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1. INTRODUCTION

In recent years considerable evidence has accumulated on the

extent of poverty within large sections of the population, prompting

(1]

poverty strategies. One is to alter those conditions which prevent

the search for a solution. One can point to two alternative anti-
the family from achieving a minimum and reasonable standard of living,
such as low wages, limited labor force participation and a large number
of children. These conditions have traditionally been related to per-
sonal characteristics of the poor such as a low educational level,
limited professional skill, old age or disability, as well as a range
of psychological and cultural factors. More recently several authors
have argued that the problem lies more with the structure of labor mar-

(2]

ket opportunities. The broad range of possible causal factors has
generated diverse forms of intervention, such as educational efforts of
various types, attempts to improve labor market opportunities and direct

treatment of personal or psychological difficulties.

A second strategy is to redistribute resources to those families
which fail to achieve the minimum standard of living. There are a number
of ways in which this may be achieved. Public provision and subsidy of
soclal services or of key consumption items, public housing programs and
direct cash transfers which are the primary means of guaranteeing & mini-
mum income and of transfering resources to the poor. Programs of
direct and indirect taxation, to the extent that they are progressive,

also improve the relative position of the poor.

It should be noted that there is some overlap between the two
gtrategies. Programs that redistribute resources may also affect the

behavior of the poor and induce a ﬁhange in the adequacy of their earned



income. The traditional view is that the transfer of resources to the

poor diminishes their efforts to help themselves and in particular

their willingness to work. This view has been criticized on the grounds
that the problem has been more with the policies than with the poor,
Transfer programs have been structured in a way that eliminated work incen-
tives., 1f ﬁroperly designed, it is argued, the guarantee of a minimum
standard of living can affect the behavior of the poor, so as to encourage

[3)

rather than discourage efforts of self-improvement.

The basic dilemma facing social policy in Israel and elsewhere 1is
how to allocate available resources between the two strategiles and among

[4]

the various ways in which they may be implemented. Policy makers in

Israel have been at a disadvantage because 0of the lack of basic information
on the characteristics of the low income pnpulatinﬁ and the changes that
have taken place over time, or even rudimentary evaluations of the effec-

[5)

tiveness of most policies.

In this paper we present a description of the characteristics of
the low income population. We distinguish between income before and after
transfers. This enables us to evaluate the extent of poverty and inequality
facing social policy and the redistributive system and the effectiveness of
transfers in reducing poverty and inequality. We report on the number of
households who benefited from public income support programs and suggest
how many households not poor, were kept off the poverty roster by theilr
National Insurance benefits, public assistance or other program payments.
We also indicate how many recipients who were poor before the payments
were still poor even after they got them, We shall also refer to the

[6]

impact of direct taxes.

We are limited by the fact that the most reliable and complete
gource of information with respect to the socio-economic distribution
of the population is the Family Expenditure Survey of 1969, and that the
only comparable source of data for earlier periods is the Savings Survey

of 1963/64, [7] Thus we are unable to provide up~to-date information

on the characteristics of the poor or a sufficiently long-range view of



changes in this population. The surveys do not include the non-urban

population and thus we provide no estimates of the extent of poverty

in this group. The evaluation of the effectiveness of direct transfers

has similar limitations. Our analysis is based primarily on the 1969

Family Expenditure Survey and therefore does not reflect the reforms in

transfers which have since been introduced. 9] The analysis presented

here may, however, provide insight into the limitations of the 1969 trans-

fer system and the rationale of the subsequent reforms. The analysis of

in a subsequent article by data from
information on the

these surveys will be supplemented

the 1969-1973 annual Income Surveys which provide

At least for this subgroup we shall be able

wage-earning population.
{10]

to identify changes over the period 1963 to 1973.

We begin by summarizing our main findings.

Poverty in 1969, (Sections 2-8, 10

~ There were 110,000 families with a pre-transfer income below
the poverty line. Another 43,700 families had an income between
the poverty and near-poverty lines, so that in summary 25 per cent
of all families had incomes below the near-poverty line. Among

children the situation was graver still; 33 per cent of all children

were living in families with incomes below the near-~poverty line, The
incidence of poverty among persons over 65 is almost twice that among

children and four times that among young adults and middle aged persons.

- The poor are evenly distributed between families whose heads

are aged and non-aged. Aged family heads are for the most part
unemployed while the non aged generally participate in the labor
force; There are only 8,700 families, representing 7.9 per cent
of poor families, in which the head is a male under 65 and is
not employed at least part of the year. One-parent families, that

have been of particular concern elsewhere, are not a sizeable group
in Israel. There are only 6,700 families of this type representing

6.1 per cent of the poor.




- The public transfer system only partially succeeded in dealing
with the problem, Transfers shifted one third ¢f the pcor families
above the poverty line, but only one quarter of the poor children.
Before transfers the poverty gap was  IL 14.2 million per month.
Transfers reduce the gap by 63 per cent, to IL 5.3 million per month.
The near—~poverty gap is IL 27.4 million, which, after transfers, is
reduced by 43 per cent to IL 15.6 million per month. 1In both cases
the decrease in the poverty gap is far greater than the decline in

the extent of the population below the poverty or near-poverty lines.

- Assuming that the present share of the poor in total trangfers
is maintained, an additional IL 13.1 million per month would be
required to eliminate the poverty gap of IL 5.6 million remaining

after transfers.

- The effect of transfers on the extent of poverty differs
significantly by family type. The most:striking difference is
bétween the aged and the non-aged. Forty one per cent of families
with aged heads were removed from poverty, as compared to 25 per cent
of the non-aged. The reduction both amomng the non-aged working poor

and large families was 26 per cent.

- National Insurance benefits provide for the greater part
of the reduction in poverty due to transfers, (73%).

- The incidence of poverty is particularly high for A;iu—African
families: 26 per cent, as compared to 13 per cent among families
from Euro-America, This is true for all family types. The incidence
of poverty among the aged is 53.7 per cent for Asla-Africa. as
compared to 36.8 per cent for Europe-America, and among the
families whose head is employed it is 17.7 per cent as compared
to 4.4 per cent. Among children the gap in incidence is greater
still, 30 per cent of Asio-African children are poor, as compared

to 4.2 per cent of Eurco=-American children, and 8 per cent of Jewish



children of Israeli descent. As a result the vast majority of poor

children (77.8 %) are of Asio-African descent,

- Seventy five per cent of poor children are from large families,

and one half are from families with 6 or more children.

- The percentage of youth age l4-17 who dropped out of school and the
labor force is much higher among the poor. Thirty-eight point two per cent
as opposed to 10.4 per cent of the non-poor. Among those studying there
are significant differences in type of school. For example 42.0 per cent
of the non-poor are in a college oriented curriculum as opposed to 20.0
per cent of the poﬁr. This pattern suggests a significant link between
poverty status and the life-time prospects of the children of the poor.

Poverty between 1964 and 1969, (Section 9

- There is no major change in the extent of poverty after transfers.
The proportion of families In poverty or near poverty 1s stable,
While the incidence of poverty among persons and children slightly
declines, the population in poverty or near poverty in absolute terms

increases.

- The stability of poverty is the result of an increase in the
share of the aged and a decline in labor force participation in
this group. These changes offset significant declines in within
group incidence. Holding constant demographic pattern and labor

force participation rates, poverty declines from 1l1l.2 to 9.7 per cent.

- The distribution of the poor by area of residence undergoes no
dramatic change over this period, though there is a decline in the
share of large cities among the poor from 36.6 to 28.9 per cent and

a rise from 34.4 to 4l.4 per cent in that of new towns.

- Despite the increase in the share of families from Asia-Africa
in the total population, there is little change in the composition
of the poor by ethnic origin.
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National Insurance Institute to meet the need for more iInformation on various
groups within the low-income population. These studies have been based on
administrative sources as well as special surveys: See National Insurance
Institute, Bureau of Research and Planning, "Old-Age Survivors, and Large
Family Beneficiaries by Place of Residence, 1971" (Survey no. 5, 1972),
Hebrew, ''Orphans of Secondary School Age' (Survey No. 6, 1972), Hebrew;
"Families with Children in Israel, 1969-~1970" (Survey No. 7, 1972) Hebrew, .
and "Rehabilitation of Disabled in the Years 1968-1970", (Survey No. 8,
1972) Hebrew: Studies that are nearing completion include: a major study
of low income workers now being ¢éonducted by Dr. Abraham Doron and Rafael
Roter, and a survey of the aged population in three selected communities,
Beersheva, Petah Tiqwa and Yavne, directed by Shlomo Cohen. This survey
was processed in a similar format to.that presented in this article, so

that it will be possible to compare the results.

[6] Pre-transfer income is defined as income from work, (in the case of

employees, child allowances are deducted) pensions from work, support from




other households and income from property. Transfers include: benefits

paid by National Insurance, the Ministry of Welfare and other ministries.
Not included are grants to Low income workers or payments of the National

Insurance Institute that are paid via the employer as well as the payments
made by the reservists compensation fund. The former are not quantitative-
ly significant while the latter have been generally reported as earned
income rather than transfers in the Family Expenditure Survey. We must

alsco emphasize that the benefits received from subsidized housing or public
services such as education or health have not been included in the transfers
reported on in this paper. A proper treatment of these benefits would re-
quire us to adjust not only the measure of resources but also .the poverty
standard. Thus the direction and magnitude of such an adjustment on our
estimates of poverty may not be predicted on an a priori basis. Our analy-
sis has -been influenced by a number of earlier studies of a similar nature,

and in particular the works of Robert Lampman, Mollie Orshansky and
Benjamin Okner. See Robert J. Lampan, ''How Much Does the American

System of Transfers Benefit the Poor?" in ECONOMIC PROGRESS AND SOCIAL
WELFARE, Edited by Leonard H. Goodman (New York: Columbus University
Press, 1966), and idem, "Transfer and Redistribution as Social Process',
in SOCIAL SECURITY IN INTERNATIONAL PERSPECTIVE, edited by Shirley Jenkins
(New York: Columbia University Press, 1969); Mollie Oxshansky: '"Counting
the Poor: Another Look at the Poverty Profile,'" SOCIAL SECURITY BULLETIN,
January 1965. pp. 3-29; "Who's Who Among the Poor: A Demographic View of
Poverty,'" SOCIAL SECURITY BULLETIN, April 1966, pp. 20-37; 'More about

the Poor in 1964", SOCIAL SECURITY BULLETIN, Note No. 5, February 1962;
and "Counting the Poor: Before and After Federal Income Support Programs
in Old-Age Income Assurance, Part II (Washington, D.C.: Joint Economic
Committee; December 1967), and Benjamin A. Okner, "Transfer Payments:
Their Distribution and Role in Reducing Poverty and Alternatives for
Transferring Income to the Poor: The Family Assistance Plan and Universal
Income Supplements'”,(The Brookings Institution, Washington, D.C. 1973),



[7)] For further detalls, see Central Bureau of Statistics, FAMILY EXPEN-

DITURE SURVEY 1968/69, Part A (Special Series No. 330; Jerusalem 1970)
and SAVING SURVEY 1963/64 (Special Series No. 217; Jerusalem 1967).

[8] Moreover we are not able to identify the effect of migration between

the two sectors on the extent of urban poverty.

[9] For an attempt to evaluate thelaubsequent reforms, see Rafael Roter,
"Reform of Children Allowances in Israel," SOCIAL SECURITY (Hebrew and

English Summary) No. 4-5 (July 1973), pp. 70-91; and Jack Habib, REFORM

OF TAXES AND TRANSFERS 1969-73 (Jerusalem: Falk Institute, forthcoming).

[10] We caution the reader that there are minor discrepancies in the
estimates of the poor as a resulF of the use of different versions of
the basic data tape. 1In addition the numbers in the tables have often
been rounded and do not always add up to the total. Numbers that are

not statistically significant have been placed in parentheses.



2, TAXES AND TRANSFERS IN 1969 AND THEIR INFLUENCE ON OVERALL INEQUALITY

In 1969 cash transfers received by the urban population totalled
I, 27.7 million per month. [1]

various forms by National Insurance, of which the two largest components

Of these 76 per cent were pald out in

were old-age pensions and child allowance, each constituting 35 per cent

of total transfers (See Table 2.1). Direct taxes totalled IL 92.3 million
per month. Of this sum 90 per cent was income tax and the remaining 10 per
cent, the employees (including self-employed workers) share of National

(2]

transfers in total family 1ncome., In 1969 family income before taxes and

Insurance contributions. Table 2.2 indicates the weight of taxes and
transfers averaged IL 859. Thus transfers were 5.2 per cent of income,
and taxes 17.5 per cent. The net result is that after taxes and transfers

average family income is reduced by 1l2.2 per cent, to IL 754,

Transfers, Lhough only a small part of overall income, have a sig-
nificant weight in the incomes of certain subgroups, notably the lower
deciles. In Table 2.3 we present the distribution of taxes and transfers
by income groups. The population has been divided into deciles on the
basis of pre-transfer income. 1In the bottom decile transfers constitute
144 per cent of pre~transfer income. Moreover they are progressive, as
the percentage declines sharply (at least up to the seventh decile) as
income rises. Approximately 52 per cent of all transfers were received
by families in the three bottom deciles. Nevertheless transfers are
received throughout the income distribution, the three top deciles
receiving about 21 per cent of all transfers. Furthermore, they are less
progressive in the higher deciles. Thus the redistribution of income

through transfers is very small in this range.
The average tax rate rises for the most part with income, reaching

a maximum of 26 per cent in the top decile. However, we obtained the sur-

prising result that the bottom decile pays a higher tax rate than either

10



Table 2.1 Composition of Taxes and Transfers, 1969

IL. million per month

Transfers Taxes
TzEe of transfers Amount Pef cent Type of tax Amount Per cent
- Total taxes 92,3 100,0

Total transfers 27.7 100,0 Income tax 82.6 9.6
Total National Insurance 21,1 76.3 National |

0ld age 9.7 34,9 Insurance a]

Survivors 1.6 5.8 contributions 9.6 10.4

Disability 0.5 1.8

Large family allowances 2,1 7.7

Employee children allowances 6.9 24,8

Other benefits 0.4 1.3
Total welfare 4.0 14,4
Other | 2.6 9.3

[a] Share paid by employees, including self-emploved

Table 2.2 Average ﬂonthly Income, Transfers and Taxes per Family, 1969
(IL)
a
Pre-transfer Transfers After=-transfer Taxes After-tax[ J
income income income

858.8 45.1 903.8 150.2 753.6

{a] Income~tax and National Insurance contributions
11



the second, third or fourth decile. This may be due to the fact that the

families have been ranked by income per standard person, while the allowan-

ces made by income tax‘fnr family size is not necessarily that implied by

the equivalence scale, and National Insurance contributions do not allow for family
size at all. The higher tax rate in the bottom declle may therefore

reflect the failure to provide for horizontal equity with respect to

family size - large families in the bottom decile paying a higher tax

rate than small families in the second, third and fourth deciles. [3]
This pattern may also be related to the differential taxation of families
with more than one earner. We have ranked families by the sum of the'
incomes of all family members. However, the tax rate on a given total
family income 1s lower when this income is supplied by two earners rather
than a single earner, and the proportion of two earner families rises as
one moves up the income scale. {(There is an offsetting effect of
National Insurance contributions where a two earner family may pay a
higher rate because of the ceiling., However, the welght of National

Insurance is small relative to income tax).

The net effect of taxes and transfers is progressive (see Table 2.3,
last column). In the lower deciles net income increases, this increase
being significant, however, only in the bottom decile in which income is
more than doubled. Net income falls steadlly as a percentage of economic

income to a level of 76 per cent in the top decile.

The data clearly indicate that taxes and transfers reduce overall
inequality. However, the essential question is what dimensions does this
reduction assume. The extent of the decline in inequality is summarized
in Table 2.4. We see that transfers improve the relative income of fami-
lies in the bottom deciles and reduce that of families in the top five

declles. Taken together, taxes and transfers improve the relative position

12
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of the first seven deciles: The gap in average income between the top
and bottom deciles decreases from a ratio of 22.5 to 8.3 after taxes and
transfers. Summarizing the changes in inequality in terms of the Gini
coefficient we see that transfers reduce inequality by 7 per cent and the
combined effect of taxes and transfers is to reduce inequality by 18,6
per cent. It should however be emphasized that inequality remains high.
Average income in the bottom decile is still only 28 per cent of overall
average income and that of the three bottom deciles does not reach 60
pei cent of the average. The share of the two top decilies in income is

42 per cent as opposed to 6.5 per cent in the two bottom deciles.




FOOTNOTES

[1] The figures refer to transfers as reported by families in the
survey. In Appendlx A we compare these figures to those reported

in official sources, in order to determine the extent of under-reporting

in the survey.

[2] The major portion of National Insurance Contributions is paid by

the employer. In 1969, for example, total National Insurance taxes

were IL 33 million per month, of which 70 per cent were payments made

by the employer. There is considerable controversy as to the final
incidence of the employer's contribution. We have therefore chosen

to exclude the emplover's contribution from this analysis., In a forth-
coming article we examine the redistributive impact of the employer's
share under alternative assumptions about their incidence. It should

be emphasized that the data on taxes were obtained by simulating hypo-
thetical tax payments for each earner in the sample. This imputation
does not take into account a number of special tax reductions such as

for approved qver-time pay. These reductions tend to be heavily concen-
trated in the upper income groups and thus we may have overestimated con-
giderably the actual progressivity of the tax structure. J. Gabay estim-
ates for example that 60 per cent of the total tax relief arising from
the reduced tax rates on approved over~time, is concentrated in the top
decile. See J. Gabay, ''Changes in Public Finance and Fiscal Policy,"

THE ECONOMIC QUARTERLY XX (No. 77, 1973), pp. 120-32, (Hebrew).

[3] For an analysis of the extent of horizontal equity with respect to
family size in the Israeli tax-transfer structure, see Jack Habib, HORI-
ZONTAL EQUITY WITH RESPECT TO FAMILY SIZE (Jerusalem: Falk Institute,
1973).
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3, THE INFLUENCE OF TRANSFERS ON THE EXTENT OF POVERTY 1969
. : :

The definition of the poverty' standard is of major importance in
determining the size and composition of the population in poverty. 1In
this article we confine ourselves to a definition based on cash income.
In 80 doing we disregard other factors which determine the family's
command over economic resources or some other aspect of its welfare.tl]'l'
We adoept an approach that views poverty in relative terms, i.e. the
significance of a given income level is determined by the standard of

living prevailing in society at a given period. 2]

We employ for 1969 a poverty line similar to that first used by
Rafi Roter and Nira Shamai, which allows for the fact that a family's
economic position is influenced both by its income and by the number
of persons sharing this income. To relate the needs of the family and
the number of persons in it, an empirically estimated equivalence scale

[3]

1s used. In this scale it 1s assumed that an increase in the number

of persons makes possible economies in family consumption (e.g. buying in
bulk, hand-me~downs, joint use of consumer durables such as a television
set.) Thus the need for additional income is not proportional to the
rise in family size, and therefore is not a constant per capita sumE4]
Instead, the family's relative needs are expressed in units of standard
persons with a two person family as base and the living standard of a
given family is defined in terms of income per standard person (p.s.p.),

i.e. family income divided by the number of standard persons.

In 1969 gross median income p.s.p. was IL 264. The poverty line
was established as IL 100 p.s.p. per month, approximately 40 per cent of
the median. We employ an additional and slightly higher standard,

IL 135 p.s.p. (50 per cent of the median), which we refer to as the near-
poverty line. [5] The poverty and near-poverty lines by family size are I
presented in Table 3.1. We have also calculated the poverty line per-
capita to illustrate the significance of the assumption of economies of
scale. For instance, when family size 1s doubled from 4 to 8 persons,
the poverty line rises by only 63 per cent from 320 to 520. The poverty

line per-capita falls with family size, from IL 80 for a family of 4 to
17




Table 3.1 The Poverty and Near-poverty Lines per Famlly and per Capita,
' by Family Size, 1969

(IL per month)

Number
of persons

in family

B © o~ & 1 & W N M

Per family

125.0
200.0
265.0
320.0
375.0
425.0
475.0
520.0
560.0
600.0

Poverty line

Per capita

125.0
160.0
88.3
80.0
75.0

70.8

67.9
65.0
62.2
60.0

18

Near-poverty line

Per family

168.8
270.0
357 .8
432.0
506.3
573.8
641.3
702.0
756.0
810.0

Per capita

168.8
135.0
119.3
108.0
101.3
95.6
91.6
87.8
84,0
81.0

il



Table 3.2 Incidence of Poverty among Famillies, Persons and Children and the Poverty

Gap Before and After Recelpt of Public Transfers, 1969

Before transfers After transfers Per cent
Number Incidence Number Incidence decline
of poor (per cent) of poor (per cent) after
(ths) (ths) transfers
Below poverty line[a]
Families ' 109.6 17.9 73.2 11.9 33
Persons 401.0 17.9 282 .8 12.6 29
Children [P) 189.3 21.6 142.1 16.2 25
Poverty gap .
per month (IL millions) 14,2 5.3 63
Between Eﬁvertx and
near-poverty liﬁe[c]
Families . 43.7 7.1 52.0 8.5 -19
Persons 194.9 8.7 2243 10.1 -15
Children 96.7 11.0 1il.4 12.7 -15
Poverty gap |
per month (IL millions) 13.2 10.3 22
Total below
near—poverty line
Families 153.3 25.0 125.2 20.4 18
Persons 595.9 26.6 507 .1 22.7 15
Children 286,0 32.6 253.5 28.9 11
Poverty gap
per month (IL millions) 27.4 15.6 43

[a] Poverty line - IL 100 p.s.p. per month

[b] Persons under age 18 in the family unit; in some cases they

may not be the children of the family head

[e] Near-poverty line - IL 135 p.s.p. per month
19




|

Table 3,3 Incidence of Poverty[a] among Famiiies, Persons and

Children, and the Poverty Gap After Taxes, 1969

Number of poor Incidence
(ths) (per cent)
Families 78.0 12.7
Persons 295.2 13.2
Children 143.2 16,3
Poverty gap
per month (IL millions) >.69

m——-—-—-——-——-———-——-—-________—____—

{a] Poverty line IL 100 p.s.p. per month

20



65 for a family of 8.

The problem facing social policy and the transfer system was of
conslderable dimensions, The extent of poverty prior to transfers and
the effectiveness of transfers in reducing poverty are indicated in
Table 3.2. There were 110,000 families with a pre-transfer income below
the poverty line. Another 43,700 families had an income between the
poverty and near-poverty lines, so that in summary 25 per cent of zll
families had incomes below the near-pnvérty line. Among children the
gituation was graver still; thirty three per cent of all children were

living in families with incomes below the near-poverty line.

The government transfer system only partially succeeded in
dealing with the problem. Transfers shifted one third of the poor
families above the poverty line, but only one quarter of the poor
children. The rate of decline in the number of families living below
the near~poverty line reached 18 per cent, while among children it
was again lower, 1l per cent. The contribution of transfers should not,
however, be measured solely in terms of the reduction in the size of the
poor population, Transfers also served to alleviate the poverty of
famlilies who remained below the poverty line. This can clearly be seen
from Table 3.4. Before transfers, a considerable portion of poor fami-
lies had an income less than 50 per cent of the poverty line and only
30 per cent of these families had an income within 75 per cent of the
poverty line. After the distribution of transfers the situation is re-
versed; only 9 per cent remained at an income level of under 50 per
cent of the poverty line, while the majority of families that remained
poor (56%) have incomes that are within 75 per cent of thé'poverty line.[6]

The poverty gap is a measure that takes into account both the num-
ber of poor and the degree to which their incomes fall below the poverty
line, It is useful as a measure of changes in poverty as it is sensitive

to changes in the depth of poverty for those who remain poor. The poverty
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gap of a family is defined as the difference between the income of the
family and the poverty line income. The overall poverty gap is the sum
of these differences over all poor families. In other words i1t 1s the
aggregate amount by which poor households fall short of the poverty line

income,.

Before transfers the poverty gap was IL 14.2 million per month.
Transfers reduce the gap by 63 per cent, to IL 5.3 million per month.
The néar—poverty gap is IL 27.4 million, which, after transfers, is
reduced by 43 per cent to IL 15.6 million per menth., In both cases the
decrease in the poverty gap i1s far greater than the decline in the extent

of the population below the poverty or the near-poverty lines.

The poverty gap also represents the minimum sum required to bring
all families up to the poverty line. As such it provides a basis for
examining the redistributive burden implied by a given poverty line,

Table 3.5 presents a number of ways of expressing this burden., Dividing
the total poverty gap by the number of poor families yields the average in-
come deficiency per poor family as well as the average sum needed to bring
each familly up to the poverty line. A similar calculation for the non-poor
ylelds the average amount that must be taken from the non-poor to finarnce
the elimination of the poverty gap. This burden can also be related to

the income of the non-poor. We see that the poverty gap before transfers
is 2.5 per cent of the total income of the non-poor, or 9.5 per cent of

the income of famllies in the top decille., After taxes and transfers the

poverty gap declines to l.1l per cent of net income of the non-poor.

These findings may easily be migsinterpreted. They do not neces-
sarlily imply that by reallocating 1.1 per cent of the income of the non-
poor, poverty can be eliminated. So direct a reallocation is possible
only with a highly selective_transfer mechanism, which ¢onfines transfers
exclusively to families below the poverty line. This, however, inevitably

would involve serious disincentive effects for the poor as well as considerable
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Table 3,4 Distribution of Pre- and After-transfer Poor Families by Ratio
of Family Income to Poverty Linme .81 , 1969

"

Distribution of pre-transfer poor Distribution of
after~transfer poor

Ratio of By pre-transfer By after-transfer

income to income income

poverty line (%) —_—

' Number Per cent Number Per cent Number Per cent
(ths ths) (ths)

0-24,99 36,2 33.0 (2.3) (2.1) (2.3) (3.1)
25=49 .99 17.1 15.6 (4.3) (3.9) (4.3) (5.9)
75"'99-99 31-5 28-7 4018 3?12 40-8 55-7

100-~-109,99 - - 11.6 10.6 - -
110-124.99 - - 10.8 9.9 - -
125~-149,94 - - 8.4 7.7 - -
150 and more - - (5.6) (5.1) - -
Total

109.6 100.0 109.6 100.0 73.2 100.0

[a]'Poverty line IL 100 p.s.p. per month
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[7]

administrative difficulties.

The actual transfer system is far more complex. On the one hand
there are transfers which are designated for special groups. Of this type
are the transfers paid through National Insurance, such as bgnefits for
aged and survivors, benefits for work and hostile action casualties, child
allowances and earning supplements for low-income employees. On the other
hand, there is a welfare system which, at least in theory, is at the dis-
posal of all those in need. !8] Each of these components differs in the
sum of the basic allowance, in the extent to which it varies with income
and family size, and in the additional criteria for eligibility. Thus
families equally in need, are not necessarily eligible for the same amount
of help. The differences may reflect concerns other than poverty and inequa-
lity such as work incentives, or society's special sense of obligation towards

[9)

due to uncoordinated development of the transfer system or to difficulties

certain causes of poverty, (e.g. war injuries). Nonetheless, deficiencies

in administering the various programs cannot be dismissed. Moreover, a trans-

fer system may have goals beyond maintaining a minimum income. This is

especlally true with respect to universal transfers. Child allowances, for
example, may serve as a means of maintaining horizontal equity in the positive

tax system; old age and disability benefits, included in social insurance, are
designed to prevent a steep decline in the family's normal standard of living. [10]
This latter concern is reflected in the fact that disability payments are geared
to income prior to the injury or that pensions are often related to pre-retire-

[11]

total transfers is 40 per cent and this share varies considerably by type of

ment income, As a result of these complexities the share of the poor in
transfer (see Table 3.6). Seventy-two per cent of Welfare benefits are received
by the poor, as compared to 35 per cent of National Insurance. A more realistic
estimate of the cost of eliminating poverty 1s obtained by assuming that the
present share of the poor in total transfers is maintained. On this basis an
additional IL 13.1 million would be required to eliminate the poverty gap of

IL. 5.6 million that remained after transfers.

In the following section we consider which family types benefited
more from transfers as well as the antipoverty effect of transfers by type.
Before proceeding, we make a number of observations on the effect of taxation

on the poor. As in section £, we confine the analysis to two forms of direct
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Table 3.6 Average Monthly Taxes and Transfers per Family by Type of Tax/Transfer and by

Poverty Status and the Share of the Poor in Each Type, 1969

(IL) e
___Average per family = Share of poor
Type of tax/transfer Total Pre-transfer Non-poor in total
poor (per cent)
Total after-transfer income[a] 1,008.6 331.1 1,158.1 2.9
Pre-transfer income 963.6 230.7 1,125.3 4,3
Transfers 45.0 100.4 32.8 4G, 3
National Insurance 34.3 66,6 27 .2 35.1
Welfare 6.5 25.9 2.2 72,0
Other government offices 4.2 7.9 3.4 34.0
Taxes , 185.2 20,7 221.5 2,0
Income tax 133.7 2,8 162.6 0.4
Property tax[b] 15.8 6.7 17.8 7.7
National Insurance contributiun[CJ 15.6 4.0 18.2 4,6
Other (Union and health fund dues) 20.1 7.2 22.9 6.5

-—'-—-———-_—-__.—_—__—

[a] Including imputed value of services from ownership of a house or motor-vehicle
as well as goods received in kind from employer or from self-employment, and

not including organizational dues and donations to institutions.
[b] On owner-occupied homes
[c] Employee share and self-employed
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Table 3.7 Average Monthly Pre~transfer Income per Family, by Source of Income and Povertv

Status, and the Share of the Poor in the Total Income from Each Source, 1969

(IL)
Source of Average per family Share of poor
income Total Pre~transfer poor Non=poor (Ptg 22::?
All sources 963.6 230.7 1.125.3 4.3
Employment (total) 812.4 152.8 957.9 3.4
of head 641.0 129.9 753.8 3.7 .
of spouse 90.2 y 4.9 ,109'0 1.0
of other 81,2 18.0 95.1 4.0
Private pensions 18.0 9.3 19.9 9.4
Pensions from abroead 15.5 3.3 18,2 3,8
Support from relatives 11,2 12.9 10.8 20,8
Property 11.2 3.7 12.9 6.0
Imputed from housing
and vehicles 106.5 56.5 117 .5 9.6
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taxation, income tax and employee contributions to National Insurance. We
find that the effect of these taxes on the size of the poor population is
small and that the poverty gap increased by l4 per cent. On the other hand,
other compulsory payments may have a greater effect, As shown in table 3.3,
both the average payment per poor family and the share of the poor in the
total payment are much higher in the case of property taxes and health and

union dues.
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POOTNOTES

[1] For a definition of poverty which takes into account additional

dimensions, see Jonah M. Rosenfeld and Lotte Salzberger op. cit.; Jack
Habib, CHILDREN IN ISRAEL, op. cit, and idem, supplement to REPORT OF
PRIME MINISTER'S COMMISSION ON CHILDREN AND YOUTH IN POVERTY, op. cit.

{2] One justification for a relative view of poverty has been given by Israel
Katz: "The gap is not only a material one., Gaps exist in all factors that
determine the welfare of the individual. And the economic gap in and of
itself affects non-material aspects of the life of the poor: It gives

rise to many soclal and psychological phenomena. Severe etonomic inequality
or a distinct relative scarcity in economic resources, places the poor in an
inferior position in an achievement oriented scoclety. Inferiority leads to
rejection, self-hatred and bittermess. It 1s self hatred rather than poverty
itself which is the cause of psychological pathelogy among many of the poor.
It is bitterness, anger and frustration, rather than poverty itself, which
generate crime, delinquency and peintless violence on the one hand, and social
and political unrest on the other.” See, OBSTACLES TO INCOME INEQUALITY
(Jerusalem, August 1972) p 4-5. 1In our view there is, in effect,

an almost continuous relationship between the relative income of the

family and the probability that the feelings or behavior of the type
described in this quotation arise. For an application' of a relative
approach to poverty based on United States data, see Victor Fuchs
"Redefining Poverty,'" PUBLIC INTEREST 8 (summer 1967), pp. 88«95,

See also Peter Townsend ""The Definition of Poverty,' paper presented at

the COLLOQUIUM ON HANDICAPPED FAMILIES, (Bureau de Recherches Sociales;
Paris, February 1964), pp. 6-10.

{3] The scale was estimated at the National Insurance Institute and sub-
sequently adopted by the Committee on Income Distribution and Social
Inequality. See REPORT OF COMMITTEE on INCOME DISTRIBUTION AND SOCTIAL
INEQUALITY (Tel-Aviv, 1971). The approach taken in this article differs
in 8 few respects from that of Roter and Shamai. They have related their
poverty line to the median income of families with four persons, while
ours is related to the median iIncome of all families. The equivalence

scale used by Roter and Shamai also differs slightly from the one used

here.
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[4] The validity of this crucial assumption may be criticized on
empirical and theoretical grounds. See Jack Habib and Yossi Tawil,
EQUIVALENCE SCALES FOR FAMILY SIZE: FINDINGS FROM ISRAELI DATA
(National Insurance Institute, Bureau of Research and Planning:
Discussion Paper No. 1, 1974); and Jack Habib THE DETERMINATION OF
EQUIVALENCE SCALES WITH RESPECT TO FAMILY SIZE: A THEORETICAL APPRAISAL

(Jerusalem: Falk Institute, 1973).

{5} Median income is not the only measure of the standard of living.

In some countries the poverty line 1s defined relative to average income.
Recently a standard, based on average earnings per employee post, has been
used to link welfare payments and National Insurance benefits to changes in
the standard of living. This measure may not reflect the real increase in
family income for a number of reasons: Increases in the participation rate
of secondary earners or in the number of employees taking on second jobs will
reduce this measure, but will have an opposite effect on family income.
Secondly, changes in the rate of fringe benefits are also not reflected in

this measure. The rationale for its use has been that 1t is the statistic
with the shortest time lag.

[6] Even families removed from poverty remain at relatively low income levels.
Sixty-two per cent of the 36,000 families removed from poverty have post-trans-
fer incomes in the range of IL 100 to IL 125 p.s.p. and only 16 per cent have
incomes above IL 150 p.s.p.

[7] It would require a 100 per cent marginal tax rate and thus provide no
monetary incentive for the poor to seek employment. A number of studies have
shown that the rate of take-up by eligible families is low in the case of
selective transfer mechanisms. See, for example, (FAMILIES WITH CHILDREN IN

ISRAEL 1969-70), op. cit. and Doron and Roter, op. cit,

[8] 1In Israel, in contrast to other countries, persons employed are also

eligible for welfare.
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{9] TFor example, in the cage of groups with limited working capacity, the
possible disincentive effects of income support may be less Important.
Thus, higher marginal rates can be applied here in order to reduce the
budgetary costs required to guarantee a given minimum income. For an
analysis of the link between support levels and marginal rates in the

Israeli welfare system, see A. Doron, "Work Incentives through Welfare

Aid", THE ECONOMIC QUARTERLY, XVIII (No., 69~70 June 1971), pp. 55~60,
(Hebrew).

[10] See Jack Habib, THE ROLE OF CHILD ALLOWANCES IN A TAX-TRANSFER
STRUCTURE (Jerusalem: Falk Institute, 1972)

1

[11] See Committee on the Pension System, RECOMMENDATIONS, (Jerusalem;
June 1971).
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4, THE REDUCTION IN POVERTY BY FAMILY TYPE AND SOURCE QF INCOME SUPPORT 1969

The effect of transfers on the extent of poverty differs significantly
by family type (see Table 4.1). The most striking difference is between h
the aged and the non-aged. Forty-one per cent of families with aged heads
were removed from poverty, as compared to 25 per cent of the non-aged. As
a result, after transfers the share of the aged among the remaining poor
decreases. Nevertheless, the incildence of poverty 1s still more than three
times as high for the aged. Among the aged the reduction in poverty is
greater for male than female family heads and is particularly high in
families whose head 1is employed. Among the non-aged the effect of trans-
fers 1s not related to the employment of the family head. For the working-
poor as a whole there is a reduction of 32 per cent, which is similar to
the average rate. However, for the non-aged it is only 26 per cent as
compared to 54 per cent for the aged, and it is greater for emplovees
than the self-employed. Another group of particular interest is large
families (4 or more children). The rate of reduction in poverty for these
families is only 27 per cent., When the head is emploved, however, the rate
is 33 per cent, which 1s higher than the reduction among small working fami-
lies.

The effect of transfers by family type is related to the pattern of
recelpt of the various types of transfers and to the adequacy of the pay-
ments. We are particularly interested in identifying the relative contri-

[1] ‘

bution of National Insurance benefits,

Sixty-eight per cent of urban families received a transfer of some
type. .(See Table 4,2). Of these 93 per cent received a transfer from
the National Insurance Institute, 12 per cent from the Ministry of Welfare
and only 4 per cent received transfers from other government agencies.
Among the pre-transfer poor the percentage of transfer receiplents is
greater., Nevertheless 12 per cent of the pre-transfer poor received no
transfer whatsoever and among the post-transfer poor the percentage rises

to 19 per Eent. The pattern of receipt 1is somewhat different among the
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poor. Among those recelving any transfer the percentage of National
Insurance recipients 1s smaller (80%Z) while the weight of welfare pay-
ments rises to 32 per cent., Among families that were taken out of
poverty by transfers, we find that 89 per cent received national insurance,
24 per cent welfare, and 12 per cent received transfers from other govern-
ment agencies, These figures provide a partial indication ‘only of the
contribution of the wvariocus types of transfers. Moreover, for families
receiving support from more than one program there is no unambiguous
criterion for establishing which particular program is responsible for
removing the household from poverty. We adopt the criterion that a
household receiving National Insurance benefits that exceed the amount
required to make up its income deficiency, 1s removed from.poverty by

(2]

these benefits irrespective of any other benefits received. There-
fore, in order to determine the extent to which these benefits suffice

to reduce poverty, we make an additional calculation of the extent of
poverty on the basis of income including National Insurance benefits

but prior to the receipt of transfers from other sources. We also examine
what proportion of the poverty reduction by all transfers could have been

achieved by National Insurance benefits alone (see Table 4.3).

Of all National Insurance beneficiaries 20 per cent were poor prior
to the receipt of any transfer, This percentage is lower than the percen-
tage of the poor among recipients of welfare or transfers from other
government sources, However, the total amount paid out by the National
Insurance Inatitﬁte is far greater, and the support levels were generally
more adequate. Thus National Insurance benefits provide for the greater
part of the reduction in poverty due to transfers. For 34 per cent of
National Insurance beneficiaries,'these transfers alone were sufficient
' to remove them from poverty. Another § per cent of National Insurance
beneficiaries, for whom these benefits were inadequate in themselves, were
removed from poverty by the addition of other transfers. Thus, National
Insurance benefits could in themselves have accounted for 85 per cent of
the reduction due to total transfers, Calculated as a percentage of the
reduction in poverty among all families and not only among National Insur-
ance beneficiaries, the contribution of National Insurance is 73 per cent

of the total reduction in poverty.
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The overall changes reflect significant differences in the effect
of the various transfers by family type. We therefore consider the
importance of these benefits for aged and mon-aged families, and for

families with 1-3 children and 4 or more children.

The Aged

The major source of income support for the aged is old-age and sur-
vivors benefits paid by National Insurance, although additional support
is provided by the Ministry of Welfare, In 1969 some portion of the aged
were not eligible for National Insurance benefits but received regular sup-
port from the Ministry of Welfare and an additiomal group benefited from

3] We find that 65 per cent of the

various forms of special assistance.
aged population received National Insurance (see Table 4.2), and they cons-
tituted 20 per cent of all National Insurance beneficiaries, Another 15

per cent received benefits from Welfare,

Among poor aged families we find that 74 per cent received National
Insurance and they represented 52 per cent of all poor families receiving
some form of National Insurance benefit, and an additional 26 per cent

[4]

received benefits from Welfare.

As we have already noted, the majority of aged poor remain poor

even after the receipt of these transfers. (See Table 4.l1. and
4.3.). Among welfare receipilents the percentage removed from
poverty by all transfers is 38 per cent. &1 per cent of National
Insurance beneficlaries were removed from poverty soley by

National Insurance and 49 per cent by all transfers. National
Insurance benefits are more effective among families with male than
with female heads. This is alsoc true for total transfers. A
possible explanation is that aged men are more likely to have income

from additional sources, and particularly from employment.
(see Table 5.15)

Non-aged

The main source of income support for the non-aged 1s also National

[5]

Insurance (62%). However, the benefit most frequently received is
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child allowances (58.4%): 7.1 per cent received welfare (see Table 4,2),

Among the poor the main source of income support is also National Insurance

(67%) and the most frequent benefit is child allowances (60%). However,

the percentage receiving welfare is larger among the poor (31%).

National Insurance has a smaller effect on poverty among non-aged
than the aged. The contribution, however, of National Insurance to the
total reduction in poverty by transfers is similar in the two groups.

Table 4,3 indicates the contribution of National Insurance for each
family type. The contribution 1s much greater for male than female, and

there is also a significant difference between large and small families:

it is largest among large families with male heads (447%).
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FOOINOTES

[1] The analysis in this section follows closely that of Mollie Orshansky

who has aptly described some of the limitations. "In the brief interview,

one cannot always be sure that the respondent identifies accurately whether

he or some other household member i1s a beneficiary. Moreover in preparing
income statistics, the Bureau of the Census use a definition of a family

- all related persons sharing a household at the time of the interview that
may not jibe with the definition of recipient unit used by the agency administ-
rating the program.,” For example an elderly husband and wife both receiving
National Insurance benefits would show up as two beneficiaries in the offi-
cial statistics and the same would apply to a widowed daughter-in-law living
with the couple. Yet, they would show up in our account as one beneficiary,
Moreover it may be that there is no mutual sharing of income by the daughter-
| in-law and the couple yet in determining poverty status we consider the income

for all the members as part of a single family. See Mollie Orshansky, 1967,
op. cit., p. 216.

(2] A further qualification must be made. It is unrealistic to ignore the
effect of transfer-income on other sources of income, an effect sometimes
within thF control of the recipient. Without National Insurance benefits a
man might continue to work, apply for public assistance he does not receive or
receive additional support from relatives. But there 1is no definite way to

account for such contingencies in the analysis.

[3] Since 1969, the scope of National Insurance has been extended to cover
previousgsly uneligible groups among the aged. Among these are families receiv-
ing monthly support from the Ministry of Welfare. The role of National Insur-
ance In providing income support for the aged has thus increased. At the same
time aged families continue to receive various special forms of assistance from
the Ministry of Welfare, such as home care and other services. The introduction

of an expanded system of disabiblity insurance in 1974 will further increase the

role of National Insurance at the expense of Welfare.

[4] Fifty-two per cent of all aged National Insurance beneficiaries and 80

per cent of aged welfare beneficiaries (see Table 4.2).

[@ ] In some of the young households, the actual beneficiary may be an aged member,
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[6] Old-age benefits are not related to pre-retirement earnings. For

men between the ages of 65 and 70, and women 60 to 65, they are related

to post-retirement earnings. In these age ranges eligibility and the

amount of the benefit are conditional on the insured's income from work or other
sources, 0Old—-age pensioners, whose additional incomes do not exceed the

pension rate for a single person, recelve a supplementary benefit.
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5. THE PATTERN OF POVERTY BEFORE TRANSFERS, 1969

The poor are evenly distributed between families whose head 1s aged
and non-aged (see Table 5.1). Aged family heads are for the most part
unemployed while the non-aged generally participate in the labor force.
The criteria used here for labor force participation is quite broad and
- ine¢ludes all those who worked at least one week during the past year.[1]
On the basis we find that 17.1 per cent of aged family heads have some
work experience as compared to 72.8 per cent of the non-aged. There are
only 8,700 familles, representing 7.9 per cent of poor families, in which
the head is a male under 65 and 18 not employed at least part of the year.

We suspect that at least in some cases their not working is due to disabi-

lity or illness, unfortunately the family expenditure survey does not

include information of this type. One parent families that have been of particular
concern elsewhere are not a sizeable group in Israel, There are only 6,700
families of this type representing 6.1 per cent of the poor. We are unable

to ascertain from the survey the reason for the presence of only one parent,

In many cases it may be due to natural causes rather than family instability.

Female headed families, for the most part, aged-women living alone, are 28.1

per cent of the poor. This section is devoted to a more detailed examination

of the two major groups: families whose head is employed, and the aged.

(See Table B.2 for near-poverty).

5.1 The Working Poor

The labor force participation of a family can be measured in various
ways. There are accordingly a number of alternative ways in which to define
the working poor. Defining the working poor as a family in which the head of
family worked at least one week, we find that there are 49,100 working poor
famillies representing 45 per cent of the poor. Of these 39,000 are employees
and 10,000 self-employed.
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There are three factors which may lead to poverty of families in .

which the head is emploved: limited employment, low wages and a large
number of dependents. Moreover it is the relationship between low wage

rates, family size and limited labor force participation which determines
the extent of poverty. The poverty line used in this study is defined

on the basis of median family income in which the income of all family
members is included. Therefore, in evaluating the causes of poverty,

it is necessary to consider the labor force participation of all family
members and the set of wage rates available to them. Thus for example

both the number of earners and the extent of their employment are rele-

vant.

Labor Force Participation

The family's major source of income is from the employment of the
family head; the extent of his employment is, therefore, particularly
important. Seventy-three per cent of working family heads who are poor
were in full-time employment and 78.4 per cent worked more than 40 weeks
during the past year (see Tables 5.2 and 5.3). Work experience can be
summarized in terms of weeks at full-time employment, with a week of
employment in a part—t?gT job given a weight equal to one half that of

working poor worked more than 40 weeks at full-time employment.

full-time employment. From Table 5.4 we see that 58 per cent of the

Among families with secondary earners we distinguish two groups:
Families in which there are earners in addition to the famlily head, rep-
resenting 3.2 per cent of the working poor, and families with earners
other than the head, numbering 6,500 (see Table 5.5). Summing up the
labor force participation of all famlly members as presented in Tables
5.3 and 5.4, we £ind that among the working poor 16.5 per cent worked more
than 52 weeks and the majority (71.6%) worked between 27 and 52 weeks; in

. terms of full weeks the proportion working more than 26 weeks 1s somewhat
lower (68.2%).
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The labor force participation of the poor takes on additional
significance when contrasted with that of the non-poor. The poor work
less on the basis of elther measure, 93.3 per cent of the non-poor are
in full=-time employment, 95.4 per cent of employed family heads worked
more than 40 weeks, and 80 per cent worked more than 40 full weeks.

The most significant difference, however, is in the farticipatinn of
secondary earners. Of non-poor families 40 per cent have two or more
earners as compared to only 13.2 per cent of the poor. The role of

these differential rates of labor force participation is also reflected
in the pattern of incidence. The incidence of poverty declines with all
measures of employment. For example the incidence declines f;om l4.4 per
cent in one earner families to 4 per cent in two earner families, or from
32.6 per cent in families in which the head 1is employed 1-39 weeks to '

7.5 per cent where he worked 40 weeks or more (see Table 5.4.).

Low Wages

In thls section, we compare the wage rates of the poor with those
of the overall population, The discussion is confined to salaried workers.
The average wage of poor family heads is 58 per cent of the overall average.
The wage rates presented in Tables 5.6 and 5.7 have been adjusted for the
extent of employment and are estimates of average annual earnings per weekl

of full-time employment.

Two factors influencing wage rates are age and education. Wage
rates drop considerably with age and with the decline in educational level,
Besides determining present wage rate, these factors also provide an indi-
cation as to the permanency of a given wage rate. The relative distribution
of the poor by age and education shows a far larger proportion of aged workers

and a high concentration at lower educational levels, (see Tables 5.8 and
5.9). Nineteen per cent of the working poor are aged, as compared to 6.7
per cent among the non-poor, and 81.9 per cent have eight or less years

of schooling as compared to 48 per cent of the overall population. Thus
these factors may at least in part explain the lower wage rates of the poor.
Nevertheless, the poor also have lower wage rates even within education and

age groups, This finding may reflect other factors correlated with age and
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education, such as occupation (see Tables B.3 and B.4 in appendix), or

possibly a correlation between age and education themselves,

Family Size

In this section we consider whether the distribution of the poor
by family size differs significantly from that of the non-poor, and
secondly whether the majority of heads of large families who are poor

are employed.

The proportion of families with children 1s fairly similar among
the poor and non-poor (see Table 5.11), The major difference is in the
number of children: 22 per cent of the working poor families have 6 or
more children and almost 50 per cent have 4 or more children, as compared
to an insignificant 2.5 per cent and 9 per cent respectively, among the

non-poor,

The vast majority of poor large families are included among the working
pocor. In fact, the rate of labor force participation among the poor rises
with family size, from 70.8 per cent in families with 1~3 children to 84.6
per cent in families with 6 or more children. Thus, in contrast to what
has sometimes been asserted, unemployment is not an important cause of

poverty large families

5.2 The Aged

As we have already noted, the incidence of poverty among children
ls considerably higher than among the overall population. However, the
incidence of poverty among persons over 65 1s almost twice that among
children and four times that among young adults and middle aged persons.
Of the poor, 19 per cent are over 65 as compared to 8 per cent of the

overall population (see Table 5.12).

In this section we consider in greater detail the pattern of
poverty among the aged. With limited exception, the official
retirement age, i.e. 65 for men and 60 for women was used as the basis for
defining the aged., 1In determining the poverty status of an aged person we
have taken into account the resources of all members of the unit in which

he resides. Implicit in this approach is the assumption that family resources
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are shared. Other studies have counted the aged poor on the basis of
those resources that can be specifically attributed to them., Such a
determination is always difficult to make and cannot be made with any
assurance from tﬁe Family Expenditure Survey. It should not make much

difference if most of the aged reside in inﬂependent family units.

In Table 5.13 we consider the distribution of the aged and the
relative incidence of poverty by sex and living arrangement, Se?ﬁnty-
four per cent of the aged poor live in family units and even a higher
percentage among the non=-poor, This includes almost all aged males,
who are for the most part family heads. Among aged females the pattern is
qulte different. One-third live alone and among those living in family
units, only a very small proportion have the status of family head. There
are consliderable differences in the incidence of poverty by sex and family
status. The highest incidence occurs among females living alone (55.5%)
whereas among females living in family units it is only 34.2 per cent.

The incidence among aged females is 4l1.4 per cent,

Pre-transfer poverty among the aged is assoclated with the compo-
sition of income. We begin with an overall comparison of incomes between
aged and non-aged family units, as presented in Table 5.15. Among male
family heads the income of the aged is about half that of the non-aged.

As may be expected, the composition of income differs; the share of income
from work declines from 97 per cent among the non-aged to 73.3 per cent

among the aged. Private pensions and pensions from abroad contribute

another 20 per cent of the income of the aged. Income from relatives or

from property is of minor significance even among the aged. The composition
of income is somewhat different among female headed families, the weight of
income from work is smaller and support o0f relatives more significant. The
shift is particularly great among aged females, for whom income from employment
is only 33.7 ﬁer cent, private pensions and pensions from abrecad 43.4 per cent
and support of relatives 12.8 per cent. The decline in income from employment
is related both to the decline in labor force participation and in average
earnings due to aging and retirement. Of male aged family heads 52.5 per
cent are employed, as compared to 95.9 per cent of the non-aged. Average
income for employed male family heads is IL 834.2 for non-aged and only

IL 482.0 for aged (see Table 5.16).

60



8°zT €€ 87" 9°0 g*ZE 8° LT 6"TT 6°T saajieTe1 30 3aoddns woiy

G L1 %" 9 9°Z 't AL 8"y 0°'0 T°T - prOAqe Woxy snofsuad woay’

92 9°t1 9°g ¢ 0 0°€T 9°81 £ 9T 0°1 suorsuad ajeatxd woig

L6 ¢ € 12 6°0 0" 4T 0°€ ¥° 6 $°0 . £219doad woag

17 2°1 T°T 60 9°Z 8T 80 T°2 . 3eqag

L 4 961 871 y81 0°0 A | '0°8 191 pefoTdua-JI28

762 5 Z$ 1°89 1°8¢ Z°€E 1°0¥% 9° G €8¢ aafoTdmy

L"€E £ €L 6°18 0" L6 8°GE £"SS v° 49 $ Y6 jI0om WOIJ

0° 00T 0°00T 0°00T 0°001 0° 00T 0" 001 0° 00T 0° 00T . 1JWODUT  IIJSUBII-IIJ

- W.nbﬁuﬂﬂﬂhumﬁﬂ U0 13g

Al X 4 9°9T 849 6°S L°€T 0°LT e -6 S2ATIBTAl wn 110ddns molg

L% 0"zt 691 801 0°Z 9 0°0 9°¢ proiqe moaj sugrenad woli

9*¢¢ %789 £°CL L'y ¢*5 8 LT L"81 T°¢ sunorsuad a3eATid woay

€0z L1t 8 1T 7°6 6°S 6°7 £°Z1 g-1 "f3xedoid moag

S 8°'c Z°9 7°g T°1 L°2 T 9°9 LEeTi

Z's $ 86 S €L 9° 981 0°0 271 S 0T 0°S% pafodual313s -

8" 19 9497 6 T6E L-T6L 091 £°8¢ $*zZL €692 | aokordug

S 1L 6°89¢ 2 1LY £°£86 1°ST Z2°€8 1*vg 6" 00€ ¥1om WOIJ

6" TTZ 9" €05 0" 61§ €°4T0°T A4 $" 66 9°0£T S~ 8TE ISWOPUF 1DJSURI)-DIF
_ 3WOIVE L1Tme3 3o adanog

ITemag JTOH JTeua C L oTeuta JTEH oTERa g ITEH E
peay paly peoy pade-uoN pEoy pady- ~ pEoy pase-uoN
SOTTTGRY [PI0L SBF[JUR} I00g

6961 .ﬁmwm 30 xag pue 283y £q s9T[ymeg [PI0L pPuf 100 IRJSUBRII-2XJ 10J

amoouy jo s2anog Aq Iwodu] AyIuoy aBexasy

1)

ST1°G 9T9®lL

61




B ELIC

¢"C01 L7011 At L°6Y 8°69 L°%9 AN N | SaAaTleTa1 jJo Jioddns woxaj
G706  TTLYE 0°08Z  Z°TET p' I8 16T 0°0 8 6LT peoaqe moij suorsuad moig
0°£9¢ 9°18C C*LIC 6°0C¢ 1°6L C'TIT1 8 6%1 0°8%¢ suorsuad 93eatTid woiy
9°Z11 1191 2°S6 9°0TT €LY °8¢ 8°0CT 8°68 £332doad woxg
L7911 6801 0°%8 C°L8 C'tYy £ 0S c'te 1°89 Iayjo jo
- 1°9.L¢ - 6°ThY - 0°60T - L°201 asnods Jjo
88T  0°Z8Y ¥ T6Y  T°%ES 1°65  9°/81 STIYT  TULZE Pe?y joO
MI0oM WOl
2woduT ATTwey JO 2DINOG
aTewa ] 3TeH TrWa] 9TeW ITewoq °TeH oTewag 9TeH
peay po3dy peay pode—uojN peoy paldy peay pode-uoN

SOTTTWERJ €10

S9TTIWe] 1004

(11)

6961 ‘PEoH Jo xo§ pue a3y £q

‘saTTImERj TR0 PUBR 1004 I3JSURI]-21J I10J dwoduy jo 92anog £q 3uaTdyooy iad smoouy ATYyjucl a8eiaay

97" G S1qel

62




The factors differentiating the poor and non-poor aged are next
to be considered. As shown in Table 5.14, income from.work and private
pensions 1s far less frequent among the poor. Income from work
is received by only 27.1 per cent of aged poor families as compared to
74.7 per cent of non-poor families; private pensions are received by 12.4
per cent of the poor, as compared to 31.9 petr cent of non-poor families.
On the other hand, almost 26 per cent of the aged poor received at least
some support from relatives, while a much smaller proportion of all aged
families (13.2%). Thus for poor aged males income from work is only
25.7 per cent of pre~transfer income, and support of relatives plays a
much more important role, contributing 17.8 per cent. The incidence of
poverty is much lower among aged families whose head is employed or who

received a private pension, reaching 24 per cent, as compared to the

overall rate of 46 per cent among aged persons.
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FOOTNOTES

[1] On the other hand we do not have information whether those family

heads who were not employed looked for work during the past year.

[2] For a discussion ;f alternative measures of the adequacy of employ-
ment see Deborah Pisetzner Klein, "Exploring the Adequacy of Employment,"
MONTHLY LABOR REVIEW, XCVI (No. 10, 1973), pp. 3-9; Herman P, Miller,
""Measuring Subemployment in Poverty Areas of Large U.S. Cities', MONTHLY
LABOR REVIEW, XCVI (No. 10, 1973) pp. 10-14; and Sar A. Levitan and
Robert Taggart "Employment and Earnings Inadequacy: A Measure of Worker
Welfare", MONTHLY LABOR REVIEW, XCVI (No. 10, 1973), pp. 19-27.
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6. POVERTY BY CONTINENT OF ORIGIN AND PERIOD OF IMMIGRATION, 1969

Any analysis of the problem of poverty in Israel must take into
account the experience of Israel as a country of immigrants. Sixty-one
per cent of family heads immigrated to the country after 1948 (see
Tables 5 and 6 in appendix). Large differences in educational back-
ground and skills, the vagaries of the time and place and background
that influenced the experience of the immigrants within the country
and the differential ability to adapt to new challenges and new life-
styles, all played a role in determining the extent and composition
of inequality and poverty.

There is reason to expect that the length of residence within
the country would in itself influence the family's relative economic
position. Length of residence may be viewed as a temporary factor,
whose influence eventually declines or vanishes; thus after a period
of adjustment of learning, search, trial and error, the family will
achieve an economic status which is normal in relation to its other
characteristics. On the other hand, length of residence may have a
continuous effect and thus permanently generate income differentials.
It is difficult, however, to isolate the independent role of length
of residence, since it is associated not only with the socio=-demographic
composition of the immigrants, but also with their geographic distribution,
the resources devoted to their absorption both in terms of economic assis-
tance and administrative support and in terms of the economic opportunities
available in the country at the time of their arrival. The latter factors
would work in favor of immigrants of later periods, We make no attempt to
unravel the various factors, but confine ourselves to the examination of

the relative incidence of poverty by continent and period of immigration.

Before transfers, 52 per cent of poor families are from Asia-Africa,
while they represent 36 per cent of the overall population. Their represen-
tation varies by family type; they represent 40 per cent of the aged poor,

a far higher percentage of the working poor (65%) and a still higher per-
centage of the large families (82%). As a result the vast majority of
poor children (77.8%) are of Asio-African descent {see Tables 6.1 and 6.2).
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The over~representation of Asio-African families among the poor
reflects the particularly high incidence of poverty in this group; 26 per
cent, as compared to 13 per cent among families from Euro-America. This
is true for all family types (see Table 6.2). Thus, for example the inci-
dence of poverty among the aged 1s 53.7 per cent for Asia-Africa, as com=-
pared to 36.8 per cent among Europe-America, and among families whose head
is employed it is 17.7 per cent as compared to 4.4 per cent. Among children
the gap in incidence 18 greater still: 30 per cent of Asio-African children
are poor, as compared to 4.2 per cent of Euro~American children, and 8 per
cent of Jewish children of Israell descent (see Table 6.1). Similarly, the
poverty gap per family i1s far greater among AsiS-African families. The
average poverty gap for Asio-African families is IL 143, as compared to
IL 107 for Euro-American families. Thus, not only is the incidence of
poverty much greater among Asio-African families, but also the depth of

poverty.

When Asia-Africa is considered by subgroups, we find that the
incidence varies between groups, and is particularly high among North
African immigrants reaching 33.6 per cent among families, and 39.5 per
cent among children. However, the incidence in each of the subgroups is
higher than in Europe-America (see Table 6.3).

The effectiveness of transfers differs significantly by continent
of origin. The decline in poverty is greater among Euro-American
than among Asio-African immigrants. This pattern may be related to
the differential effect of transfers by family type. We found that
transfers were far more efféctive among the aged than among familles
with employed heads,and the poor from Europe-America concentrate much
more among the aged: Alternately, the differences may be associated
with the effectiveness of transfers in reaching the various ethnic groups.
At all events, the effect of transfers was to widen the gap between Asio-

African and BEuro-American families.

There is an overall decline in poverty with length of residence

(see Table 6.1). For example among Euro-American families, incidence drops
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from 10 per cent among families who immigrated after 1961 to 7.7 per cent
among those who immigrated up to 1947, Among Asio-African immigrants
the incidence declines from 32.8 per cent to 17.2 per cent respectively.
However the gap between Asio-~-African and other families remains equally
significant at all periods of immigration. For example, among families
who immigrated between 1948 and 1954 the incidence 1s 24,5 per cent for
.Asio-African families as compared to 15.2 among Euro-American families

and 20 among Euro-American families
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7. POVERTY BY AREA OF RESIDENCE 1969

Information as to the geographic distribution of the poor is impor-
tant for the planning of socilal services. Area of residence however may
also be a determinant of the economic opportunities available to the family.
Its role may be viewed statically in terms of the differential economic
opportunities in different areas at present, or dynamically in terms of
how the initial residence of the immigrants and the subsequent pattern
of internal migration effected their prospects to improve their own

economic position and that of their children.

Following the practice of the Central Bureau of Statistics we
classify towns by size of the population and date of establishment,
We distinguish between the three largest cities, veteran towns, founded
prior to the ‘establishment of the State in 1948,and new towns, sometimes
called immigrant tawnsEl] founded after 1948. The latter two categories
are divided into towns with a population over 10,000 and those with less

than 10,000 persons.

In each of the areas there is a significant concentration of the
poor (see Table 7.1). Almost 40 per cent of poor families are concentra-
ted in the new towns; 31.4 per cent in the three big cities and 28.3 per
cent in veteran towns. The breakdown of poor children is somewhat different;
the proportion of immigrant towns 1s far larger, reaching 53 per cent of
poor children., The relative concentration of poor children is particularly
significant in the small immigrant towns, in which live 11.3 per cent of
all poor children, as compared to 6.4 per cent of poor families,

The 1incidence of poverty varies by date of establishment and size
of the community. The incidence of poverty in new towns is almost twice
that in the three large citles and veteran towns, and within new and veteran
towns the incidence is much higher in the smaller towns. This explains
the par?;Tularly high rate of poverty, 39 per cent, in small immigrant

towns,
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Table 7.3 Anti-poverty Effect of Transfers by Area of Residence, 1969

Area of
residence

Three largest cities
Tel-Aviv

Jerusalem
Haifa

All new towns
Up to 10,000 persons
Over 10,000 persons

All veteran towns

Up to 10,000 persons
Over 10,000 persons

Non-Jewish towms

Total

* Per cent taken out of poverty

Families

42
43
42
38

27
31
26

34
49
32

33

Persons

39
36

45
34

27
34

25

27
27
27

32

76

Children

31
24
42
18

27

34

25

16

18

25

Per cent reduction
in poverty gap

67
65
66
72

60
58
60

63

66
60

63



As we have already noted, incidence is generally higher among
children than among families. However, the incldence of poverty among
children relative to that among families differs from area to area.

Only in Jerusalem and in immigrant towns 1s the incidence of poverty among
children considerably higher than among families. 1In Jerusalem the inci-
dence of poverty among children is 25.0 per cent, as compared to 1l7.2 per-
cent among families. In new towns, the incidence among children rises to
35.5 per cent and reaches 50.7 per cent in small immigrant towns. These
rates sharply contrast with the low rate of poverty among children in
Haifa and Tel-Avivy

The anti-poverty effect of transfers tends to be inversely related
to the pre-transfer incidence of poverty. Areas in which the incidence of
poverty i1s highest benefit least and thus the gaps by area of residence are
exacerbated (see Tables 7.2 and 7.3). This fact is associated with the dif-
ferences by area of residence and the composition of the poor; those groups
that benefit the most from transfers are concentrated in the largest cities,
and those that benefit the least - in immigrant towns. In the three largest
cities and in the veteran towns, the aged constitute 29 per cent of all poor
persons. Their representation is particularly high in Tel-Aviv (38.6%),
while in immigrant towns they are only 14.8 per cent. Conversely, large
families are 30 per cent of poor families in immigrant towns, while only
14.5% in the three largest cities and 16.8 per cent in the veteran towns.
The breakdown of the working poor is similar to that of large families.
\Among children the effect of transfers 1s somewhat different. Transfers
are least effective among children in veteran towns and are particularly
effective in Jerusalem (see Table 7.3). We have no readily available

explanation for this pattern.
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[1)

[2]

FOOTNOTES

New towns include also cities and towns founded before 1948,
but which received the major influx of population shortly

afterwards.

We have considered two additional categories: the three lar-
gest immigrant towns, Ashdod, Ashkelon and Beersheba; the
second category combines a number of towns which are expected
to have a high incidence of poverty. This category includes
in addition to many of the smaller immigrant towns, a number
of towns established before 1948. 1In the three largest immi-
grant towns the incidence 1s 25 per cent, and in the second
group, 35 per cent. In both cases it is significantly higher
than the overall average, but still lower than the incidence

in immigrant towns with up to 10,000 persons,
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8. POVERTY BY FAMILY SIZE 1969

Forty-two per cent of poor families are families with children,
In Israel a distinction has been made between families with 1-3 children,
and families with 4 or more children, referred to as large families.
Both groups constitute an equal proportion of all poor families, (21%);
it follows that among poor children, large families have a far greater
weight. Seventy-five per cent of poor children are from large families,

and one half are from families with 6 or more children (see Table 8.1).

As may be expected, the incidence of poverty rises consistently
with the number of children. Still the distinction between families
with 1-3 children and families with 4 or more childrem appears to be
somewhat arbitrary. True, the incidence of poverty in the former is
far lower than in the latter, but the difference between families with
l=2 children and families with 3 children iF no less significant. The
incidgnce more than doubles from 6 per cent among families with 1-2
childfen to 14 per cent among families with 3 children. Again, among
families with 4 or more children the incidence varies considerably,
rising to 25.6 per cent among families with 4-=5 children, then rising
steeply up to 52.9 per cent among families with 6 or more children.

Already in 1969, large familles were more favorably treated under
some transfer programs, such as child allowances. For employees the
allowance per child was IL 12.50 for each of the first four children, and
rose up to IL 17.50 for the seventh child. The self-employed received
no allowance whatsoever for the first three children. 1In the aggregate,
however, we find that there are only slight differences in the effect of
transfers on the number of families or children in poverty. The decline
in the poverty gap is somewhat greater among large families - 59 per cent

as compared to 43 per cent among families with 1«3 children (see Tables
8.2 and 8.3).
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Table 8.3 Anti-poverty Effect of Transfers by Number of Children in Family, 1969
Number of
children Per cent taken out of poverty Per cent reduction
in family in poverty gap
Families Persons Children
No children 39 40 - 75
Families with children 26 26 25 51
1-3 children 25 26 25 43
1 child (30) 32 (30) (60)
2 children 17 19 17 41
3 children 28 28 28 35
4 or more children 27 26 25 57
4 children (42) 44 42 (56)
5 children (18) 18 17 (56)
4 - 5 children 29 29 27 56
6 or more children 26 24 24 57
Total 33 29 25 63
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9, POVERTY AFTER TRANSFERS AMONG JEWISH POPULATION - 1964, 1969

" In this section we examine changes over time in the extent and
pattern of poverty. Ideally, in an analysis of this kind a distinction
should be made between pre~tax and transfer poverty and changes 1n the
redistributive impact of taxes and transfers. Changes in pre-tax and
transfer poverty are influenced by a wide range of factors, such as
Ehanges in the distribution of earnings, in the rate and pattern of

labor force participation and in the demographic characteristics of
the population. The latter may take the form of changes in age or family

size distribution, changes in the proportion of either old or particularly
young independent units, or changes in family stability and thus in the
number of one~parent families. In addition to the trend in these factors
there may be cyclical fluctuations associated with the rate of economic
activity. Changes in after-tax and transfer poverty are influenced by
changes in the structure and level of either taxes or transfers and by

the efficiency with which these policles are implemented. Many of these
secular forces are long-ranged and should therefore be viewed over a period
of 15 to 20 years. As no such appropriate data for the entire population |
is available, we have had to confine ourselves to a five-year period, bet-
ween 1964 and 1969. In both years there is a similar rate of employment,
thus the chances of the data being biased due to cyclical factors are red-
uced. Furthermore, data which accurately distinguish between income before
and income after taxes and transfers are alsoc unavailable. The analysis
has thus been confined to a comparison based on after-transfer inL%Le.
Finally, in order to perform an analysis of poverty over time, we must
define poverty lines that are comparable for all years. One approach is

to define the poverty line as a given percentage of some measure of the
overall standard of living; the measure used here is median gross income

per standard person (see Table 9.1, Footnotes a and b).

Examining the changes in poverty between 1964 and 1969 on this
basis, we find that no major change took place. The proportion of fami-
lies in poverty or near poverty is stable, while the incidence of poverty
among persons and children slightly declines, in absolute
terms the population in poverty or near poverty increases. The poverty

gap in real terms slightly declines, but the near-poverty gap increases;
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both the poverty and near-poverty gaps decline as a percentage of either
total income or income of the top decile, implying that the redistributive
effort required to eliminate the remaining poverty is lower in 1969,

Changes In The Composition Of The Poor

The major changes observed in the composition of the pcor are an
increase in the share of the aged and a decrease in the share of the work-
ing poor (see Table 9.2). These changes overlap, since the increase in
the share of the aged occurs for the most part among families whose head
is unemployed, while the share of non-aged families whose head 1s unem-
ployed is almost constant. The share of large families (with 4 or more
children), and in particularly those whose head is employed, declines
significantly. The proportion of large families with unemployed heads,
although somewhat higher, is still insignificant.

The trend in the rate of poverty and in the composition of the
poor are related to changes in demographic patterns and to changes in
the incidence of poverty within various demographic grnups} Between
1964 and 1969 the share of the aged in the overall population Increased.
At the same time the rate of employed family heads declined from 86.8
to 8l.5 per cent; the main decline is among aged heads, from 44 to 34
per cent, while among the non-aged the decline is small and perhaps even
ingignificant (see Table 8.4). As a result, the overall incidence of
poverty and the share of the aged among the poor should have increased,
had there not been an offsetting decline inlincidence. We find, how-
ever, that the incidence of poverty declines in all groups, the decline
being greatest among £§Ed persoﬁs who are employed, reaching 36 per cent,
To separate the effects of these opposing trends we apply the 1964 demographic
distribution and labor force participation rate to the incidence of poverty
in each group in 1969, and £ind that the incidence of poverty would have
dropped to 9.7 per cent in 1969, Thus, the stability of poverty 1s the
result of demographic changes that offset significant declines in incid-
ence within certain groups. However, the decline in incidence is
insufficient to prevent an increase in the share of the aged. One reason
is that the decline in incidence is greatest among the employed, who rep-
resent & relatively small proportion of the total aged in 1969. 1In thg

case of large families the decline in incidence 1is also concentrated among
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the emploved. However, here the decline 1s of far greater significance,
since the majority of large families belong to this group. As a result
the drop in overall incidence in large families is twice that among the
aged., Furthermore there is no offsetting rise in the share of large fami-
lies in the total population, and the decline in labor force participation

is very small.

These findings are sensitive to some extent to the level of the
poverty line. When the near-poverty line is used, we find that there
18 no change in incidence either among the aged or the non-aged. Among
large families, however, there is an equally significant decline and the

changes in the composition of the poor are similar.

Changes in Labor Force Participation and Familly Size .

Given the change in the weight of large families and of working
families, we consider more closely the changes in the incidence of poverty
by labor force participation and by family size, and the trends in
the distribution of the poor by family size. As we have noted, labor force
participation of family heads declines between these years. The decline in
labor force participation 1s reflected mainly in the increase of the propor-
tion of families with no earners (9.8 - 13.6%,/see Table 9.5). The decline
concentrates mainly among families with one earner, while the percentage
of families with two or more earmers increases. This is due to a slight
increase in the participation of secondary earners, In the distribution
by weeks of work there is little change and in fact the percentage employed
50 to 52 weeks increases (Table 9.6; see also Appendix Tables B.7 and B.8 for
near-poverty line). These changes may be related to the fact that the decline
in labor force participation is largest among the aged poor, and to the fact
that the proportion of the aged among the working poor declines from 15 to 11
per cent. The majority of families in which the head is aged and employed

have one earner, and a less regular employment pattern. Thus the decline

in the proportion of aged families reduces the percentage of one earner

families and increases the weight of families whose head is fully employed.
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The decline in the weight of large families among the poor takes
place both among families with 4-5 and 6 or more children. Correspondingly,
the share in the percentage of families with no children and 1-3 children
rises. In the latter the rise is particularly sharp (17.8 - 23.1%). There
is no parallel ghift in the composition of the overall population and thus

‘this pattern is a result of the pattern of changes in incidence. There is
a significant decline in incidence both among families with 4 or 5 (24.4 -
17.1%) and 6 or more children, (40.0 - 36.8%), while among families with
1-3 children there is an increase from 4.0 to 5.6 per cent (see Table 9.7,

see also Table B.9 for near-poverty).

Changes in Poverty by Area of Residerice and Continent of Origin

5

The distribution of the poor by area of regsidence undergoes no
dramatic change over this period, though there is a decline in the share
of large cities from 36.6 to 28.9 per cent and a rise from 34.4 to 41.4
per cent in that of new towns. The rise in the share of new towns is
concentrated in towns with a population of 10,000 or over, while the (2]
share of towns with a2 population of less than 10,000 declines. These
changes in the distribution of the poor are consistent with the trends
in the area distribution of the overall population. They are reinforced
however by trends in the incidence of poverty. The incidence of poverty
declines in large cities, is stable in veteran towns but increases in

immigrant towns. (See Table 9.8 and B.10 for near-poverty).

Despite the Increase In the share of families from Asia-Africa in
the total population, there is little change in the composition of the
poor by ethnic origin (see Table 9.9). The reason is that there is a
small decline in incidence of poverty among Asia-Africa (20.6% to 18.1%)
and a rise among Europe-America (6.6% to 7.5%) while incidence among
Israeli-born 1s constant. The change in the incidence of poverty varies
with the period of immigration. For Asia-Africa the decline for example
is much greater among those who immigrated after 1961 (37.0% to 24.3%)
and for Europe-America there are declines in some groups and rises in
others (see also Table B.ll for near-poverty).
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FOOTNOTES

tl] Data on income before transfers are not available for 1963/64.
Taxes have been imputed, for both years, however the informaEion
required to make these imputations is not available in full, During
this period there were significant changes in the tax base by income
groups, that cannot be ascertained from the surveys. Thus the most

reliable basis for evaluating changes over time is income before
taxes.,

[2] Part of the shift of poverty out of small towns may simply

reflect the reclassification of these towns as a result of population
growth. In a number of towns the population grew from below to above
10,000, requiring their reclassification,
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10, LOW INCOME AND OTHER MEASURES OF DISADVANTAGE, 1969

In this section we consider additional indicators of socio-
economic status: consumption patterns, housing density and ownership,
health insurance and participation in school and labour force of
youth age 14-17, This list is by no means conclusive and our

discussion of those items included in it will be cursory.

The examination of these factors is of interest from various
points of view. They provide us with a more complete picture of
the life style of the poor as compared to that of the non-poor.
We also get some notion of the degree of overlap of the various
components of economic welfare and in particular of their link with
income, This has direct implication for the distribution of welfare
in the population as a whole: To what extent are the problems of the
poor multifaceted, and to what extent do the non-poor have problems
other than income. Finally we are informed as to the effectiveness
of income and family size in predicting other dimensions of low

soclo-economic status,

In Table 10.1 we present the consumption expenditures of the
poor and non-poor by category. The definition of consumption
eéployed here is quite extensive and it includes the imputed value
of services from ownership of & home or motor-vehicle as well as
goods received in kind from the employer or from self-employment,

The lower level of consumption among the poor is associated with

a shift in the pattern of consumtion. On the average, the
consumption of a poor family 1s 43.2 per cent of that of the
non-poor, The poor devote a much larger portion of consumption

to food than the non-poor. They spend relatively more on housing
and less on all other items. One way of expressing these differences
is in term of the ratio of consumption between the poor and the
non~-poor. The consumption of food of the poor is 65 per cent of that
of the non-poor while it declines to approximately 20 per cent for

education, entertainment, transportation, cigarettes and other services,
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There are of course many factors associated with these patterns.

Thelr interpretation is complicated, for example, by the availability
of health education and housing services at subsidized prices. Thus
there is no simple link between expenditures on housing, education and
health and the real quantity or guality of consumption on these

items. In Table 10.2 we consider three additional indicators that in
and of themselves have welfare significance and that shed some light

on the expenditure date.

Health insurance in Israel is very wide spread. It is provided
through the Histadrut, the major labor union and through a number of
semi-private health insurance funds. In most cases the availability
of health insurance is directly linked to the provision of health
services. The rate of payment to these services is geared to the
level of family income., In the overall population 93.2 per cent of
family heads were insured while among the poor 88.4 per cent., The
rate of insured persons varies somewhat with family type. It is
higher among large as opposed to small families and among the non-
aged as opposed to aged families, It must be remembered that in
focusing only on the number insured we do not take into account
differences in the coverage of the various insurance plans or the

quality of the services provided.

Housing density is one measure of the quality of housing
services. We use 3 or more persons per room as the criterion for
overcrowding. On this basis we find that 7.9 per cent of the non-
poor were in over—-crowded conditions as opposed to 16.2 per cent
of the poor. Home ownership may be significant as an indicator
both of the economic security of the family and of its accumulated
assets or net-worth, It has particular significance in Israel
because of the limited availability of adequate low rental housing
and a popular predisposition for home ownership. In addition the
ownership of a home has been one of the few means availlable for .
protecting oneself against the high rates of inflation that are
common., Here too, we find that there is a significant difference
between the poor and the non-poor. Almost twice as many non-poor

families own thelr owm home. It should be emphasized that the vast
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majority of families who do not own their homes are subject to a special
form of rental known as key-money which does offer them some of the

1]

privileges and benefits assoclated with ownership. Even if we

exclude this group, however, we find a& similar gap between the poor

and the non-poor: 12.7 per cent of the poor live in rental units as
opposed to 3.6 per cent of the non-poor. (See Tables B.l2 and B.1l3

for the overall distribution by housing density and B.1l4 for the
distribution by residential status.) There are significant differences
by family type. The incidence of overcrowding is much higher for
families with 4 or more children reaching 56.1 per cent among the poor,
and it is only a bit lower among the non-poor. For small families the
incldence of overcrowding is much lower, but there are very significant
differences between the poor and the non-poor. With respect to home
ownership the relative position of large and small families is somewhat
different., Among the non-poor 73.9 per cent of small families own their
home as opposed to 49.4 per cent of large families. Among the poor the
rate 1s much lower for both groups, however, a larger percentage of
large families own their homes. As with desity and health insurance
the gap between the rich and poor is much greater for small families.
Thus low income would seem to be a much more effective indicator of
low economic status for small families then it is for large families.
Among the aged the overall rate of home ownership is 50.7 per cent

to 63.8 per cent for the non-aged. There is a significant gap

between poor and non-poor for both groups, however, it is greater

for the non-aged.

The measures that we have employed up to now relate to the
present status of the poor. Educational achievement of one's children
is also related to a families' current welfare, however it is also
assoclated with the future welfare of one's children. As such it
provides a measure of the extent to which poverty status is inherited
and of the extent of equality of opportunity, As may be seen from
Table 10.4 the percentage who drop out of school and labour force is
much higher among the poor. 38.2 per cent of youth aged 14-17 are not
studying and the majority of these are also not employed representing

27.8 per cent of all poor youth., Among the non-poor only 10.4 per cent
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are not studying and not employed. Among those studying there are
significant differences in type of school., For example 42.0 per cent
of the non-poor are in a college oriented curriculum as opposed to
20.0 per cent of the poor. . These differences suggests a significant

link between poverty status and the life-time prospects of the
children of the poor. Any attempt to deal with the problem of

poverty must address itself to this link,
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FOOTNOTES

[1] Rights to key-money - When the family who lives in a rented
dwelling has rights to key-money, they are entitled on leaving
the dwelling to receive key-money in an amount equal to two-
thirds of the selling price from the next occupant or owner.,

In most cases this right 1s available to cccupants who paid
"key-money' when they entered the dwellings, but there are
additional cases of families living in their dwellings a long
time, In addition, the Tenants Protection Law applies to them
enabling them to remain in thelr dwellings for for as long as
they so desire and setting a maximum to the rent that may be

requested by the owner.
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APPENDIX A: THE REPORTING OF TRANSFERS IN THE FAMILY EXPENDITURE SURVEY

Transfers

All transfer estimates in this study are based on direct reporting
by families, with the exception of Employees' Children Allowances which
were imputed. Similar surveys carried out 1n other countries, have rev-
ealed that there is a large extent of under reporting of transfers. We
have found thus that it necessary to test the reliability of the
reporting in the Family Expenditure Survey, and hence the accuracy of
our estimates of the effect of the transfer system on poverty and inequality.
For this purpose, a comparison has been made between the reporting in the
survey and official reports on transfer payments and recipilents and a
gsimilar comparison haé been made for taxes which are presented in Tables
1l and 2. Discrepancies between the two sources may be due either to
failure to report receipt of a specific transfer or to misreporting
of teh sum received. We have therefore compared both the sum of the
payments and the number of recipients. Furthermore, the family may

have reported the transfer in the wrong category.

Such a comparison has certain limitations:

a) The survey includes the urban population only, while the available

official figures on transfers refer to the population as a whole.

b) The official data are not directly consistent with the period of
the survey and we have therefore made some adjustments which may

not be entirely satisfactory.

¢) The definitions of transfers do not always coincide. In the case
of welfare, for example, the distinction between regular monthly
support and other forms of support in the survey does not entirely

coincide with the information from official sources.

Taxes

Income tax and National Insurance contributions alone have been
compared.' The original data on taxes in the survey were based on
annually imputed estimates by the Central Bureau of Statistics. We

made our own estimates by computer, using the same instructions and
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assumptions, but correcting for some errors in the original estimates.

Summary of Comparisons

Taxes In the case of National Insurance contributions reporting

reached 90 per cent, which is‘equivalent to the share of urban families
in the total population. Reporting of income tax was lower, 75 per cent.
The difference may stem from the fact that we did not include in the tax

base income from property, pensions or National Insurance benefits.

Transfers Sum of payments: in the total, there was large simi-
larity between the sources. In total Welfare payments, the reporting
was almost complete, and in total National Insurance reporting was high,
However, within specific categories the differences were often greater,
The correspondence was greatest for Employees' Children Allowances and
gomewhat lower for Old-Age benefits Reporting of Disability benefits,
is far lower, possiﬁly because they were included in part in other
transfers. The reporting of Large Family Allowances may appear to be
low, however, it should be born in mind that relative to other transfers,
urban families here comprise & lower portion of the recipients. It was
found that 74 per cent of total recipients of Large Family Allowances
belﬁnged to the urban population as compared to 94 of recipilents of
Old-Age and Survivor benefits. Thus the reporting of Large Family Allow-
ances was in effect no lower than reporting of 0ld-Age and Survivor
benefits.

In the reporting of Welfare, differences were again found to be
larger with respect to the specific categories, and in particular 0ld-
Age Grants. This category involves special problems, since in the period
included in the survey, the payment of 0ld~Age Grants was transferred

from the Ministry of Welfare to the National Insurance Institute.

Number of recipients: The ratio between the number of recipients
in the two sources is similar to that between the payments. This explains
the similarity of the average transfer per recipient in both cases. Thus,

the amounts reported by recipients appear to be accurate and to the extent

that there is under-reporting it is due to non-reporting.

108



Table A.1l Taxes as Reported in Family Expenditure Survey and Official Sources, 1969

Total tax (IL million per month)

Survey Official Rate of
Type of tax reporting sources [a] reporting
(per cent)
Income tax and compulsory loans 79.8[b] 108.5 73.5
National Insurance contributions:
Employee's share 9.6 11,0 87.3
Employer's share 24.5 26.0 94,1
[a] Source: For income tax, complusory loans and property tax: State Revenue

Administration, Annual Report, 1969/70.
1968/69 data were weighted as 7/12, and 1969/70 as 5/12.
For National Insurance: National Insurance Institute, Annual Report 1970/71,

(b] Does not include taxes on*income from property
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Table B.8 Familiealby After-transfer Poverty and Near-pcverty,Statusty Number and Composition
of Earners, 1964: 1969, Jewish Population: |
Families in poverty Pe} cent distribution Incidence of poverty (%)
or near-poverty (ths) ’
1964 1969 1964 1969 1964 1969

Earners

No earners 33.9 45,6 32.7 38,1 63.8 55.5

One earner 56,7 50.0 5446 50,2 17 o & 18.6
head 52.7 54,3 50.7 45.4 16.8 17.9
spouse (2,9) (2.2) (2.7) (1.9) (41.3) (33.4)
other (1.1) (3.5) (1.1) (2.9) (19.6) (27.3)

Two earners 15.5 11.7 12.0 9.8 8.7 7.3
head and spouse 10,4 (3.6) 10.0 (3.0) 8.0 (3.4)
head and other (1.3) 6,2 (1.3) 5.2 (18.4) 13.7
others (0.8) (1.9) (0.8) (1.6) (14.9) (24.1)

Three or more earners (0.8) (2.3) (0.8) (1.9) (3.4) (6.1)

Total 103.9 100.0 100.0 19,1 19.9

[a) See F.N, Table B.7.
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