the year. The rise in house prices and rents increased,
while the severity and depth of poverty worsened, partly due to the cuts in child allowances,
which in 2014 for the first time affected family income for the whole year. On the other
hand, this was the third year running of the continuing decrease in families living in ongoing
poverty as a proportion of all poor families, particularly in the case of families with children.
These improvements occurred during an expansion of employment which, according to the
survey data, was fast in 2013 and stabilized in 2014. Other sources of data indicate a more
moderate rise in employment rates, although faster in two groups characterized by relatively
low rates of employment — Arab women and Haredi men. Employment stability this year was
accompanied by a decrease in real wages for the low-paid compared to an increase for other
workers. It appears therefore that over the last 5 years there was a reduction in poverty rates,
in the severity of poverty, and in the proportion of families in long term poverty, with the
leading factor being the growth in employment. Meanwhile developments in real wages for
the low paid did not support this process.

This was also the year when the War on Poverty Committee submitted to the then Minister of
Welfare a report with numerous and detailed recommendations for reducing poverty,
including setting poverty reduction targets. A few of the recommendations have already
been implemented, and others will be implemented starting in 2016. The Government
increased the work grant to some low paid workers, mainly single mothers and families with
children, and began to operate day care centers for working mothers. There are also plans for
an increase in 2016 of the income supplement for the old and restoring child allowances to the
level of two years ago, partly in cash and partly as a mandatory savings grant from 2017
onwards. Even after these steps, the child allowance in Israel is still lower than in OECD
countries, particularly in view of the relatively high rates of child poverty in Israel.

For the first time, this year’s survey of expenditure contained data on the work grant.
However, analysis of the data shows that the survey does not yet tell us anything about trends,
since the administrative data indicate far broader cover than expressed in the survey. It is
possible that some of the gap between actual policy and partial take-up of the tax benefit
derives from low public awareness of the work grant. It is paid in arrears of up to a year by
the authority, while wages are paid monthly by the employer. This payment method was
selected due to a concern that if employers made the payment, they would not transfer the full
amount to the worker.

This year we have shortened the report on the dimensions of poverty and added a statistical
appendix with many tables and diagrams. The appendix is available on the website, so that
the information people were used to obtaining is still accessible.
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Summary of Findings

In 2014 there was a slight increase from 2013 in the incidence of poverty of
families, individuals and children: the proportion of families living in poverty
rose from 18.6% to 18.8%. Among individuals, the rate also rose slightly, from
21.8% to 22.0%, while the rate of children living in poor families rose from 30.8%
to 31.0%.

In 2014, 444,900 families and 1,709,300 individuals, of whom 776,500 children,
were living in poverty.

The standard of living in terms of median disposable monetary income per
standard individual rose in real terms by 2.4% in 2014, and consequently also
the poverty line which is derived from it.

The incidence of poverty measured by economic income, originating in the labor
market and the capital market, also rose from 28.5% in 2013 to 29.1% in 2014.
That year, Government policy and the National Insurance rescued from poverty
(through direct taxes, benefits and transfer payments) 35.5% of poor families.
The rate of children rescued from poverty fell from 12.8% in 2013 to 11.3% in
2014. This decrease is largely attributed to the cut in child allowances, which
was fully expressed in the 2014 survey.

In 2014 the poor became poorer: while indices of the incidence of poverty rose
moderately, measures of the depth and severity of poverty increased significantly.
The depth of poverty index rose by 6% (from 32.8% to 34.6%), while the
severity of poverty index, which gives a higher weighting to poorer population
groups, increased at the rate of about 10% in the population as a whole.

In the 2014 survey, for the first time Jewish families were asked for a subjective
definition of their degree of religious observance, so there was no need for
estimates to locate the Haredi population. The new definition shows that the
dimensions of poverty among the Haredi population are similar to those obtained
with the previous estimates (54.3% among families in 2014), but the scope of the
Haredi population is far larger than previous estimates, at 9.6% of the population
(compared to the 2013 estimate of 6.5%). On the other hand, the share of
Haredi families in total poor families was 17.5% in 2014. Note that the
comparison between the two years using a uniform definition shows that poverty
increased slightly in the Haredi population, although the survey indicates a sharp
rise in their participation in the labor market.

Dimensions of poverty among Arab families rose from 51.7% in 2013 to 52.6%
in 2014. Indices of the depth and severity of poverty in this population rose in
these two years — by about 8% and 7% respectively.

The incidence of poverty among elderly families rose in 2014, from 22.1% to
23.1%. According to the survey, this was due to a drop in the income from work
element in this population.



The cut in child allowances, which began in August 2013 and continued into
2014, found full expression in this survey. The incidence of poverty among
families with children rose slightly — from 23.0% in 2013 to 23.3% in 2014. On
the other hand, in single parent families which are also affected by the cuts, the
incidence of poverty fell from 27.5% in 2013 to 25.1% in 2014.

Incidence of poverty among working families rose at a higher rate, reaching
13.1% (compared to 12.5% in 2013), even though for the first time this survey
reflects the work grants (“negative income tax”) for low paid working families,
and although the survey shows a decrease in poverty indices among families with
two earners.

The GINI index of inequality based on economic income rose moderately by
0.3% from 2013 to 2014. However, inequality measured by disposable income
rose at a fairly high rate of 2%.

Processes that occurred after 2014 and affected poverty indices in 2015 and
thereafter were: increase of the minimum wage by about 8% in April 2015,
bringing it to NIS 4,650 per month (compared to NIS 4,300 in the three previous
years). This increase is expected to reduce poverty indices among the working
population, since over a quarter of them earn up to the minimum wage.

One of the recommendations of the War on Poverty Committee to be implemented
in the 2016 budget concerns the rise in old age pensions for recipients of income
supplement by about NIS 560 for a couple (according to the age of the older
spouse) and NIS 180 for a single person (by age). This increase should help to
reduce the dimensions of poverty in elderly families.

The intention is to gradually restore the full child allowances, whether in cash in
the payments at the end of 2015, the end of 2016 and thereafter, or in savings
grants — both retroactive and for the future — for every child, in 2017 to 20109.

The specific impact of the main steps taken amounts to a decline in the incidence,
depth and severity of poverty.



I. Dimensions of Poverty
1. The Poverty Line and Standard of Living

In 2014 the slowdown in economic growth of recent years continued. Employment
broadened slightly more quickly than in 2013, especially among women?®. GDP rose
by 2.6% after increases of 3.3% in 2013 and 2.9% in 2012. The number of Israeli
workers rose by 3.0% in 2014, after a similar increase in each of the four preceding
years. The expansion in employment in the last two years was accompanied by real
increases in wages — 1.3% in 2014, after a rise of 1.1% the previous year. The
cumulative rise in wages from 2010 to 2014 is approaching 4%. Unemployment fell
in 2014 to 5.9%°, notwithstanding the war (“Protective Edge”) in July and August
2014). Macro-economic conditions were stable in terms of the structural government
deficit and the rate of inflation that was low (0.5% on average in 2014).

As in the previous year, household income rose in 2014, apparently due to increased
employment and wage increases according to the survey of household expenditure,
and the rise in other components of income, such as pensions. The average disposable
income per standard individual* was about NIS 5,900. The net median income by
that definition was about NIS 4,900 and the poverty line for a standard individual,
derived from it, amounted to NIS 2,461 per month. Economic income — from work
and capital, before tax and mandatory insurance payments — rose more moderately
than in 2013, by about 3.0%. Disposable family income, after the deduction of direct
taxes and national insurance and the addition of pensions and other benefits, rose on
average by 3.1%, and median disposable income per standard individual, like the
poverty line, rose by 2.4%.

2 See Bank of Israel report, Table e-40-2.

® The figures are taken from the CBS Manpower Survey and some were calculated based on tables in
Appendix E of the Bank of Israel report. In recent years the Manpower Survey has undergone far
reaching changes, partly due to the move from a quarterly to a monthly survey, enlarging the sample
size particularly in peripheral areas, and by arrangement with the OECD, including soldiers on regular
army service in the count of the labor force.

* On the weighting scale used in Israel, two people in a family equal two standard individuals, and from
the third person onwards, the number of standard individuals is lower than the actual number. The
rationale is that the extra expense is smaller with each additional person for certain costs, for example,
costs of housing, energy etc.



Table 1: Monthly Income per Household by Type of Income (NIS), 2012-2014

Averages
Economic per family 14,516 15,682 16,202 2.8 11.6
Economic per standard individual 5,609 5,941 6,163 3.2 9.9
Gross per family 16,588 17,715 18,331 3.0 10.5
Gross per standard individual 6,519 6,854 7,125 3.5 9.3
Net per family 13,842 14,626 15,151 3.1 9.5
Net per standard individual 5,452 5,691 5,923 3.6 8.6
By median
Median net income per standard 4,513 4,783 4,923 2.4 9.1
individual
Poverty line for standard individual 2,256 2,392 2,461 2.4 9.1

The poverty lines for various size of family are shown in Table 2, showing that an
individual with monthly disposable income of less than NIS 3,077 is deemed poor, as
are a couple whose income is less than NIS 4,923 per month. A family of five whose
monthly income in 2014 was less than N1S 9,230 was deemed poor”.

Table 2: : Poverty Line by Family Size, 2014

No. of people No. of NIS per | Marginal
in family .sta.nfiard month | extra in NIS
individuals

1 1.25 3,077 -
2 2.00 4,923 1,846
3 2.65 6,522 1,600
4 3.20 7,876 1,354
5 3.75 9,230 1,354
6 4.25 10,461 1,231
7 4.75 11,691 1,231
8 5.20 12,799 1,108
9 5.60 13,783 985

Table 3 shows the extent to which full time work by at least one earner earning the
minimum wage, together with the benefits to which all family members are entitled
(universal child allowance) is sufficient for minimal subsistence (that is, it covers the
poverty line). Since 2012 the work grant component has been added to disposable
income and is the subject of a direct question starting with the current expenditure
survey. Therefore it was included in Table 3 this year for the first time. As we know,

> Appendix 13 shows the disposable income of various sizes of family by deciles.



the work grant is not received automatically and must be actively claimed. Its size
depends on the household composition, the age of the earners, and their income from
work. A ratio larger than 100% in this table indicates that income from work plus the
work grant and universal benefits are sufficient to rescue a family of the relevant size
from poverty. The table shows that by 2014° figures, a single mother with two or
more children working full time for the minimum wage would not be rescued from
poverty without increasing her income by at least 25%. Couples with four or more
children, both parents working the equivalent of 1.5 full time jobs at minimum wage
and receiving the work grant, will still be below the poverty line, and their poverty
will be deeper the more children they have. Even if both parents work full time for
minimum wage (or one of the couple works for roughly the average wage and does
not receive the work grant), they can only emerge from poverty if there are less than 4
children at home. The averages in this table show that notwithstanding the
contribution of the work grant to disposable household income, it needs to be
increased in order to effectively reduce poverty, particularly among families with

children.

Table 3: Family income from work and universal benefits as a % of the poverty

line, 2014
Disposable - Disposable | Disposable Tvice
inpcom.e il?;;g:’:?ﬁ:fn inpcom.e f;g;?:;eg’ ) dispv(t’sable
H° . from min. min. monthly from min. monthly income from
ousehold composition monthly . monthly . avg. monthly
wage* for 1 wage ford.s wage* for 2 wage e wage* as %
job as % of Jobs 2519 of jobs as % of jobasiseiofiti ¢ poverty
poverty line povertylling poverty line pﬁ;gfy line**
|
Single person (55+) 146 E E 277 | -
Single (23+)+ child 97 - = 181 | -
Single (23+)+ 2 children 76 - = 142 | -
Single (23+) + 3 children 67 - - 122 | -
Couple (55+) 91 137 182 173 | 349
Couple (23+) with child 71 103 134 133 | 269
Couple (23+) + 2 children 63 87 113 112 | 227
Couple (23+)+ 3 children 55 77 100 97 | 196
Couple (23+) + 4 children 50 69 89 87 | 175
Couple (23+) + 5 children 46 63 81 79 | 157

* Calculated as the minimum wage or average wage for 2014 plus child allowance and work grant, less
mandatory payments. The average minimum gross wage for 2014 was estimated at NIS 4,300 and the
average wage as NIS 9,376 per month.

** At this level of pay there is no eligibility for the work grant, so this is excluded from disposable
income. In addition, the wage-earner’s age is not restricted to 23+ or 55+ as shown in the table.

® As known, there was no rise in the minimum wage in 2014. In 2015 it rose to NIS 4,650 per month.



2. Dimensions of Poverty in 2014 and Development in Recent Years

In 2014 the incidence of poverty rose slightly over 2013 (Table 4). The incidence of
family poverty was 18.8%, against 18.6% in 2013. Incidence of poverty per head rose
from 21.8% in 2013 to 22.0% in 2014, while the rate of children living in poverty rose
from 30.8% to 31.0%.

In 2013 there were 444,900 poor families in Israel (+2.8%) or 1,709,300 individuals
(+3.1%), including 776,500 children (+2.6%).

Table 4: Incidence of Poverty (Percent) and Number of Poor, 2013-2014

Drop in incidence
Before transfer After transfer of poverty after
payments and payments and transfer payments
direct taxes direct taxes and direct taxes
(%)
2014
Families 29.1 18.8 35.5
Individuals 29.1 22.0 24.2
Children 35.0 31.0 11.3
2013
Families 28.5 18.6 34.6
Individuals 28.5 21.8 23.7
Children 35.3 30.8 12.8
Before transfer After transfer Number rescued
from poverty after
payments and payments and
direct taxes direct taxes transfe_r payments
and direct taxes
2014
Families 689,500 444,900 244,600
Individuals 2,255,600 1,709,300 546,300
Children 875,800 776,500 99,300
2013
Families 661,700 432,600 229,100
Individuals 2,173,200 1,658,200 515,000
Children 867,700 756,900 110,800

Figure 1 shows the development of poverty in families, individuals, children and the
old from 1998 to 2014. Family incidence of poverty reached its 2003 level of 19%,
similar to the incidence among children and individuals, which stabilized at 31% and
22% respectively, after significant decrease in 2013. The incidence of poverty in the
aged fell slightly in 2014, but its average level of 18.5% in the last three years is
higher than in the years 2009-2011, when it was 17% on average.’

7 The break between the data for 2011 and 2012 is due to the structural change in the survey on which
the data are based: until 2011 poverty data were based on income surveys (a combination of the family



Figure 1*Incidence of poverty in families, individuals, children and the old,
1998-2014
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Compared to indices of the incidence of poverty that rose moderately, indices of the
depth and severity of poverty increased at high rights in 2014. Figure 2 shows the
incidence of poverty in individuals, the depth of poverty (income gap ratio) and the

FGT index of severity of poverty in 1998-2014. It appears that the depth of poverty

measured by the distance of family incomes from the poverty line increased by 6% to

34.6% in 2014. Also the FGT poverty severity index, which gives more weight to

the poorer, rose steeply by 10% between the two years. Nevertheless, the values of
these poverty indices are similar (in absolute figures) to those that prevailed in the
years 2004-2008, following the introduction of the 2003 economic plan, and lower
than their values in 2009, when the economy was going through a recession, which

was followed by a downward trend in these indices to their 2014 levels.

expenditure survey and observations from the manpower survey); since 2012 they are based on data
from the household expenditure survey only. For more on the changes in the survey definitions, see the
Poverty and Social Gaps Report for 2012.



Figure 2: Indices of the depth and severity of poverty in the general population,
1998-2014 (1998=100.0)
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3. The effect of mandatory payments, benefits and work grant on the
dimensions of poverty

Economic income derived from the labor market and the capital market expresses a
family’s economic independence. Table 5 shows that in 2014 the incidence of
poverty by economic income (before direct government intervention by means of
taxation and allowances®) amounted to 29.1% of families and individuals, and 35.0%
in children.  In other words, without government intervention through transfer
payments and direct taxes, the incidence of poverty would be higher. The increase in
rates of poverty among working families, where it is measured by economic income,
is due to the growing rate of families with one earner and a decline in families with
two earners, according to the survey (see also below).

The figures show that the contribution of policy measures to reducing poverty
increased by 2.5% in 2014. Benefits and direct taxes rescued 35.5% of families from
poverty compared to 34.6% in 2013. The proportion of individuals rescued from
poverty also increased, from 23.7% to 24.2% in the same period (Table 5). On the

¢ Showing the incidence of economic poverty alongside the incidence after intervention requires
caution, since according to this view the effect of policy is biased upwards: it is reasonable to assume
that without a system of financial support, individuals would have to make more effort to obtain an
economic income and therefore the incidence of economic poverty would be lower than it actually is.
However, in the absence of a welfare system, this level would be similar to the incidence “after
intervention”, since in countries that have very limited or no welfare system, dimensions of poverty are
ultimately high. This is seen clearly in the comparison of economic poverty in different countries. In
countries with clearly neo-liberal policy, poverty before intervention tends to be low and poverty after
intervention tends to be high relative to other countries. Examples are the USA and also, to a lesser
extent, Israel.



other hand, the proportion of children rescued from poverty fell by about 11% from
2013 to 2014, due to the cut of over 20% in child allowances starting in August 2013,
which first affected a whole year in 2014. The explanation for the increase in the
contribution of benefits and direct taxes to rescuing families from poverty lies in the
increases in various payments such as unemployment benefit, disability allowance
and old age pensions.’

Although the income tax system is progressive, the contribution of direct mandatory
payments to reducing poverty is negative, since National Insurance and National
Health contributions are paid by everyone, including those with low income. The
effect of direct mandatory payments is to increase the incidence of family, individual
and child poverty, and also the severity of poverty by similar rates (Figure 2a). The
main impact on reducing the dimensions of poverty comes from the National
Insurance payments. Other benefits do not have significant impact, and the smallest
impact is that of support from other households. National Insurance benefits reduce
the severity of poverty sharply — by about 62%.

Figure 2a: Effect of Policy Measures on Selected Dimensions of Poverty, 2014
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® The source of this improvement is not the rise in any of the benefits but may be due to demographic
changes or problems with the statistical significance of some results (see the table in Appendix 14).
This was also the first year when the survey included a question about the work grant, and therefore it
was also possible to include this as a negative tax payment. Therefore it was supposed to strongly limit
the negative impact of taxation (see Figure 2a and Table 5), but as described later, the actual payment
was large bigger than described in the survey. Due to the low reliability of the reporting, we have at
this stage refrained from including work grant data as a policy influence in the various tables.



The current survey for the first time collected data on the work grant (‘“negative
income tax”) paid to families of low earners. Appendix 20 shows the data by various
population groups. The current analysis indicates that these data are still partial and
very incomplete. For example, according to the survey only 37,000 families received
the grant in 2014, while the Tax Authority data show it was received by 247,000
workers!'® Also the size of the average grant shown in the survey, about NIS 800
monthly per recipient, does not represent its actual size, which according to the Tax
Authorities amounted to some NIS 3,600 per recipient (annual payment)**. So there
is an under-reporting of the number of recipients, and over-reporting of the amount,
and therefore the expression of the work grant and its impact on poverty in the survey
cannot be used to assess the social situation of grant recipients in 2014. We hope that
the data on the work grant will be optimized over time and show its contribution to
reducing poverty and inequality.

The weight of NI benefits, which form the bulk of transfer payments - 70% of the
total contribution to reducing family poverty, and support from other government
institutions and from other households (including some child maintenance payments)
each account for another 15% of the total contribution of transfer payments. The total
share of the government in reducing poverty in families (including the National
Insurance) is thus about 85% of the total contribution of transfer payments*2.

Figure 3 shows the development of these three types of financial supports from 2002
to 2014. While the weight of NI allowances gradually fell from 80% in 2002 to 70%
in 2014, the weight of payments from other government institutions and private
households increased 1.5 and 1.7 times (respectively) compared to 2002.

1% Thanks to Natalia Mironichev, senior researcher in the Tax Authority, for her cooperation.

11t is possible that the low figures in the household expenditure survey express a more fundamental
problem with the work grant structure: the gap between the annual payment and the corresponding
work effort may be several months, so the recipients do not perceive it as payment for work and its
incentive effect is reduced.

12 There are other transfers from the government to families, such as benefits in kind, that are not taken
into account here. One of the most important is nursing allowance. Support for businesses in the
framework of the Capital Investment Encouragement Law and others, which helps to raise profits and
thus raises the income of some households, is not included here, even though the main beneficiaries are
in the top decile or even in the top few centiles. The Finance Ministry does not publish information on
the distribution of such benefits by deciles or centiles although such information is essential for shaping
social policy. A report from the State Incomes Director in the Finance Ministry states that the budget
for the Capital Investment Encouragement Law amounted to about NIS 7.2bn in 2014! Another
influence not taken into account despite its importance is the effect of exemption from income tax of
income from capital, particularly in provident funds and training funds. Here too no information is
published about its distributive effect, although this is the largest tax benefit — about NIS 13bn in 2014
and its main beneficiaries are the richest population groups. The lowest deciles, particularly those
below the median, are already mostly unable to benefit from this exemption. The Arrangements Law
of 2016 does reduce the benefit largely for the upper middle layer, while retaining the advantage for the
richest layer. This is because the share of the benefit deriving from the reduced tax rate on capital
income was not changed, and this benefit is mainly enjoyed by those with extensive income from
capital, i.e. the top deciles. Another government decision was disproportionately affected by this
situation. The decision was to accept the recommendations of the Yitzhaki Committee Il Report -
although it had not completed its work — stating that the poverty index should only include the part of
benefits that did not derive from capital benefits.
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Table 5 : Incidence of poverty according to various definitions of income, and the contribution of direct taxation and various types
of transfer payments to reducing poverty, 2013 and 2014

Incidence of poverty Impact of policy tools
Before
After After After Transfer
transfer After After Income tax Benefits . Transfers
After NI government transfers  transfer payments National Governme
payments mandatory transfer and and other between
payments payments from other payments Insurance nt transfer
and payments payments . mandatory . transfer household
only (mon NI) households and direct | , direct allowances payments
mandatory only only insurance payments
only only taxes taxes
payments
2014
Family poverty 29.1% 31.6% 16.9% 20.6% 27.1% 27.3% 18.8% 8.1 35,5 -41.8 )2 -6.9 -6.2
Individual poverty 29.1% 31.8% 19.9% 22.5% 27.5% 27.6% 22.0% 8.7 -24.2 =217 =225 =35.% =3,
Child poverty 35.0% 38.3% 28.1% 30.7% 33.8% 33.4% 31.0% 8.7 -11.3 -19.6 =272 =35 -4.6
Income gap ratio 56.3% 56.5% 33.6% 37.9% 52.4% 53.7% 34.6% 0.3 -38.5 -40.3 =227 -6.9 -4.7
FGT severity index 0.1249 0.1396 0.0326 0.0476 0.1041 0.1090 0.0378 10.5 -69.7 -73.9 -61.9 -16.7 -12.7
2013
Family poverty 28.5% 31.0% 16.6% 20.3% 26.9% 26.8% 18.6% 8.1 -34.6 -41.9 -28.8 -5.7 -5.9
Individual poverty 28.5% 31.4% 19.1% 21.6% 27.5% 27.3% 21.8% 9.1 =287 =28 -24.3 =87/ -4.2
Child poverty 35.3% 38.5% 27.6% 29.9% 34.7% 34.2% 30.8% 8.2 -12.8 -21.9 -15.4 “Aef3) =3,3)
Income gap ratio 55.9% 55.8% 32.8% 37.2% 52.1% 53.7% 32.8% -0.3 -41.9 -41.3 =255 -6.8 =55
FGT severity index 0.1217 0.1358 0.0298 0.0441 0.1035 0.1085 0.0345 10.3 =71/ =755 -63.8 -15.0 -10.9




Figure 3: Effect of benefits on reducing the incidence of poverty - by source of
payment, 2002-2014
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4. Dimensions of poverty by population groups and geographical areas

In the 2014 survey, for the first time interviewees from Jewish families were asked for a
subjective definition of their degree of religious observance, and the variable “Self-
defined Haredi” was added to the characteristics of the household head. This variable
will replace the indirect definitions of the Haredi population from previous years.
According to this definition, belonging to a particular stream of Judaism is determined
directly by how the subjects identify themselves, eliminating the need to guess this
identity based on other variables that may not always be reliable for this purpose®.

The comparison between this definition and the definition based on last school attended,
used in surveys until now, shows that poverty rates among Haredi households are
similar under both definitions, but the rate of Haredi families according to the previous
definitions that were in fact estimates was found to be considerable biased downwards
compared to the rate obtained from the subjective definition — around 6% of the
population, compared to around 4% according to the estimate based on last school.
Likewise, the number of Haredi individuals “increased” from 6.5% in 2013 under the
previous estimate, to 9.6% of the total population as self identified. In other words
Haredim account for about a tenth of the Israeli population.

3 For example, the definition used by most researchers in this survey until now was to determine Haredi
identity according to the last school attended by anyone in the household. If it was a yeshiva, the family
was defined as Haredi. This ignored Haredi families whose last educational institution was not a yeshiva
(such as an academic institution), or who entered the Haredi population at a later stage, after finishing
school, etc. This definition also ignores many Hassidim who go out to work without studying at a
yeshiva. The Gottlieb & Kushnir method, that used an econometric process to translate subjective
information from the social survey to the income survey (from 2003 to 2011) enabled poverty estimates
that included, inter alia, the Haredi-Hassidic population.
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In 2014, the incidence of poverty among Haredim rose slightly using the “last school”
method from 52.1% to about 52.4%, although the survey data indicate an impressive
growth in the population joining the job market from this sector. Note that according to
the new subjective definition, the incidence of poverty was slightly higher, at 54%.
However there was a slight improvement in the income gap ratio, which fell from
35.0% to 34.3% in 2014 (compared to the slightly lower 33.9% according to the
subjective definition), while the severity of poverty remained at its 2013 level
(compared to a high increase in the total population). The proportion of poor Haredi
families among all poor families was about 17.5% in 2014.

The incidence of poverty among Arabs rose by 1% to 52.6% in 2014, but the incidence
among individuals and children fell by about 4%'*. The indices of depth and severity of
poverty rose considerably between these two years — by 8% and 7% respectively.

The incidence of poverty among working families also increased, from 12.5% in 2013
to 13.1% in 2014, after a drop in 2013. The survey data indicate a drop in employment
rates and also an increase in the rate of families with one earner — from 29.5% in 2013
to 30.2% in 2014, with a parallel reduction in the supplementary working population, of
families with two earners. This may represent a “correction” of the 2013 survey figures,
which showed a steep rise in the rate of one-earner families compared to previous years.
Another explanation is as given above (see Figure 4).

Due to CBS sampling difficulties in the expenditure surveys of the Bedouin population,
this group has been missing from the surveys since 2012, and therefore we have no up
to date information about poverty among them. Administrative data show that the
incidence of poverty among Bedouin families is twice as high as the general
incidence™. This rate has been fairly stable over recent years, and consistent with the
official poverty data regarding the Bedouin until 2011. This stability also reflects the
growing participation of Bedouin women in the workforce.

In working families with one earner, the incidence of poverty rose from 24.1% in 2013
to 25.4% in 2014. However, among families with two earners it remained at the 2014
level — 5.6%. Figure 4 shows the incidence of poverty among families with two or
more earners, among Arabs, Haredi and non-Haredi Jews. While the figures for non-
Haredi Jewish families are fairly stable, there are large fluctuations, deriving inter alia
from the difficulty of distinguishing between Haredi and non-Haredi Jews (until 2013)
and the size of the samples corresponding to the two smallest population groups — Arabs
and Haredim: the incidence of Haredi poverty increased from 2003 to its highest level
(20%) in 2005. In 2008 there was a further increase, and in 2014 it reached the record

¥ The decrease can be attributed to demographic changes linked to sampling for the survey. According
to both surveys, the average number of individuals in Arab families fell from 5 in 2013 to 4.6 in 2014.
> Research conducted by Miri Endewald and Oren Heller for the Research & Planning Administration,
not yet published, estimates the dimensions of poverty and inequality using administrative data.
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height of 30%. Among Arabs, the incidence of poverty in families with two earners
stayed around 10% until 2009, when it began to rise to about 25% in 2013. In 2014 it
fell considerably to about 17%.

The contribution of benefits and other transfer payments and direct taxes in this
population group is the highest, rescuing about 52% of households from poverty. The
situation of poor old people worsened slightly: the depth of poverty increased by about
2%, although the severity of poverty remained the same as in 2013.

The incidence of poverty among families with children, who account for over half of
poor families, rose slightly from 23.0% in 2013 to 23.3% in 2014, apparently due to the
reduction in child allowances, which began in August 2013 with effects that continued
through 2014. Most of the increase was in small families (1-3 children). The
incidence of poverty did rise among both small and large families, but while the
proportion of smaller families in the population as a whole and in the poor population in
particular increased, the share of larger families (4 or more children) decreased in both
the general population and the poor population. The depth of poverty of families with
children rose by 6% and the severity of poverty rose even more — by about 9%, while in
families with 4 or more children the severity increased by 14% from 2013 to 2014.

Figure 4 Incidence of Poverty in Families with 2 Earners - by Population Group,

1998-2014
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The incidence of poverty among single parent families fell in the last two years from
29% in 2012 to 25.1% in 2014. This drop according to the survey derives from policy
measures'®, since the incidence of poverty by economic income — deriving mainly from

18 The survey data indicate the drop in child benefits on one hand, but also, in a way that does not
entirely match the administrative data, a sharp drop in income supplement. Perhaps this is partly due to
the improvement in the work grant for single mothers, or perhaps to greater uptake of rights among them.
This change began in 2012, and payment arrived in 2013, but did not find suitable expression in the
survey of expenditure.
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the labor market — rose during that period. Incidence of poverty among children in
single parent families also fell considerably (by about 15%) as well as the depth and
severity of poverty, which fell by 7% and 30% respectively from 2013 to 2014. Perhaps
the improvement in the size of the work grant for single parents, and perhaps also the
rise in uptake of rights, led to an increase in employment and income from work, which
perhaps did not find full expression under the item “Economic income” as the income
from the work grant was not satisfactorily identified in the survey.

Incidence of poverty among women remained almost unchanged — 18.3%, in spite of
the rise in incidence according to economic income. By contrast, incidence of poverty
among men rose from 16.5% to 17.1%, so that the gap between the genders narrowed
slightly in 2014 to just over one percentage point. The incidence among immigrants fell
from 18.5% in 2013 to 18.0% in 2014, continuing a long term downward trend except
for a rise in 2013. The contribution of transfer payments to rescuing recipients from
poverty is very high in this group (which partly overlaps with the aged population), and
it continued to rise by 2.5% in the two years being compared, reaching 49% in 2014. At
the same time, an increase of about 5% was recorded in the incidence of poverty among
individuals and children.

Table 6: Incidence of Poverty Among Adults* by Gender (%) 1999-2014

Men Women
Before After . Before After .

Year transfer transfer Re_su_ltlr?g decrease transfer transfer Re_su_lthg decrease
SRR RS in incidence of SETEE  pETETE in incidence of
and taxes and taxes (%) poverty and taxes and taxes (%) poverty

1999 25.6 15.2 40.5 30.9 17.1 44.8

2002 27.0 16.2 40.0 31.5 16.9 46.3

2003 27.7 174 37.1 32.8 18.8 42.6

2004 27.6 18.0 347 32.2 19.7 38.8

2005 28.2 18.7 33.6 32.0 20.2 36.9

2006 26.8 18.2 32.2 32.1 19.6 38.9

2007 26.8 18.1 32.6 30.8 19.2 37.6

2008 26.3 17.6 331 31.4 19.5 38.0

2009 27.9 18.8 327 31.8 20.0 36.9

2010 26.7 18.2 31.8 31.3 19.9 36.4

2011 27.3 18.8 31.3 32.0 20.3 36.4

2012 25.2 17.3 314 30.2 19.7 347

2013 23.0 16.5 28.3 27.5 18.4 331

2014 24.3 17.1 29.6 28.1 18.3 34.7

* Men and women aged 18 and over.

In 2014 the incidence of poverty in non-working families of working age fell by 7%,
from 73% to 68%, after an increase according to economic income. The situation of the
poor non-working families of working age improved slightly: the depth of poverty
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remained almost unchanged compared to 2013, while the severity of poverty fell
slightly. This is not statistically significant (see Appendix 14) and is probably due to
the small number of observations of this group.
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Table 7: Incidence of Poverty in Families by Population Groups (%), 2013-2014

Decrease in
Before transfer IS @)
After transfer poverty after
payments and
taxes payments and taxes transfer
payments and
taxes
2013 2014 2013 2014 2013 2014
Total Population 28.5 29.1 18.6 18.8 34.6 35.5
Where the head of the household is:
Jewish 24.4 24.7 13.7 13.6 44.0 45.2
Haredi (last school approach)* 63.6 66.7 52.1 52.4 18.1 21.4
Haredi (subjective definition)** 65.8 54.3 175
Immigrant 34.4 35.1 18.5 18.0 46.3 48.8
Arab 55.8 57.2 51.7 52.6 7.4 8.0
Families with children - total 27.2 28.0 23.0 23.3 15.5 16.7
1-3 children 214 22.8 17.4 17.9 18.9 215
4 or more children 57.3 56.2 52.3 52.7 8.8 6.2
5 or more children 65.4 62.7 60.0 60.7 8.2 3.2
Single parent families 41.5 41.9 27.5 25.1 33.7 40.0
Employment status of household head:
Working 17.7 18.7 12.5 13.1 29.3 29.6
Salaried 17.7 19.0 12.3 12.8 30.6 32.7
Self employed 16.7 16.4 13.2 15.2 21.2 7.5
Working age not working 91.2 92.0 72.9 68.0 20.0 26.1
One earner 35.6 36.5 24.1 25.4 32.4 30.3
Two or more earners 7.2 1.7 5.7 5.6 20.3 27.5
Age of working age household head
Up to 30 29.8 31.6 21.7 21.9 27.3 30.8
Aged 31-45
From 46 to pension age 17.5 17.2 12.6 11.8 28.3 31.4
Age group of retired household head
Old*** 48.0 48.7 22.1 23.1 53.9 525
Pension age by law**** 51.4 51.4 235 24.1 54.3 53.1
Education of household head
Up to 8 years of school 68.7 68.6 46.1 46.8 33.0 31.8
9-12 years of school 30.7 32.1 21.0 21.2 31.4 34.1
13 or more years of school 20.9 21.2 12.8 13.0 38.7 38.7

* By last type of school attended by interviewee
** By the interviewee’s subjective definition: secular, traditional, religious, Haredi, mixed
*** According to the definition used until now — women from age 60 and men from age 65.

**** Definition adjusted to the retirement age under the Retirement Age Law, therefore this population is not fixed
until the process of raising the retirement age is complete.
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Table 7a: Incidence of poverty in families, individuals and children by population

groups (%), 2013-2014

2014 2013
=lards V) MNOWN -la ks MY MNOWN
31.0 22.0 18.8 30.8 21.8 18.6 19919980 bYo
$51%20 PYN YNRI HY NDIVIN MNP
21.6 14.9 13.6 20.0 14.1 13.7 (n25 aTak
67.3 59.0 52.4 66.8 57.8 52.1 *(PINKD D772 DY) 29Y) OXTIN
66.1 59.7 54.3 **(1N>2VLPIID NITHN 29Y) D>TIN
23.5 17.3 18.0 22.4 16.6 18.5 (nALY
63.5 54.0 52.6 66.4 55.7 51.7 D2y
31.0 26.9 23.3 30.8 26.7 23.0 9190 70 - ©*19> Oy MNaYN
19.4 18.4 17.9 19.0 18.0 17.4 D>719> 1-3
55.8 54.9 52.7 54.5 53.8 52.3 ANV DT 4
64.2 63.1 60.7 61.6 60.8 60.0 INPY DY 5
29.9 26.0 25.1 35.4 30.4 27.5 NPNN TH MNIWN
$51°20 PYN YR HY NP0V a8n
26.7 18.1 13.1 26.4 17.4 12.5 T2y
26.2 17.8 12.8 26.3 17.2 12.3 oV
29.1 19.8 15.2 26.9 18.2 13.2 INNNY
89.7 78.9 68.0 88.3 81.5 72.9 NTIAY 9232 T2 KO
59.0 41.8 25.4 59.4 39.7 24.1 TNN 0190
10.5 7.6 5.6 12.1 8.4 5.7 NI DXDINON NV
$ 1Y D23 N2 PWN YN DY 9 mNap
39.7 25.5 21.9 40.7 25.0 21.7 30 Ty
31.6 25.7 19.5 30.9 25.1 19.4 45 -31>N9)2
22.0 13.3 11.8 23.3 14.3 12.6 MOIAN D TY 46 INRDM)A
$NYWI9 H9A N%3 PYWN UNI HY 1 map
21.4 23.1 21.0 22.1 =EDIVIYP
22.6 24.1 22.8 23.5 #EEDIN 29D DI DA
: 51920 PYN YNRI HY NHOIVWN MWap
77.1 52.7 46.8 74.3 52.4 46.1 TINY NNV 8 TY
39.1 25.6 21.2 37.6 24.9 21.0 TIND NNV 12-5 9 da
22.5 15.8 13.0 22.3 15.5 12.8

TIDOY NNIVW NDYNI 13

* By last type of school attended by interviewee

** By the interviewee’s subjective definition: secular, traditional, religious, Haredi, mixed
*** According to the definition used until now — women from age 60 and men from age 65.

**** Definition adjusted to the retirement age under the Retirement Age Law, therefore this population is not fixed
until the process of raising the retirement age is complete.
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Table 8: Proportion of various family types in the general population and the poor
population by demographic and employment characteristics, 2013-2014

Poor population
Total Beforg After transfer
population transfer payments and
AL and direct taxes
direct taxes
2013 2014 2013 2014 2013 2014
Where the head of the household is:
Jewish 86.9 86.7 74.4 73.8 63.7 62.6
Haredi (classic approach)* 4.1 3.8 9.1 8.8 11.4 10.7
Haredi (subjective definition)** 6.0 13.7 100.0 17.5
Immigrant 19.8 19.8 24.0 23.9 19.7 19.0
Arab 13.1 13.3 25.6 26.2 36.3 37.4
Families with children - total 44.7 449 42.7 43.2 55.1 55.8
1-3 children 37.4 37.9 28.1 29.7 34.9 36.1
4 or more children 7.2 7.0 14.5 13.5 20.2 19.6
5 or more children 3.2 3.0 7.5 6.5 10.5 9.7
Single parent families 5.7 5.3 8.2 7.7 8.4 7.1
Employment status of household
head:
Working 79.5 795 49.4 51.0 53.5 55.7
Salaried 68.3 68.3 42.3 44.7 45.0 46.6
Self employed 109 112 6.4 6.3 7.7 9.1
Working age not working 5.6 5.4 18.0 17.2 22.0 19.7
One earner 29.5 30.2 36.8 37.9 38.0 41.0
Two or more earners 50.0 49.2 12.7 13.1 15.4 14.7
Age of working age household head
Up to 30 17.9 18.7 18.7 20.3 20.8 21.8
Aged 31-45 34.5 34.9 29.49 29.6 35.9 36.4
From 46 to pension age 28.7 27.1 17.7 16.1 19.3 17.1
Age group of retired household head
Old*** 21.5 21.1 36.2 35.4 25.5 26.1
Pension age by law**** 19.0 192 34.2 34.0 23.9 24.7
Education of household head
Up to 8 years of school 8.2 7.8 19.7 18.4 20.2 19.5
9-12 years of school 38.0 37.9 40.9 42.0 42.9 42.9
13 or more years of school 53.9 542 39.5 39.6 37.0 37.7

* By last type of school attended by interviewee
** By the interviewee’s subjective definition: secular, traditional, religious, Haredi, mixed
*** According to the definition used until now — women from age 60 and men from age 65.

**** Definition adjusted to the retirement age under the Retirement Age Law, therefore this population is not fixed
until the process of raising the retirement age is complete.
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Table 9: Estimate of depth and severity of poverty by population groups and

selected indices

Income gap | FGTindex | SEN index
2013 2014 | 2013 2014 | 2013 2014

Total population 32.8 34.603 | 0.03¢ 0.0378 | 0.099 0.105
Where the head of the household is:

Jewish 302 315 | 0020  0.022 | 0.060 0.066

Haredi (classic approach)* 350 343 | 0096 0097 | 0271 0275

Haredi (subjective definition)** 33.9 0.096 0.275

Immigrant 271 259 | 0.020  0.020 | 0.064 0.065

Arab 356 384 | 0.100 0.106 | 0.270  0.276
Families with children - total 337 355 | 0044 0048 | 0124 0.130
1-3 children 308 325 | 0027  0.029 | 0.079  0.083
4 or more children 367 389 | 0097 0110 | 0.263 0.283
5 or more children 367 382 | 0109 0125 | 0297 0.323
Single parent families 37.8 352 | 0064  0.046 | 0160 0.125
Employment status of household
head:
Working 288 317 | 0021 0026 | 0.139 0.079
Salaried 286 311 | 0020  0.025 0.076
Self employed 29.9 354 | 0.027 0035 | 0.076 0.095
Working age not working 513 511 | 0263 0255 | 0.073 0.516
One earner 326 350 | 0.057  0.070 | 0.089  0.196
Two or more earners 214 239 | 0.007 0.007 | 0.530 0.026
Age of working age household head
Upto 30 334 357 | 0.042  0.046 | 0.117 0.124
Aged 31-45 344 351 | 0042  0.044 | 0118 0.123
From 46 to pension age 325 374 | 0.023  0.028 | 0.065 0.069
Age group of retired household head
Old+ 252 256 | 0.020  0.020 | 0.073 0.075
Pension age by law++* 242 252 | 0.020  0.020 | 0.076 0.077
Education of household head
Up to 8 years of school 343 368 | 0.082  0.09 | 0.238  0.256
9-12 years of school 334 349 | 004l  0.045 | 0.116 0.123
13 or more years of school 314 334 | 0023 0026 | 0.069 0.073

* By last type of school attended by interviewee

kK

By the interviewee’s subjective definition: secular, traditional, religious, Haredi, mixed

*** According to the definition used until now — women from age 60 and men from age 65.

**** Definition adjusted to the retirement age under the Retirement Age Law, therefore this population is not fixed
until the process of raising the retirement age is complete.

Table 10 shows the dimensions of poverty by regions and nationality.

In the current

report we have added selected towns, and unlike previous reports which did not show
the dimensions of poverty among Arabs in various regions due to lack of observations,
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in this report they have been calculated based on the observations of this year and last
year. Nevertheless, there are still very few observations of Arabs (particularly the
Bedouin in the south), which explains the fluctuations in the data.

In the Jerusalem region, and particularly in the city of Jerusalem, there were increases in
all poverty indices from 2013 to 2014. Incidence of poverty among individuals rose
from 43.6% to 46.1% in the region, and from 45.6% to 48.6% in the city. The large
families help to explain the high level of child poverty (60.6%), but only a small part of
the increase in the dimensions of poverty, and the main increase in Jerusalem is due to
greater incidence of poverty among East Jerusalem Arabs, from 75.4% in 2013 to
79.5% in 2014. Arab depth of poverty rose from 40.8% to 43.5% while among Jews it
fell slightly. However, incidence of poverty among Jews increased slightly.

There were also increases in poverty in the center and the south of the country.
Incidence of poverty among individuals and children in the center region rose from
11.4% to 12.7% and from 15.9% to 17.8% respectively from 2013 to 2014. In Rishon
Lezion, for individuals the incidence rose from 5.6% to 8.8%, although there was also a
drop of about 15% in the depth of poverty. In the south, individual incidence of poverty
rose from 15.6% to 17.6%, and in the city of Ashdod it rose from19.6% to 23.3%, while
among children it rose from 31.6% to 38.6%. However, although the depth of poverty
in the south increased by about 7%, in Ashdod the situation of poor families improved
and their average distance below the poverty line fell by 14%.

In the northern region, and particularly in the Haifa city and region, all dimensions of
poverty declined. Incidence among children in the Haifa region fell from 29% to 25%,
and the incidence among families in the city fell from 22% to 16%. At the same time,
the depth of poverty in the Haifa region rose by about 8%, although in the northern
region as a whole it fell. These decreases in the north are mainly due to the decrease in
the dimensions of poverty among Arabs, although also among Jews. For example, the
incidence of poverty among Arab children in the Haifa region fell from 51.5% to
40.5%, while among Jews it remained at the 2013 level, and in the northern region as a
whole, incidence among Arab children fell by about 6% but among Jews it rose by 3%.

The central and Tel Aviv regions, and particularly the city of Tel Aviv, have the lowest
dimensions of poverty in both years. The incidence of family poverty in the Tel Aviv
region fell slightly and in the central region it rose slightly, reaching 9.9% and 8.9%
respectively in 2014. The incidence of child poverty in the Tel Aviv region fell from
20.3% to 18.3% and in the city of Tel Aviv from 11.1% to 7.1%. The depth and
severity of poverty rose between 2013 to 2014 from 26.4% to 33.5% in the Tel Aviv
region and from 28.8% to 33.6% in the city of Tel Aviv in those two years.

Figure 4a illustrates how the peripheral areas have led the central areas in the incidence
of poverty for many years.
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Table 10: Incidenc