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On the eve of Hanukkah, the festival of lights, the Shoresh Institution sheds
light on the state of education in Israel and its socioeconomic impact in the

Shoresh Handbook 2017-2018 by Prof. Dan Ben-David.

The Shoresh Handbook: Education and its Impact in Israel, with one graph per page anda brief
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historical vantage points. Among the nain highlights in the Shoresh Handbook:

While birth rates among Haredim (ultra-Orthodox Jews) remain much higher than those
of religious Jews, which in turn are higher than those of secular Jews, the gaps in first

o
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grade enrolment that had reflected these fertility differences until 2009 have disappeared

entirely since then (pg 87).

Haredi children moving to religious schools, and more children - in general - to
secular schools

The enrollment decline among Arabic speakers is due to a ANNUAL CHANGES IN FIRST GRADE ENROLMENT

decline among the Muslims and Druze, and a substantial BY SECTOR AND PERIOD, 2000-2016
slowdown in the enroliment increase among Bedouins. Arabic JEE Tl Jewish
A decomposition of the Jewish groups and time periods speakers Haredi religious secular

4.2%

provides an interesting perspective that does not coincide with
much of the conventional wisdom in Israel.

In the years 2000-2009, Haredi enrollment in first grade
increased by 4.2% a year. Enrollment in the religious schools 3.0%
increased by 1.2% a year, while it was 0.3% in the secular schools
during this period. These are children born between 1994 and
2003. The annual changes in enrollment reflect the fertility
differences in these groups.

Haredi birth rates began falling in 2003, though they
remained far above those of the religious Jews, which remained
higher than the birth rates among secular Jews. Despite the
differences in birth rates, annual changes in first grade

2000-2009 D0 2000-2009 2003-2016

enrollment since 2009 have been nearly identical for all three

02%

groups. In light of the differences in fertility between the groups,

it is likely that many Haredim now register their children in non- Source: Dan Ben-David, Shoresh Institution and Tel-Aviv University

. 'e Mini .
Haredi religious schools. The higher rates of change in secular Data: Israel’s Ministry of Education

school enrollment in recent years may be due to religious Jews

and possibly Arabic-speaking children who now also register in secular schools. To the extent that these changes in enroliment reflect
the kind of shifts between streams described above?, this may reflect a growing realization among Israeli parents of the importance of
providing their children with a more adequate education - one that will better prepare them for work in a competitive economy.

* Accurate data from the education ministry that could corroborate this conjecture is unavailable.
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Israel ostensibly has one of the most educated populations on the planet. The country
ranks third in the world in terms of the average years of schooling per person (pg 28) -
yet it has one of the lowest rates of labor productivity in the developed world (pg 5) and
it has been falling further and further behind the leading developed countries for four
decades (pg 3).

Prof. Ben-David points out that the primary problem is Israel’s fixation on the quantity of
education (years of schooling, number of degrees, etc) rather than the quality of
education. While the relationship between years of schooling and economic growth is
weak (pg 34), there exists a very strong link between education quality and growth (pg

35).

A decade ago, prime working age full-time employees with 13+ years of schooling earned
60% more than such employees with less than 13 years of schooling. Today, the more
educated employees earn nearly double the hourly wage of the less-educated employees

(pg 20).

Societies seeking greater social mobility for future generations need school systems able
to minimize the strong link between maternal education and children’s achievements.
Israel’s education system not only produces average achievement levels near the bottom
of the developed world, it’s education system has proven to be far less capable of
reducing the link between maternal education and pupil achievements than the ten
countries with the highest average national achievement levels (pg 62).

The higher the mothers’ education, the higher the pupils’ scores

Children’s scholastic achievements are highly GAPS IN GRADES RELATIVE TO PUPILS WHOSE MOTHER MATRICULATED FROM HIGH SCHOOL
correlated with their parents’ education. PERCENT GAPS, BY MATERNAL EDUCATION LEVEL
Particularly important in this regard is the mother’s
level of education. While this link exists across the
entire developed world, it is particularly strong in
Israel.

More educated parents are better able to assist
their children directly, and since they also tend to have

o %
higher incomes, they can live in areas with better 3% 3% 2%
schools and purchase tutoring assistance when .-_
needed. 1%
Thus, education can be considered a market 4% -2%
/0
failure in economic terms — with major policy 6%
implications. If a country wants to create a more
equal opportunity labor market, and improve the
subsequent socioeconomic maobility later in life, then -13% M israel )
i o X M 10 leading countries with highest scores
it needs to begin with schools that help pupils T
overcome what the parents of many are unable to o
provide. -20%
Part of Israel’s education budget does indeed no. primary lower upper tertiary ) academic
id hools wh education secondary secondary |non-academic|  degree
provide more resources to schools whose parents are ) (no matriculation)
relatively poorly educated. But the magnitude of this " Ten leading countries: Canada, Estonia, Finland, Hong Kong, Japan,
portion of a schoal’s budget is small compared to Korea, Netherlands, Singapore, Switzerland, Taiwan
mitigating factors that operate in the other direction - Source: Noam Gruber (Shoresh Institution research paper, 2017)
from teachers with higher academic degrees receiving Data: PISA 2012

higher salaries while working in some of the better school districts, to
parents who can chip in more private money in these areas, as well.

On the mechanics of Israel’s education system 62 The Shoresh Handbook
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1 As more and more Israeli women gain an academic education, not only do their wages
rise, so do their employment rates (pg 18).

Employment rates of women are highly
correlated with their levels of education. Not only
do women with 16 or more years of education

The higher the education level of women, the higher their rates of employment

*
FEMALE EMPLOYMENT RATES, 1970-2015
BY EDUCATION LEVELS, 35-54 YEAR OLDS

100%
have the highest employment rates, these
employment rates have risen by 20 percentage 90% 16 —_—
points since 1970. 0%
As women have become increasingly more
educated in Israel, the impact on female 70% 4% ——
employment has been substantial. While only a W _—
third of all prime working age women were 60%
employed in 1970 (compared to an average of over . 9-10
45% in the G7 countries that year), nearly 75% of
i 40% a o
these women are employed today - just above the
G7 average.
/ s 30% —
- <
10% —
0%
1970 1975 1980 1985 1980 1995 2000 2005 2010 2015
* As of 2012, the Central Bureau of Statistics changed the estimation
methodology in labor force surveys.
Source: Dan Ben-David and Oren Tirosh, Shoresh Institution
Data: Israel’s Central Bureau of Statistics
The quantity of education and its labor market impact 18 The Shoresh Handbook

1 Thereis a very strong relationship between the level of education and hourly wages (pg 21).

Occupational choices, areas of study,
experience and other factors play a role —
sometimes a major one - in determining wages.
Underlying all of these are the educational
foundations that a person possesses.

As a general rule, wages tend to rise with the
level of education. Individuals with little or no
education earn barely more than the minimum
wage. Completion of high school leads to a major
wage increase. Attainment of an academic
education provides another major step up on the
wage ladder.

The higher the education level, the higher the wages

HOURLY WAGES BY EDUCATION LEVEL
FULL-TIME EMPLOYEES, AGES 35-54, BY HIGHEST ATTAINED LEVEL OF EDUCATION, 2015
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* high school matriculation
Source: Ayal Kimhi, Shoresh Institution and Hebrew University
Data: Israel’s Central Bureau of Statistics
Shoresh Institution for Sociceconomic Research 21 The quantity of education and its labor market impact
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1 The choice of academic field of study and academic institution greatly affects subsequent
wages (pg 22).

Quality of higher education and academic field of study have major effect on wages

The choice of what to study in higher AVERAGE HOURLY WAGES BY ACADEMIC DISCIPLINE

education, and where, plays a critical role in FOR SALARIED EMPLOYEES, COMPARISON OF UNIVERSITY AND COLLEGE GRADUATES, 2008
subsequent earnings. According to the

Ministry of Economy and Industry, there is computer science
only one person available for every three
open positions in the field of computers. With engineering and exact sciences

such excess demand, it is no wonder that
graduates with degrees in computer science
make so much more than graduates in other
fields with lower — or no — excess demand.
The quality of academic studies also has
a major impact on wages, since not all
academic institutions were created equal.
The highest quality of academic studies is
provided in Israel’s research universities. This
fact is recognized by the business sector and

economics and business management
law

life sciences’

. . W research universities
social sciences H non-research colleges
Judaism and humanities

rewarded accordingly. education
Accounting students at universities

20 20 50 60 70 20 90

receive offers for internships following

graduation while still in their first year of " excluding medicine

studies. Many students in non-research Source: Dan Ben-David, Ayal Kimhi and Moty Citrin, Shoresh Institution
colleges have difficulty finding internships Data: Israel’s Central Bureau of Statistics

even after graduation. Evidence of the large

discrepancy between law students in the various institutions is provided in another section below, dealing with issues of quality versus
quantity of education. Bental and Peled (2016) find that the quantity of graduates with science and technology degrees actually
equals the demand for these in Israel. The fact that the business sector does not consider many such graduates as relevant candidates
for open positions is indicative of the relatively low quality of education provided by a large number of Israel’s academic institutions.

The quantity of education and its labor market impact 22 The Shoresh Handbook

1 The choice of occupation — which is strongly related to prior education — greatly affects
subsequent wages (pg 23), with Arab Israelis comprising a disproportionately small share
of the high wage occupations.

Occupational choice has major effect on wages
What one studies and the quality of those AVERAGE HOURLY WAGES BY OCCUPATION, 2015
studies determines the kind of job FULL-TIME EMPLOYEES, AGES 35-54
opportunities available in the job market. 102
Managerial positions, as well as those requiring
academic degrees and relatively high skill
levels, pay more than other occupations.
While Arab-Israelis hold 22% of the lower
paying jobs, they hold just 5% of the higher
paying positions.
Arab Israelis
comprise 5% of
Arab Israelis comprise 22% of these groups these groups
unskilled agents, skilled machine manufacturing, clerical ftechnicians academic managers
workers salesand workersin operators construction workers and professionals
services  agricutture,  and and other associate
workers  forestry  drivers skilled professionals
and fishing Workers
Source: Dan Ben-David and Ayal Kimhi, Shoresh Institution for Socioeconomic Research
Data: Israel’s Central Bureau of Statistics
Shoresh Institution for Socioeconomic Research 23 The quantity of education and its labor market impact
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1 The combination of educational and occupational choices translates in large wage gaps
between males and females, Jewish and Arab Israelis (pg 24).

Education’s impact on wages of women and men, Arabs and Jews is extensive

As shown above, the higher the level of HOURLY WAGES BY EDUCATION, GENDER AND SECTOR

education, the higher the wages. This holds FULL-TIME EMPLOYEES AGES 35-54, BY HIGHEST ATTAINED LEVEL OF
regardless of gender or religion, applying to

females and males, Arab-Israelis, Haredi Jews Females ‘ | Males
and non-Haredi Jews.

W non-academic

That said, the education boost for wages ;
W academic

differs between groups since education quality
and occupational choice matter greatly. Part of

81

the reason that non-academic Arab-Israelis have
such low wages is that 33% of all non-academic
Arab-Israeli females and 46% of all non-academic 62 58
Arab-Israeli males have no more than a primary
school education. This compares with single 45
digits for both groups of non-academic Jewish
Israelis. 27
Among the academically educated women,
over 80% of Arab and Haredi women have no
more than a BA (and a majority of these are

teachers with degrees from teaching colleges),
Arab Israelis Haredi Jews non-Haredi Arab Israelis Haredi Jews non-Haredi

compared to 54% among non-Haredi Jewish
Jews Jews

women. Very few of the Haredi men with

academic degrees received them from research . ) )
Source: Ayal Kimhi, Shoresh Institution and Hebrew University

universities. As shown on the previous page, Data: Israel’s Central Bureau of Statistics

occupational choices play a major role in the
wages received by Arab-Israeli women and men.

The quantity of education and its labor market impact 24 The Shoresh Handbook

to download the complete Shoresh Handbook
to download this press release
(password for both files: shoresh2017)

For details, or to arrange an interview, please contact Prof. Dan Ben-David (054-428-7443)
or Prof. Ayal Kimhi (054-882-0430)
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