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PART III 

International Migration to Israel 
and its Impact1, 2

1. This chapter was prepared by Jonathan Chaloff (OECD) and Josep Mestres-Domènech (OECD). 
2. The statistical data for Israel are supplied by and under the responsibility of the relevant Israeli

authorities. The use of such data by the OECD is without prejudice to the status of the Golan Heights,
East Jerusalem and Israeli settlements in the West Bank under the terms of international law.
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Introduction
Israel joined the OECD on 7 September 2010, becoming its 33rd member. Its accession

to the OECD brings in its train a different model of immigration and provides an

opportunity to compare not only integration policy and outcomes for immigrants, but also

the management and impact of temporary labour migration programmes.

Israel, a country of 7.5 million inhabitants, is built on immigration: since its creation

in 1948, Israel has accepted 2.8 million immigrants, and one in four of today’s Israelis is

foreign-born. The characteristics of immigrants, however, have evolved in the past two

decades, and expanded beyond permanent immigration by Jews and their families to

include temporary labour migration by foreign workers. More recently, Israel has also

become a destination for asylum seekers.

The magnitude and level of permanent migration to Israel has varied throughout the

country’s history, with the two most significant waves having occurred first in 1948,

following independence, and then in the early 1990s, following the breakup of the Soviet

Union. Israel’s immigration rate in the early 1990s was higher than that of any OECD

country at the time, and created significant challenges for labour market and social

integration of those who arrived. Immigration has since declined and over the past decade,

relative to the population, has remained well below the OECD average.

While the permanent migration channel to Israel is not based on economic

considerations, the early 1990s wave of migration occurred during – and contributed to –

rapid economic growth. This growth, following market-oriented reforms since the

mid-1980s and the expansion of the high-tech sectors in the 1990s, has continued, except

for brief slowdowns in the early 2000s and 2008-09, for two decades. Against this

background of continuous growth, Israel also saw the expansion of temporary labour

migration from abroad.

In terms of inflows, temporary migration of foreign workers has exceeded permanent

migration over the past decade. Israel has also registered an increase in undocumented

foreigners – principally overstaying tourists – and, since 2007, a growing phenomenon of

asylum-seeking by Africans crossing the border from Egypt. These groups have contributed

more to the stock of foreign-born in the past decade than permanent migration.

The different flows of permanent and temporary migrants into Israel provide an

opportunity to examine the impact of migration on the labour market outcomes of natives

and on the economy in general. The mass immigration of the 1990s has been widely

studied. Less analysis has focused on the impact of temporary labour migration.

The first part of the chapter begins with an overview of Israeli definitions and

classifications compared with those used internationally, followed by an analysis of

permanent migration to Israel, covering its evolution since the creation of the country

in 1948 and the immigrant integration policy in place. It then compares the labour market

integration outcomes of Israeli immigrants with those of the native-born as well as with
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immigrants in other OECD countries. The second part of the chapter focuses on the

temporary labour migration system. The third part looks more closely into the impact of

immigration – permanent and temporary – on the labour market and the economy in

Israel. The chapter ends with conclusions and a discussion of the implications of the

findings in a comparative OECD perspective.

Key findings
● Although permanent migration to Israel is almost entirely “ethnic”, the characteristics of

immigrants vary widely according to the country from which they come. Overall, they

have tended to be better educated than their Israeli peers.

● In the early 1990s, inflows, mostly from the former Soviet Union, amounted to 10% of the

population at the time. Migration has since slowed to levels below the OECD average,

although one in four Israelis is foreign-born.

● Integration policy in Israel is front-loaded and choice-based, with immigrants receiving

a “basket” of cash payments and vouchers to spend on housing, training and

consumption. Immigrants are expected to complete an intensive language course and

move quickly into the labour market.

● Permanent immigrants move quickly into employment and have higher employment

rates than natives. They do, however, suffer from overqualification, and for most groups,

wages increase with duration of stay but do not converge fully with those of natives.

● The return (or emigration) rates of immigrants to Israel appear low in international

comparison, although emigration of the Israeli-born is significant, especially among the

highly educated.

● Outcomes vary by group, with immigrants from the former Soviet Union showing the

highest employment rates, and Ethiopians the lowest. While Ethiopian employment

rates have been increasing in recent years, their average earnings remain far below the

national average, and have increased less than for other groups.

● Palestinian cross-border workers represented a significant share of total employment in

Israel for many years, until they were largely replaced by temporary workers – not always

documented – from other countries starting in the early 1990s. Foreign workers now

represent around 9% of total employment.

● The temporary labour migration management system is based on a five-year maximum

stay, with workers restricted to a specific sector and with limitations on their mobility.

There are a series of critical problems with the system, primarily illegal fee-taking and

insufficient inspection, with consequent vulnerability of foreign workers and, often, a

real wage below Israeli minimum standards.

● While the large-scale permanent immigration of the early 1990s did not have a

long-term negative effect on the native-born labour market outcomes, there is

widespread concern that temporary labour migration has a negative impact on Israelis.

The empirical analysis of the impact of temporary foreign workers on the labour market

outcomes of Israelis shows a more complex picture, however, with different groups

affected positively or negatively by different categories of foreign workers.

www.oecd.org/migration/imo
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1. International migration and Israel
Israel has two principal channels of migration, and these channels affect the national

classifications used and the statistics produced by the Israeli authorities (Box III.1). The first

is permanent migration, restricted to Jews and their families, and is known as aliyah (ascent).

This immigration is a central tenet and objective of the state, codified in the 1950 Law of

Return (Box III.2), and is actively encouraged. Citizenship is generally granted immediately to

these immigrants, who comprise almost all permanent immigration. Immigration of those

with no family ties to Jews is not allowed, aside from family reunification and marriage to

Israeli citizens. The latter is allowed, although restrictions may be placed on marriage

migration of nationals of hostile countries. Still, almost all foreign-born permanent residents

of Israel have come through the Law of Return and are Israeli citizens. Permanent

immigrants comprise more than a quarter of the Israeli population (Figure III.1), and about

30% of employment. The second channel is temporary labour migration, where the duration

of stay is limited and no change of status to permanent residence is allowed. This channel

comprises foreign workers from the West Bank and Gaza (cross-border workers) and those

from other countries (“foreign workers”).

1.1. The Israeli population is largely first and second-generation immigrants

The State of Israel is built on immigration.1 At independence, the registered

population was 862 000, and the inflows in the following three years were enormous in

relative terms: 26.2% in 1949, 14.5% in 1950 and 12.8% in 1951 (Figure III.2), almost half of

whom came from Middle-Eastern and North African countries. Flows exceeded 2% of the

population in the mid-1950s and again in the early 1960s. In general, immigration to Israel

corresponded to crises in the countries of origin (Figure III.2). In fact, permanent migration

Figure III.1. Share of the foreign-born in total population, selected OECD countries, 
1998 and 2008

Percentages

Note: Information on data for Israel: http://dx.doi.org/10.1787/888932315602.

Source: OECD, International Migration Outlook; Israel CBS. Data for Israel exclude temporary foreign workers. Data for
France are for 1999 and 2008. Data for Slovak Republic are for 2001 and 2008.

1 2 http://dx.doi.org/10.1787/888932440812
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Box III.1. Immigrants, cross-border workers, and foreign workers: 
definitions and sources

Israeli national definitions and statistics on immigrants are different from those used in most OECD
countries, and pose some difficulty when attempting to make international comparisons, and in
interpreting data published by Israeli authorities. This chapter uses the internationally accepted
definitions of immigrants (i.e. the foreign-born), except where noted.

Israeli statistics often separate the population into “population groups”, i.e. Arabs and Jews (or Jews and
others), and labour market statistics are often presented and analysed using this distinction. The Israeli
Labour Force Survey publishes and makes available data only on Arabs born in Israel or in other countries.
For categories of entry, Israel has only two permanent channels: the Law of Return (see Box III.2) and the
Law of Entry. The Law of Return covers a heterogeneous group and includes, for example, family members
of prior entries under the law, individuals with Jewish connections fleeing persecution, Jews coming to
Israel to seek employment or with a prior job offer, eligible tourists or students who change status, retirees,
and ideological or religious migrants. These immigrants are registered by country of birth and country of
last residence, rather than country of citizenship. The second category includes family reunification and
formation with non-Jews or by non-Jewish Israelis, and adoption from abroad. No data on the country or
place of origin is published for the second group. For temporary flows, Israel distinguishes between
temporary foreign workers and cross-border (Palestinian) workers. It also calculates the number of
overstaying tourists.

Statistics on persons entering and staying under the Law of Return are reliable, although no
distinction is made between permanent residents and citizens under this category (i.e. between those
who have naturalised and those who have permanent residence). In fact, no data on the stock of
permanent residents are published, nor are data on naturalisations available. Nonetheless, study of the
integration of immigrants is much facilitated because administrative data not only allow identification
of immigrants by their year of arrival and by their country of origin, but provide details on parental
origins, educational attainment abroad, and occupation in the country of origin. The characteristics of
permanent immigrants are also available in detail; for example, the Labour Force Survey (LFS) contains
questions on country of birth, father’s and mother’s country of birth, and year of immigration (month
of immigration for those immigrating in the past three years), except when the place of birth is the
West Bank or Gaza, which is not specifically identified. Migration stock statistics in most OECD
countries include either all foreign-born residents, or all foreign residents. Israel tends to use the first
definition, although published data cover only the part of the population not classified as Arab, and
completely exclude both legal temporary foreign workers and undocumented foreigners. In Israeli
statistics, this lowers the denominator in any analysis of the proportion of foreign-born in the
population. Separate data on the stock of legal foreign workers, and estimates of foreign workers and
overstayers, are provided by the Central Bureau of Statistics. The Ministry of Interior population
register (“Population Registry”) includes data on citizens, legal temporary and permanent foreign
residents by status and year of entry, but these data are not published. The register also contains
citizens and permanent residents who live abroad. Finally, Israeli analyses generally define
“immigrants” as permanent immigrants arriving after 1990, rather than all foreign-born residents.
However, this chapter considers immigrants in principle to be all foreign-born in line with the OECD standard.
However, if the Labour Force Survey is the data source that is referred to, the statistics only include
Arabs born in other countries among the foreign born. Elsewhere, the statistics provided for Israel do
not include Arabs born outside of Israel who, according to Israeli authorities, represent a small share of
both immigrant entries and of the immigrant population. 

www.oecd.org/migration/imo
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to Israel appears primarily driven by push factors, and is not correlated with economic

growth in Israel as much as with conditions in the country of origin. While many

distinctions in the origins of Israelis continue to be relevant in Israeli society today, the

main division concerning those of immigrant origin is between those who arrived from

Europe and those who arrived from the Middle East and North Africa.

Immigration declined to a trickle from 1973 until an unexpected wave of immigration

in 1990-91, as restrictions on Jewish emigration from the former Soviet Union (FSU) ended.

More than 330 000 permanent immigrants arrived from the FSU in 1990-91, and another

540 000 before the end of the decade, adding about 20% to the population. In 1991 and 1992,

a large group of Ethiopian Jews were also brought from rural areas and refugee camps.

Box III.1. Immigrants, cross-border workers, and foreign workers: 
definitions and sources (cont.)

All analyses of foreign-born in the labour market separate foreign-born Israeli citizens (and permanent
residents entering under the Law of Return) from other foreign-born persons (legal and undocumented
“foreign workers” and cross-border workers). Administrative data on the wages and jobs performed by the
latter two, namely foreign and cross-border workers, are partial and subject to classification errors. Israeli
analyses of the presence of foreign workers in the labour market, such as those by the Bank of Israel, use
estimates. As foreign workers are excluded from public employment (more than a quarter of the total),
Israeli analyses of foreign workers’ share of employment also differ from those of OECD countries because
they are calculated using private-sector employment, rather than total employment.

Estimates of emigration rates and of overstaying by tourists and workers are based on the double-card
system*, although exits and changes in status may go unregistered. This explains some of the wide
variance in estimates of the number of undocumented foreign workers.

* In the double-card system, the Border Authority checks individuals at entry and exit, and individuals who have not exited are
considered to have remained.

Figure III.2. Annual inflows of permanent immigrants in Israel, 1949-2010
Per 1 000 inhabitants (left axis) and in thousands (right axis), 

and main source countries during peak years

Source: Israel CBS, 2011. Flows per 1 000 inhabitants in 1949-51, not shown, were 262, 145 and 128, respectively.
1 2 http://dx.doi.org/10.1787/888932440831
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Now, however, in comparison with many OECD countries, Israel in recent years ranks

relatively low in terms of inflows (Figure III.3). Current inflows under the Law of Return are

low. Since 2002, net immigration, including family reunification, has accounted for only

12% of population growth, compared with an OECD average of 50% (2006), and Israel is the

only OECD country (except Estonia) where the proportion of the population which is

foreign-born has declined over the past decade (Figure III.1). Immigration from the FSU has

declined in relative importance, and immigrants from OECD countries now comprise

almost 40% of the permanent inflow. Over the past decade, Ethiopians continued to arrive,

mostly those considered the descendents of Jews who converted to Christianity in the

19th century. The number admitted each year is determined by the government, and they

are subject to special integration requirements. Their naturalisation is contingent on

conversion to Judaism.

In terms of the context for policy, the difference between immigration to Israel and

that in other OECD countries makes comparison difficult. In most OECD countries, for

example, different categories of entry pose distinct challenges for policy makers. For

example, selected skilled migrants, especially if they have a job prior to arrival, do well and

require little support. Unskilled labour migrants have less good outcomes, and their family

members also have more difficulty with labour market integration. Humanitarian migrants

tend to fare worst of all. Many OECD countries have planned specific integration

programmes depending on the composition of their immigrant population. In Israel,

migration under the Law of Return is a single category of entry, but includes migrants with

characteristics of all these groups (Table III.1). 

Figure III.3. Inflows of permanent immigrants in OECD countries, 2004 and 2009
Per 1 000 inhabitants

Note: Information on data for Israel: http://dx.doi.org/10.1787/888932315602.

Sources: United Nations Population Division, data on population; OECD, data on inflows of permanent immigrants;
CBS, Israel.

1 2 http://dx.doi.org/10.1787/888932440850
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The characteristics of permanent immigrants vary principally according to the

country of origin. Table III.1 shows the educational characteristics of immigrants from the

main source countries. Immigrants from OECD countries tend to be highly educated (70%

have 13+ years of schooling), as are those from the former Soviet Union and Central and

South America (62 and 68%, respectively), while more than half of the Ethiopian

immigrants have less than secondary education.

As inflows decline, outflows increase

During the early 2000s, despite economic growth in Israel, emigration of Israeli-born,

especially of those with tertiary education, was substantial. The stock of Israeli-born living

in OECD countries rose by about 25% in the first half of the 2000s. Further, Israeli emigrants

tend to be more educated than those who remain. The Database on Immigrants in OECD

Countries (OECD, 2011b) found more than 200 000 Israeli-born over the age of 15 living in

selected OECD countries in 2000-01 (Table III.2).2 Israeli emigrants to the United States are

positively selected and have higher wages than native-born Americans with the same

characteristics (Cohen and Haberfeld, 2007). There is a substantial flow of university

researchers to the United States (Ben David, 2008), and Gould and Moav (2008) argue that

Israel offers a lower return to education than the United States, enticing educated Israelis

to leave the country. The stock of Israeli-born abroad has been rising rapidly, and largely

comprises the educated. DIOC data suggest that about 8% of the tertiary-educated

Box III.2. The Law of Return

Under the Law of Return (1950), any Jew is immediately entitled to Israeli citizenship,
although the law did not define who was considered a Jew. In 1970, the law was extended
to include spouses of Jews, children of Jews and their spouses, and grandchildren of Jews
and their spouses. About half of the permanent immigrants in 2008 were not Jews
according to the religious definition (which requires that one’s mother be Jewish), but were
covered under the 1970 amendment; there are now more than 300 000 non-Jewish
permanent immigrants in Israel (about 4% of the population).

Israel applies no selection criteria (e.g. age, education, capital) beyond that of the Law of
Return. The Jews who immigrated to Israel appear to have different characteristics than
those meeting selective criteria in other OECD countries. This was the case with Russians
through the 1990s (Cohen and Haberfeld, 2007; Lewin-Epstein et al., 2003), of whom one in
four was over 55 years of age.

89% of permanent immigration to Israel in 2010 was under the Law of Return. While
Israel is not unique in allowing and promoting “ethnic priority” immigration, the Law of
Return is a fundamental element of the identity of the state and, outside of family
reunification, the only channel for permanent migration. Germany, Greece, Hungary and
Finland all have programmes for the “return” of foreigners of national ethnic origin, and
other countries (Korea, Japan and Italy) have entry categories for those of national origin,
but these are not the central element in their migration policies.

Outside of these channels, family reunification and formation is generally allowed, with
citizenship later granted subject to discretion; these flows are non-negligible (averaging
more than 4 000 in the past seven years, and about 20% of total flows in 2007-08).
Permanent residence – potentially followed by naturalisation – has also been granted
exceptionally to specific groups.

www.oecd.org/migration/imo
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Table III.1. Socio-demographic characteristics of the foreign-born vs. the native-born, 
aged 15-64, by country of birth, Israel, 2008-09

Percentages

Region of birth

Native-born Total
OECD Ethiopia

Former Soviet 
Union

Central and 
South America

Others
Total 

Foreign-born

Population 198 300 47 800 603 700 42 900 252 400 1 145 100 2 815 600 3 960 700

Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Gender

Men 46.3 47.6 45.5 46.3 46.0 45.9 50.1 48.9

Age

15-24 8.1 20.1 11.7 8.8 1.2 9.0 20.2 17.0

25-34 13.6 29.9 22.7 17.4 5.3 17.4 29.3 25.9

35-44 18.4 27.4 20.7 21.5 10.0 18.2 23.6 22.1

45-54 21.1 14.2 23.1 26.2 28.3 23.7 16.9 18.8

55-64 38.7 8.5 21.7 26.1 55.3 31.7 9.9 16.2

Years of education (Men)

0-11 10.1 46.9 20.3 7.4 36.5 22.8 20.0 20.8

12 19.6 42.7 21.6 23.9 31.2 24.4 38.1 34.4

13+ 70.3 10.4 58.0 68.7 32.3 52.9 41.9 44.9

Highest certificate (Men)

Up to secondary 11.5 46.4 7.7 6.0 33.5 15.7 21.6 20.0

Secondary 31.4 45.8 36.7 40.0 39.2 36.8 47.3 44.5

Post secondary 57.1 7.9 55.6 54.0 27.3 47.5 31.1 35.6

Years of education (Women)

0-11 7.5 59.5 16.0 5.2 35.9 20.3 17.2 18.1

12 22.4 26.0 19.6 28.4 34.2 23.9 36.9 32.9

13+ 70.0 14.5 64.4 66.4 29.9 55.9 45.9 49.0

Highest certificate (Women)

Up to secondary 6.3 58.5 5.1 4.1 33.2 13.6 17.5 16.3

Secondary 32.2 31.8 32.2 38.6 41.8 34.5 45.0 41.8

Post secondary 61.5 9.7 62.7 57.3 25.0 51.9 37.5 41.9

Marital status

Married 75.6 56.2 63.7 69.0 75.3 68.2 62.7 64.3

Separated 1.3 1.2 1.3 1.5 3.7 1.8 0.7 1.1

Divorced 6.8 8.0 11.2 8.3 7.8 9.4 4.0 5.6

Widowed 2.9 2.1 2.5 1.8 4.8 3.0 1.2 1.7

Single 13.5 32.5 21.4 19.3 8.4 17.5 31.4 27.4

Family status of women

Single parent 3.9 16.6 8.9 8.3 3.0 7.0 4.8 5.5

Married mother 36.6 49.7 29.9 38.6 20.5 30.1 48.5 42.8

No children 59.5 33.8 61.2 53.1 76.4 62.9 46.8 51.7

Years since immigration

Native-born 100.0 71.2

0-5 8.8 16.1 4.0 10.6 6.2 6.1 1.7

40 822 6.5 10.3 17.3 13.6 3.8 12.0 3.5

11+ 84.8 73.5 78.7 75.7 90.0 81.9 23.6

Year of arrival

Native-born 100.0

Pre 1990 69.2 25.8 13.4 61.0 86.3 41.3 71.2

1990-94 9.7 41.8 48.7 8.4 2.4 30.0 11.9

1995-99 8.2 8.2 23.6 9.7 1.9 15.0 8.6

2000-04 6.4 12.8 12.0 14.5 4.7 9.5 2.7

2005-09 6.6 11.3 2.3 6.5 4.6 4.1 1.2

Note: Information on data for Israel: http://dx.doi.org/10.1787/888932315602.
Source: Analysis of CBS Labour Force Surveys by Myers-JDC-Brookdale Institute. Those currently studying and not looking for work are
excluded from the analysis. Temporary foreign workers are not included. 1 2 http://dx.doi.org/10.1787/888932442313
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Israeli-born were living in OECD countries in 2005-06 (it is impossible to know if these

Israeli-born were educated in Israel or abroad). Against this apparent loss, however, the

foreign-born comprise a third of all tertiary-educated in Israel itself.

Israeli estimates cover emigration of Israeli nationals, including immigrants to Israel who

later leave the country. These figures place annual emigration of Israeli nationals at between

20-28 000 since 1990. Many of these Israelis later return, making net emigration of nationals

fairly constant at about 12-18 000 annually. Emigration fluctuates largely according to the

economic situation and opportunities abroad, rather than the political situation in Israel.

According to Israeli estimates, most – about 60% in 2006-07 – of the Israeli citizens

emigrating were foreign-born.3 While most OECD countries see return rates for migrants –

after 5 years – of 25-35% (OECD, 2008a), the return rate from Israel appears somewhat

lower. For immigrants arriving in the 1990s, most of whom were from the former Soviet

Union, it has been estimated at about 10% (Cohen, 2009). The return rate for recent

permanent immigrants from OECD countries is, however, much higher – around 50%.

Finally, asylum-seekers in Israel first appeared in significant numbers in 2007, illegally

crossing Israel’s border with Egypt. At the end of 2010, there were 33 000 asylum seekers, of

which 57% were from Eritrea, and 25% from Sudan.4

1.2. Integration policy for immigrants in Israel: front-loaded and choice-based
Integration policy for immigrants in Israel has evolved in line with the characteristics

of immigration and with the trends in provision of services by the State. Until 1968,

responsibility for integration was largely in the hands of the Jewish Agency for Israel (JAFI).

In 1968, the Ministry of Immigrant Absorption (MOIA) was created, and currently shares

responsibility for integration with JAFI and other government bodies. The budget for MOIA

in 2008 was USD 0.35 billion (about 0.2% of GDP), although many services and subsidies for

immigrants are provided through other government ministries and agencies.

Table III.2. Stock of Israeli-born living in selected OECD countries, 2005-06, 
and change from 2000

Country

Educational level Change 2000-2005/06

ISCED 0/1/2 ISCED 3/4 ISCED 5/6 Total
Number Percentage

Number

Australia 660 2 580 2 940 6 940 1 140 20

Austria 490 580 310 1 380

Belgium 1 050 810 750 2 610 330 14

Canada 2 110 5 970 11 120 19 190 4 470 30

Denmark 230 460 420 1 370 50 4

France 1 980 2 440 2 980 7 400 800 12

Italy 10 2 180 1 600 3 790 1 700 81

Netherlands 760 1 350 880 3 330

Sweden 290 780 490 1 740 100 6

Switzerland 230 990 930 2 140 360 20

United Kingdom 1 200 1 910 5 530 10 220

United States 15 440 54 310 66 800 136 550 28 830 27

OECD 25 670 75 590 96 300 201 400 41 530 26

Note: Information on data for Israel: http://dx.doi.org/10.1787/888932315602.
Source: Database on Immigrant in OECD countries (DIOC). International Standard Classification of Education (ISCED)
levels 5/6 refer to tertiary education, levels 3/4 to secondary and post-secondary and levels 0/1/2 to less than secondary
education. Totals may not add up due to rounding. The OECD total excludes countries not covered by DIOC.
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With the major post-independence waves of immigration, the state played an active

role in settling new immigrants, dispersing them around the country according to central

planning objectives. As immigration slowed in the mid-1950s, most permanent

immigrants received more expensive in-kind services through reception centres (Gal and

Leshem, 2000). “Direct absorption”, in which immigrants bypassed absorption centres and

moved directly into mainstream housing, was introduced in the late 1980s, as part of a

trend towards market-based approaches to give more choice and to lower overheads.

Direct absorption consists in a “basket” of benefits for immigrants (Box III.3).

Box III.3. Direct absorption: the basket of benefits for immigrants

Cash payments and vouchers comprise a basket of benefits, and immigrants choose where to live and
how to spend their benefits on housing, education and consumption. While the “basket” was originally
developed in a period of low immigration, it became the policy for the large wave of immigrants from the
former Soviet Union – almost all of whom took this “direct absorption” option rather than go into state-run
reception centres. Until 2002, the basket was more generous for immigrants from poorer countries, but is
now the same for all those who enter under the Law of Return. The absorption basket cost the MOIA
USD 58 million in 2008, for 8 560 family units and individuals.

The main elements in the basket are cash grants (see table below), paid during the first seven months
(12 months for Ethiopians), which are above the minimum wage and approach the Israeli median, depending
on family size. The benefit is paid even if the immigrant begins employment. Permanent immigrants have a
customs exemption for their household belongings and white goods; those from all but the rich western
countries may receive instead a cash grant to buy appliances. Permanent immigrants who are not working after
seven months may receive means-tested benefits until they become eligible for NII income support after
12 months. In general, permanent immigrants become eligible for means-tested mainstream social coverage
after one year, although replacement rates in Israel are low and provide strong incentives to work (OECD, 2010a).

Other substantial benefits are also available beyond the first year. The MOCH provides a rent subsidy,
regardless of means, for up to five years (six years for single parents). This amounts to more than
USD 200 million annually. Mortgage subsidies are provided, and permanent immigrants also enjoy a
ten-year exemption on taxes on income from abroad.

In addition to the “basket”, MOIA also contributes 22% to the funding of the Ministry of Education’s
Hebrew-language classes.

Cash benefits (USD) for immigrants in general and from Ethiopia, 2009

General Ethiopians

Absorption Basket
Additional grant if close 
to eligibility for pension

Absorption Basket
Additional grant if close 
to eligibility for pension

Two-parent family, couple 7 654 1 764 7 823 1 764

Single-parent family 6 491 1 134 5 310 1 134

Single 4 015 943 4 796 943

Pensioners: family, couple 6 342 2 590

Pensioner: single parent family 5 198 1 811

Single pensioner 4 216 1 298

Child 0-4 2 375 1 302

Child 6-17 1 577 1 302

Youth 18-25 2 091 1 912

Supplement for family 6+ 1 096

Source: Ministry of Immigrant Absorption. By comparison, the average wage was about USD 2 000 monthly.
1 2 http://dx.doi.org/10.1787/888932442484
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The fact that both the State and the immigrant aim for permanent settlement influences

the reciprocal investment strategies. Israel grants most immigrants entering under the Law of

Return citizenship immediately, which obviates the significant labour market effect of

non-citizenship (OECD, 2010c). Benefits and support reduce the need to enter the labour

market immediately, and facilitate acquisition of language and professional qualifications. The

presumption is that immigrants will want to integrate into Israeli society and into the labour

market. At the same time, the relatively short benefit horizon – seven months – is meant to

remove disincentives for staying out of the labour market after the initial phase.

As in other OECD countries, language skills are a good predictor of outcomes. Since most

permanent immigrants come to Israel with – at best – rudimentary knowledge of modern

Hebrew, Israel invests in language education for immigrants through a system called Ulpan.

Ulpan is free for immigrants within three years of arrival (seven for Ethiopians and ten for

those with learning disabilities), and provides a basic module of 500 hours over five months,

with special modules for specific groups, and 450 additional hours for professional language

training. The accelerated pace is meant to help rapid transition into the labour market.

Not everyone emerges from these courses speaking Hebrew. According to the national

standard written and oral evaluation, 14% of participants failed to achieve even basic language

skills (equivalent to A2 in the Common European Framework), although half reached level B2

or higher. Additional resources are available for certain groups for a longer time (OECD, 2010a)

Entrepreneurship support is also provided, and immigrants can apply for

entrepreneurship support at any point within ten years of arrival.5

Qualifications earned abroad may be worth less – or nothing – once an immigrant

arrives (OECD, 2007b). While the Israeli Ministry of Education provides certificates of

equivalency of foreign qualifications for salary, grading and classification in civil-service

jobs, Israeli universities apply their own standards for recognition of prior academic

training. Foreign-trained professionals must take the relevant national licensing

examination, although immigrants receive subsidies for training for these exams, and

some are available in other languages.

Older immigrants with no work experience in the new country are a particularly difficult

group to place, and wage subsidies are one response to overcome the reluctance of employers

to hire this group. A Center for Absorption in Science grants employers up to three years of

subsidies and workplace orientation for immigrant scientists; other subsidies are available for

high-skilled jobs outside of science. Most businesses end up keeping the immigrants.

Box III.3. Direct absorption: the basket of benefits for immigrants (cont.)

MOIA provides vocational training “vouchers” worth up to 80% of the cost of privately-offered approved
training courses chosen by the immigrant. The initial eligibility was five years, extended to ten years
in 2008 (15 for Ethiopians). Professional licensing is facilitated by a separate grant.

Targeted interventions for specific communities can also be developed. Alongside the free-choice model for
most permanent immigrants, there is a centralised approach to absorption for the Ethiopian population.
Almost all Ethiopians are now assigned to absorption centres, where they live with their families, so their
“basket” reflects their lower housing costs. Their expenses in the absorption centre are covered and they are
provided with more intensive, longer and culturally-specific language courses and cultural orientation.

The choice model has yet to be evaluated alongside more structured models, in terms of the advantages and
disadvantages of allowing immigrants to choose how to spend their support, and the impact on outcomes. 
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There are many specific initiatives aimed at improving the poor outcomes for

immigrants from Ethiopia. One approach used for the group, successful in integrating

immigrant youth in a number of OECD countries, is mentoring programmes. Another is

more specific to Israel, where military service is a predictor of later outcomes. Pre-induction

training for army recruits helps ensure that Ethiopians are not disproportionately referred

to low status units.

Finally, Israel has a high rate of participation in public boarding schools, especially for

immigrant youth. These “youth village” residential schools support integration of

adolescents arriving alone or from newly-arrived families, accelerating language

acquisition and acculturation.

1.3. Labour market outcomes have generally been good for immigrants

Labour market outcomes have been generally positive. Overall, immigrants have a

higher employment rate than the native-born. However, outcomes differ significantly

among immigrants, depending on a number of endogenous factors (gender, age, education,

etc.) and exogenous factors (discrimination based on ethnicity; geographical placement).

More significantly, there is an issue in Israel regarding the appropriate native-born

group with which to compare the foreign-born. The participation rate of native-born

persons tends to be lower than in other OECD countries (Figure III.4). Low participation

rates among two population groups – Arab Israelis, especially women, and ultra-Orthodox

Jews, especially men – lower the average for native-born Israelis (OECD, 2010a).

Figure III.4. Employment rate of the foreign-born and the native-born, 
in selected OECD countries, by gender, 2009

Note: Information on data for Israel: http://dx.doi.org/10.1787/888932315602.

Sources: EU Labour Force Survey, 2009; US CPS March Supplement, 2009; Australia Labour Force Survey, 2009; Canada
Labour Force Survey, 2009; Israel CBS Labour Force Survey, 2009 (foreign workers are excluded, analysis by
Myers-JDC-Brookdale Institute).
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Therefore, one issue in interpreting Israeli data on outcomes for immigrants is the

choice of an appropriate benchmark. As noted in Box III.1, Israeli analyses usually

compare post-1990 immigrants with the rest of the population. In analysis of outcomes

of the second generation (the children of immigrants), the question of the reference

group is perhaps even more determinant (see Box III.4). In addition, as Israel is divided

socially and economically, principally between the Jewish and Arab populations, in Israeli

analyses, the benchmark for integration of Jewish immigrants is often the Jewish

population rather than the total population. Table III.3 shows how the foreign-born, by

gender, compare with the groups used in Israeli analyses. Among men, the foreign-born

have higher employment rates than all native-born groups. Among women, only the

post-1990 immigrants (largely from the FSU) have higher employment rates than

native-born Jews.

Foreign-born immigrants in Israel are on average more likely to be employed than

native-born, both for males and females (see Annex Tables III.A1.1 and III.A1.2). Nevertheless,

once different individual characteristics are taken into account, foreign-born men have

similar employment probabilities to those of native-born Jewish men, and foreign-born

women have lower employment probabilities than native-born Jewish women.6

Education acquired abroad is wholly discounted, but can be unlocked 
through experience and retraining

Qualifications and work experience earned in origin countries are not necessarily

recognised by many employers in receiving countries (OECD, 2007b and 2008b). This is true

in Israel, where what appears to matter is work history once in Israel (Buchinsky and

Gotlibovski, 2006). Eckstein and Weiss (2004) find that wages of highly skilled immigrants

rise by 8% annually over the 1990s, but that the annual return to schooling converges to

under 3%, compared with almost 7% for natives. They attribute this gap largely to low

returns on their foreign qualifications and experience. In a sample of FSU men arriving

between 1989 and 1992, 70% had worked in white-collar jobs prior to immigration, but

most left unemployment for blue-collar jobs (Cohen and Eckstein, 2001).

Table III.3. Employment, unemployment and non-participation rates 
of immigrants and native-born groups of Israelis aged 15-64, by gender, 2009

Percentages

Native-born Foreign-born

Total
All Jews

Non-Haredi 
Jews

All
Arrived 

since 1990

Employment Men 71.3 72.1 74.0 75.1 75.7 72.3

Women 60.1 72.1 72.1 68.5 73.5 62.7

Unemployment Men 8.1 8.2 8.1 6.9 7.4 7.8

Women 8.2 8.0 8.0 6.7 7.1 7.7

Non-Participation Men 22.4 21.4 19.4 19.3 18.2 21.6

Women 34.5 21.6 21.6 26.6 20.8 32.1

Note: “Haredi” refers to Ultra-Orthodox Jews. Information on data for Israel: http://dx.doi.org/10.1787/888932315602.
Source: Analysis of CBS Labour Force Surveys by Myers-JDC-Brookdale Institute. Those currently studying and not
looking for work are excluded from the analysis.
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While there is no return to foreign qualifications upon arrival, there is partial

convergence over time and with experience (Eckstein and Weiss, 2002, and 2004). After

five years, wages for FSU immigrants were 62% of those of Israelis (Eckstein and Weiss,

2002). Education and experience from the FSU was not valued in Israel, and this

discounting explained the large wage gap. Eckstein and Weiss also found that immigrants

who had arrived from the FSU in the 1970s experienced further wage growth – to 80% after

20 years – but this was due to occupational changes rather than rising returns to foreign

education.

The advantages and limits of additional training for immigrants have been examined,

and the findings are that rather than increasing employment, training increases wages and

better job opportunities. Most importantly, training in Israel partially unlocks the benefits of

prior education, as demonstrated for immigrants prior to 1983 (Friedberg, 2000). This is also

relevant for the mass immigration of the 1990s, where many of the educated immigrants

had Soviet training of little immediate relevance to the Israeli labour market. While the

quarterly probability to receive a white-collar job offer was 12% (males) and 6% (females),

training increased these probabilities by 50-100% (Cohen-Goldner and Eckstein, 2002).

Looking at men immigrating from the former Soviet Union, Cohen-Goldner and Eckstein

(2008) find that the returns to training, experience and the Hebrew language are significant

at five years from immigration, as well as the transition from blue-collar to white-collar

occupations. For women, Cohen-Goldner and Eckstein (2004) found a wage impact only for

white-collar jobs, and the greatest benefit via opportunities rather than wages. They

conclude that despite no reduction in unemployment, the gain in job quality justifies the

investment in training.

Training significantly increased the propensity to work in high-tech jobs

(Cohen-Goldner, 2006), whereas foreign education had no effect. On the other hand,

vocational education from abroad gives no benefits (Neuman and Ziderman, 2001), and few

immigrants with vocational education from abroad worked in their field of training in

Israel. However, vocational training in Israel does seem to have an effect. According to the

Ministry of Immigrant Absorption, for those who have used the vocational training

vouchers offered since 2005, 76% (of 3 600 beneficiaries in 2008) are employed in the

professions for which they trained, and 46% report a wage increase due to their vocational

training.

Immigrants are present in skilled occupations, but not all skilled immigrants 
are in skilled occupations

In many OECD countries, employed immigrants are often in skilled occupations

(Figure III.5), although they are more likely than natives to be employed in less skilled

occupations. Israel is an exception. Not only do immigrants comprise more than a third of

total skilled employment in Israel, a figure exceeded only by Luxembourg, immigrants are

more likely to be in high-skilled employment than in employment in general: they

comprise 31% of total employment but 37% of high-skilled employment. This underlines

the contribution of educated immigrants to the skilled workforce in Israel.

Outcomes, however, vary significantly among immigrant groups. The largest group of

recent immigrants to Israel, from the former Soviet Union (FSU), generally found low-skill

and low-status jobs at first, with many gradually transitioning to higher status jobs

corresponding more closely to their educational level. Overall, the participation and

employment rates for immigrants from the FSU are ten points higher than those for the

www.oecd.org/migration/imo
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native-born and compare favourably to indicators for immigrants relative to native-born in

international comparison (Table III.4). The labour market outcomes for Ethiopian

immigrants to Israel, the group which fares the worst relative to natives, are largely

explained by their low education level and by the fact they are the most recent arrivals.

Among working-age adults, 13% arrived in the early 2000s, and 12% in the late 2000s. Their

outcomes still appear better, however, than the outcomes for foreign-born in a number of

European OECD countries.

For migrants from OECD countries, the longer the stay in Israel, the more likely they

are to be employed (Annex Tables III.A1.1 and III.A1.2). However, the very low participation

rate among immigrants from OECD countries is also partly due to the presence of

ultra-Orthodox in this group. On the other hand, while the self-employment rate among

immigrants is lower than that of Israelis (8.8% compared with 10.7%), immigrants from

OECD countries have higher rates (14.5%) of self-employment. This is consistent with

observations in some other OECD countries (OECD, 2011a).

Among migrant groups, Ethiopian men have the lowest probability of employment

while Central and South-American men have the highest. Among women, migrants from

the FSU have the highest probability of employment.

Figure III.5. Immigrants employed in high-skill jobs, 
in selected OECD countries, 2009

Percentages

Note: Information on data for Israel: http://dx.doi.org/10.1787/888932315602.

Sources: EU Labour Force Survey; US CPS March Supplement; Israel CBS Labour Force Surveys (Analysis by
Myers-JDC-Brookdale Institute), foreign workers are excluded. High-skilled is defined as ISCO 11, 12, 2 and 3.
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Immigrants converge to Israeli participation and employment rates over time

In general, immigrants to Israel have a higher participation and employment rate than

Israelis at first, although this declines towards the Israeli average over time – as much as

15 years. Wages – which are lower – and occupational composition, on the other hand, do

not fully converge.

Israel is, as noted, among those OECD countries with a higher employment rate among

immigrants than among natives: the United States and recent migration countries of

Southern Europe. While most countries see improvement in employment the longer

immigrants have been in country, in Israel duration of stay does not seem to play a major

role in determining employment rates (Figure III.6), which remain higher than for natives.

These rates do not take into account wages or occupational distribution, where changes

have been noted over time.

Changes in labour market outcomes over time, however, reflect the composition of

immigrant groups. The employment rate of immigrants from the FSU increased

throughout the 2000s (Table III.5). On the other hand, the employment rate of immigrants

from OECD countries fell, as the proportion of ultra-Orthodox – with low male participation

rates – in this group increased. The employment rate for immigrants from Ethiopia rose

noticeably throughout the 2000s, from 45% to 60%.

Table III.4. Labour market outcomes of immigrants and natives in selected 
OECD countries, by region of origin, 2009

Differences in employment, unemployment and non-participation rates 
between foreign-born and native-born

Country
Differences between foreign-born and native-born

Employment rates Unemployment rates Non-participation rates

Sweden –12.1 8.2 –6.6

Netherlands –12.0 3.9 –9.5

Belgium –11.0 9.6 –5.4

Germany –9.0 6.0 –5.0

Denmark –8.5 4.2 –5.7

Austria –8.4 5.6 –4.6

France –7.1 5.8 –3.5

Israel – Born in Ethiopia –6.9 3.3 5.0

Norway –6.9 4.0 –4.0

Switzerland –4.6 3.8 –1.5

United Kingdom –4.5 1.4 –3.8

Israel – Born in other countries –2.4 –2.0 3.9

Spain –2.1 11.2 8.1

Ireland 0.2 4.3 3.7

Czech Republic 0.4 2.9 2.7

United States 1.6 0.3 2.0

Israel – Born in OECD countries 2.6 –1.5 –1.7

Portugal 3.9 3.4 7.3

Italy 5.9 3.5 9.1

Israel – Born in South or Central America 9.7 –2.0 –8.8

Israel – Born in the Former Soviet Union 10.4 –1.7 –9.8

Note: Information on data for Israel: http://dx.doi.org/10.1787/888932315602.
Sources: EU Labour Force Survey; US CPS March supplement; Israel CBS Labour Force Surveys (Analysis by
Myers-JDC-Brookdale Institute), 2008-09. Those currently studying and not looking for work are excluded from the
analysis.
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Figure III.6. Differences between the employment-population ratios 
of native-born and immigrants, 15-64 years old, by years of presence

in selected OECD countries, 2009
Percentage points

Note: Information on data for Israel: http://dx.doi.org/10.1787/888932315602.

Sources: EU Labour Force Survey, 2009; US CPS March Supplement, 2009; Israel CBS Labour Force Surveys (Analysis by
Myers-JDC-Brookdale Institute), 2009 (15-64 years).
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Table III.5. Employment, unemployment and non-participation rates 
of immigrants and native-born Israelis aged 15-64, by country/region of birth, 

2000-09
Percentages

Years Total Native-born

Foreign-born by region of origin

Total OECD Ethiopia
Former Soviet 

Union
Central and 

South America
Others

Employment rates

2000-01 63.5 62.2 65.9 71.2 44.6 68.2 77.1 59.1

2002-03 62.5 61.1 65.3 69.4 39.3 68.9 70.1 58.4

2004-05 63.8 62.3 66.8 67.0 43.7 72.0 73.1 57.9

2006-07 66.1 64.4 70.1 69.2 52.7 75.8 75.5 60.4

2008-09 67.8 66.2 71.7 68.8 59.3 76.6 75.9 63.8

Unemployment rates

2000-01 9.3 9.6 8.8 5.6 17.5 10.0 6.3 8.3

2002-03 10.8 11.2 9.9 6.4 25.6 10.6 11.1 9.5

2004-05 9.9 10.3 9.1 7.2 22.3 8.7 8.6 10.2

2006-07 8.0 8.7 6.6 5.5 15.4 6.3 5.9 7.4

2008-09 7.0 7.5 5.9 6.0 10.8 5.8 5.5 5.5

Non-participation rates

2000-01 30.0 31.2 27.8 24.6 45.9 24.2 17.7 35.5

2002-03 29.9 31.2 27.5 25.9 47.2 22.9 21.2 35.5

2004-05 29.2 30.5 26.5 27.8 43.8 21.1 20.1 35.6

2006-07 28.1 29.5 24.9 26.8 37.7 19.2 19.8 34.8

2008-09 27.1 28.5 23.8 26.8 33.5 18.7 19.7 32.4

Note: Information on data for Israel: http://dx.doi.org/10.1787/888932315602.
Source: Israel CBS Labour Force Surveys (Analysis by Myers-JDC-Brookdale Institute), 2000-09. Those currently
studying and not looking for work are excluded from the analysis.
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The sectoral distribution of employed immigrants suggests that they disproportionately

entered certain sectors, especially manufacturing, health and welfare services, cleaning

and security, and domestic work (Table III.6). At the same time, they have little presence in

certain sectors which remain the domain of the native-born – especially education,

banking and insurance. They also did not enter two of the sectors where temporary foreign

workers are concentrated: agriculture and construction.

In terms of occupational distribution, immigrants are overrepresented in the least

skilled occupations – 11% of immigrants are in unskilled jobs, compared with 6% of

natives – and somewhat underrepresented in the most skilled occupations (33% compared

with 39%), although immigrants who have been in Israel for at least 10 years have a

distribution close to that of natives.

Within high-skilled occupations, a higher proportion of immigrants than natives are

employed in the health care sector (physicians and nurses) and in engineering. These

occupations expanded significantly with the migration of Soviet-trained doctors, nurses

and engineers in the 1990s.

The earnings gap between immigrants and the native-born varies according to the

period of immigration (years since migration) and to the region from which immigrants

came (Figure III.7). Some groups, such as immigrants prior to 1990, have higher earnings

than the native born, although, as noted, the native-born include low-earning groups (Arabs

and ultra-Orthodox). Most post-1990 immigrants have lower earnings than Israeli natives,

although immigrants from the FSU show rapid progress during the 2000s. Immigrants from

Asia and Africa – largely Ethiopia, in this group – have consistently lower incomes and do not

show much improvement over the decade, even as their employment rate rose.

Despite the successful integration in terms of employment, migrants face important

wage differences once employed (See Annex Tables III.A1.3 and III.A1.4). Immigrant men

Table III.6. Distribution of the employed immigrants and native-born Israelis 
aged 15-64 by sector of economic activity, 2008-09

Percentages

Native-born Foreign-born

Manufacturing industry 12.5 20.8

Health services, welfare, social work 7.8 14.6

Wholesale and retail trade 14.1 12.1

Real estate, renting, business activites (excl. security, cleaning) 12.1 9.9

Education 14.5 8.6

Transport, storage and communication 6.9 5.4

Security and cleaning activities 2.0 4.6

Community, social and other services 5.0 4.5

Accommodation services and restaurants 5.1 3.7

Construction 6.0 3.6

Public administration 5.3 3.4

Private households with domestic personnel 1.0 3.4

Banking, insurance 4.2 2.7

Agriculture 1.8 1.2

Others 1.7 1.5

Total 100.0 100.0

Note: Information on data for Israel: http://dx.doi.org/10.1787/888932315602.
Source: Israel CBS Labour Force Surveys (Analysis by Myers-JDC-Brookdale Institute), 2008-09.
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(women) have a 17% (20%) lower wages than natives even after controlling for

socio-demographic characteristics. A significant 10% (9%) difference persists even allowing

for difference between occupations and sectors of employment. These wage differences are

reduced for those migrants that stay longer in the country. Immigrants from North America

and Europe (excluding FSU) have lower wage differences than migrants from other origins.

Where immigrants perform worse than comparable natives, it is largely due to lower

returns to prior education, lack of local experience, and poor language skills (OECD, 2007b).

This can often lead to immigrants working in jobs for which they are overqualified. In fact,

only half of employed immigrants with more than secondary education were working in

high-skilled jobs in Israel (Table III.7). This is a higher rate of overqualification than in other

Figure III.7. Gross monthly earnings of employed Israelis, 
by year of arrival and region of origin, 2001-09

In 2009 New Israeli Shekel

Note: Information on data for Israel: http://dx.doi.org/10.1787/888932315602.

Source: Analysis of CBS Labour Force Surveys by Myers-JDC-Brookdale Institute. Those currently studying and not
looking for work are excluded from the analysis.

1 2 http://dx.doi.org/10.1787/888932440926

Table III.7. Proportion of employed highly-qualified individuals in low- 
and medium-skilled jobs in various OECD countries, population aged 15-64, 

2008-09 (Israel) and 2002-04 (other countries)
Percentages

Foreign-born Native-born Ratio

Australia 31.9 23.1 1.4

Canada 33.3 18.5 1.8

Denmark 22.4 13.3 1.7

France 21.2 18.5 1.1

Germany 33.5 22.2 1.5

Israel 49.2 30.7 1.6

Sweden 25.2 10.4 2.4

United Kingdom 23.2 22.2 1.0

United States 28.0 23.2 1.2

Note: Information on data for Israel: http://dx.doi.org/10.1787/888932315602.
Sources: Australia Survey of Education and Work, 2004; EU Labour Force Survey, 2002-04; US CPS March supplement,
2002; Canada Survey of Labour and income Dynamics, 2003; Israel CBS Labour Force Surveys (Analysis by
Myers-JDC-Brookdale Institute) – foreign workers are excluded – 2008-09.

1 2 http://dx.doi.org/10.1787/888932442427
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countries, although the rate of overqualification for the native-born in Israel is also high.

Still, immigrants in Israel are significantly more likely to be overqualified than the

native-born than in the United States, United Kingdom or France.

This section has covered the characteristics of permanent immigrants to Israel and

their largely successful labour market integration. As Israel’s permanent migration system

is not based on labour market demand or the labour market characteristics of immigrants,

the positive labour market outcomes of permanent immigrants are notable. However, next

to this permanent migration channel, there is also a temporary labour migration channel

closely related to demand. The next section addresses this channel.

Box III.4. Children of immigrants: the labour market 
and educational outcomes of the second generation

As a large proportion of the Israeli population is of immigrant origin – only half the population
has an Israeli-born father – the reference group of native-born with native-born parents is limited.
Further, the reference group is disproportionately Arab, with consequent poorer outcomes.

This may explain why Israel is unusual among OECD countries for the small difference in school
performance between immigrant students, native-born students with immigrant parents, and
those without an immigrant background (Figure III.8). The OECD Programme of International
Student Assessment (PISA) measures performance of children in school at 15. While Israelis score
well below the OECD average, the children of immigrants in Israel perform better than those
without an immigrant background. In part this is due to depressed average scores for native-born
in Arab schools.* Nevertheless, first-generation immigrants have lower reading scores than the
already low (in OECD standards) Israeli average.

Figure III.8. Students’ performance on the reading scale by immigrant background, 
PISA 2009

Note: Information on data for Israel: http://dx.doi.org/10.1787/888932315602.

Source: OECD PISA Database 2009, Table II.4.1. Countries are ranked in descending order of the mean score of all students
1 2 http://dx.doi.org/10.1787/888932440945
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2. Temporary labour migration in Israel
Temporary foreign workers have become increasingly important in the Israeli labour

market. They account for almost 9% of employment and are predominant in several

occupations. Despite more than a decade of policy strategy aimed ostensibly at reducing

the number of temporary foreign workers, the stock of such workers remains significant.

In 2010, the number of foreigners holding permits to work in Israel was more than 88 000,

and a further 23 000 were legal cross-border workers from the West Bank. In addition to

work-permit holders, there were about 115 000 undocumented foreign workers, and about

25 000 Palestinians working without permits, as well as about 33 000 asylum seekers.

Foreign workers were almost entirely concentrated in the lowest wage occupations, with

legal workers in home care, agriculture and in construction; undocumented workers in

housecleaning, construction and services; and asylum seekers in the hotel industry.

2.1. A history of labour migration in Israel

For several decades, Israel did not consider temporary labour migration, as its challenge

was to find employment for the permanent immigrants who were arriving. Other OECD

countries with permanent migration programmes – Australia, New Zealand, Canada –

established temporary labour migration programmes alongside their permanent streams.

These programmes were created to meet seasonal or cyclical demands, or as a recruitment

channel for permanent migrants. In Israel, the demand for foreign workers was related to a

number of factors, including a reduction in permanent immigration, the refusal of both natives

and recent immigrants to take certain jobs, and the transformation of the collective farms and

production which had played an important part in the early development of the country.

Cross-border workers first appeared in 1967 and quickly became significant

Israel had foreign workers before it had a foreign-worker policy, and migration

management policy has followed, rather than driven, a phenomenon linked to the

changing geopolitical situation of the country. The first temporary foreign workers entered

the Israeli labour market as cross-border workers following the 1967 war. Cross-border

Box III.4. Children of immigrants: the labour market 
and educational outcomes of the second generation (cont.)

The age at arrival for students has been shown in other countries to be related to school performance
and to subsequent labour market outcomes (Böhlmark, 2008). The difficulty of acquiring a new
language after a certain age increases with age; a significant threshold appears to be around age 8.
However, labour market outcomes in Israel actually appear better for immigrants who arrived later
rather than as small children. For post-1990 immigrants, those who arrived after age 8 were 40% more
likely to be employed than those who arrived before age 8. This may be due to the better education
which older immigrant children received abroad, or to successful support for their integration.

Outcomes for the children of Ethiopian immigrants are, however, poor (State Comptroller, 2008).
Immigrants from Ethiopia and their children (a population of more than 110 000) are very poor (68%
live below the poverty line) and spatially segregated. They have higher drop-out rates (20% vs. 7%),
lower graduation rates (41%), and lower university eligibility (19%).

* Analyses of PISA scores from the 2006 assessment have shown that native-born students in Jewish schools perform
better (23 points below the PISA average) than first (–44) or second generation (–45) immigrants in those schools, with
Arab schools (–113) lagging far behind (OECD 2010b).
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workers live in one country and work – usually through daily commuting – in a

neighbouring country. In Israel, it meant Palestinians from the West Bank and Gaza, who

crossed the previously sealed border to work. By 1970, with increased numbers

(Figure III.9), trade union concern over the possible deleterious effect on wages of Israeli

workers grew, and a labour migration system was formalised. Palestinians were hired

through the Israeli public employment service (PES) offices in the West Bank and Gaza, and

their wages and social contributions were paid to the PES, which remitted the wages and

provided the social benefits. Palestinians were required to hold a work permit, linked to a

specific employer and subject to the same wages as Israeli workers. The National

Insurance Institute (NII) is still responsible for social benefits and contributions, although

wages are now paid directly to cross-border workers without passing through the PES.

By the late 1980s, cross-border workers had become an important part of the labour

force, reaching about 7% of total employment (in 1987, Palestinian workers constituted 49%

of all employees in construction, and 45% in agriculture).

A quota was imposed on cross-border workers in 1993, and border-crossing became

more difficult with increased Israeli security concerns. While the quota for cross-border

workers increased in the late 1990’s, in 2000, again for security reasons, it was drastically

cut. It slowly rose in the late 2000s, to about 23 000 in 2009.

In contrast to other OECD countries, the main determinant for cross-border workers is

not employer requests, but the quotas and security clearance. Palestinian workers are

dependent on their employers for their work permit, since they must demonstrate a

full-time job offer prior to applying for security clearance.7 Employers do not consider

workers from the West Bank a reliable source of labour, as their entry is subject to permit

issuance and daily passage at checkpoints.

Figure III.9. Palestinian cross-border workers and foreign workers in Israel, 
1970-2009

Note: Information on data for Israel: http://dx.doi.org/10.1787/888932315602.

Sources: Bank of Israel (2010); Israeli Central Bureau of Statistics. Includes both legal and undocumented foreign and
Palestinian workers, but excludes asylum seekers.

1 2 http://dx.doi.org/10.1787/888932440964
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“Foreign workers” appear in the early 1990s

The first guidelines for recruiting foreign workers were formulated in 1990, with the

intention of imposing high costs on employers to discourage them from using foreign workers

(Borowski and Yanay, 1997). The Foreign Workers Law (1991) created a legal framework for

employment of foreign workers and established penalties for illegal employment.

At the time, the demand for labour in the construction industry was particularly acute

due to the need to build housing for the enormous number of new immigrants arriving

from the FSU in 1990-92. Similarly, the agricultural industry protested against the sudden

loss of its foreign workforce due to border closures. New immigrants from the FSU rejected

work in either sector under the prevailing conditions (Weiss et al. 2003; and Boroski and

Yanay, 1997). Their refusal largely reflected their occupational distribution and educational

level in their home country, and the occupations they entered in Israel (Table III.6). In

response, employers were allowed to recruit workers from abroad.

In order to regulate the access of employers to foreign workers, Israel imposed quotas

on certain sectors. Quotas for foreign workers were introduced in September 1993 for

agriculture and in May 1994 for the construction sector, based on estimates of demand by

employers. By the end of 1994, the annual quota was over 50 000.

Increases in the number of workers authorised also led to increasing overstay by workers

whose permits had expired or whose contract with the employer had been broken

(Figure III.10). In 1996, the government formulated a policy to reduce both the quota and the

number of undocumented foreign workers but did not implement it (Amir, 2000). While

permits issued for construction work declined in the late 1990s, the care sector was drawing in

more foreign workers. More significantly, the number of undocumented foreigners grew, in

part due to illegal recruitment practices and the limits of the “binding system” described below.

Another phenomenon which first appeared in the 1990s was that of overstaying

tourists who entered the expanding informal labour market. The number of overstaying

Figure III.10. Foreign workers with permits, overstaying workers 
and asylum seekers, Israel, 1991-2010

Thousands

Note: Information on data for Israel: http://dx.doi.org/10.1787/888932315602.

Sources: Bank of Israel Annual Reports 2007, 2008; Central Bureau of Statistics; Friedberg and Sauer, 2003 (for 1991-95);
Rosenhek, 2003 (foreign workers with permits, 1996) and Fefferman, 2000 (foreign workers with permits, 1998), Drori, 2009
(overstaying tourists, 1995-2001). 1 2 http://dx.doi.org/10.1787/888932440983

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2002 2003 2004 2005 2006 2007 2008 2009 20102001

300

200

100

0

Foreign workers with permits

Asylum seekers

Legal inflows of workers

Overstaying tourists Overstaying work visa holders

www.oecd.org/migration/imo

http://dx.doi.org/10.1787/888932315602
http://dx.doi.org/10.1787/888932440983


III. INTERNATIONAL MIGRATION TO ISRAEL AND ITS IMPACT

INTERNATIONAL MIGRATION OUTLOOK: SOPEMI 2011 © OECD 2011 229

tourists, estimated using double-card entry/exit data, grew to exceed the number of legal

workers, although the method used tends to overestimate the number of overstayers, and

it is not clear if, as most analyses assume, all overstayers entered the Israeli labour market.

In 2000, the proportion of foreign workers in the labour force (including irregular

immigrants and cross-border workers) was higher than in most OECD countries. The

number of undocumented foreign workers also rose until 2002. The 2002 Rachlevsky

Commission Report blamed underemployment of low-educated Israelis on the presence of

foreign workers, and recommended an active expulsion policy. The foreign labour force fell

in the mid-2000s, in a period when most OECD countries saw increases. The number of

undocumented foreigners – mostly overstaying tourists from the FSU – remains higher

than the number of regular foreign workers.

2.2. A sector-specific scheme with no access to permanent residence

Israel does not allow foreign workers to settle permanently, and limits the maximum

stay to 63 months.8 For agricultural and construction workers, to improve compliance with

the limit, part of the salary is set aside and either received at departure or forfeited for

overstay. No change of status to permanent resident is contemplated or allowed.9

Candidates with first-degree family (except siblings) in Israel are not accepted, and there is

no provision for family reunification. If a foreign worker has a child in Israel, she must

leave within 90 days or send the child abroad (Kemp, 2010), although this requirement was

ruled illegal by the High Court of Justice in April 2011.

There are three principal permit systems for foreign workers: care, construction and

agriculture (Figure III.11). Each sector is subject to its own regulations and transfer among

sectors is not generally allowed. Recruitment is through agencies.

Figure III.11. Foreign workers holding permits, in Israel, 1990-2009 
and projections to 2015, by sector

Thousands

Note: Information on data for Israel: http://dx.doi.org/10.1787/888932315602.

Sources: Israel Manpower Agency 1990-95; Bank of Israel 1996 to 2008; Ministry of Industry, Trade and Labour decision
12/5/2009 from 2009-15, except for care workers, which are projections by Eckstein (2007) based on demographic
trends and assuming the same rate of recourse to foreign care workers. “Other” includes industry, hospitality and
chefs but excludes “foreign experts”.
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The Israeli model resembles that in operation in certain non-OECD countries,

especially in South-East Asia, where temporary workers may be employed for long periods

with limited labour market rights and no chance of change of status. This model was

employed in a number of OECD countries in Europe in the past, especially during the

guest-worker phase, but is no longer considered compatible with labour and human rights

law. It shares some elements with the Korean system of employment permits for less

skilled occupations – which also does not allow family reunification – although Korea

allows indefinite extension and a greater degree of employer mobility.

The largest sector, and one not subject to quotas, is the care sector – live-in care for the

elderly and/or the disabled. Since 1988, a long-term care (LTC) benefit, up to about 20 hours

a week, has allowed an increasing number of Israelis to employ foreign care workers in the

home. The LTC benefit is paid to the worker through care-giving agencies, while the

employer is expected to pay the worker directly for additional hours, opening a margin for

abuse. There were 54 000 registered foreign-care-workers in 2010, representing about half

of total employment in the sector and almost all live-in care.

All foreign care-workers must be registered with a licensed care-giving agency, which

places foreign workers directly with the patient. If eligible for NII benefits, the patient

registers the worker with a care-giving agency. Workers and care receivers may change

agencies as they wish, but pay no fees for mediation once they are in Israel. Recruitment

agencies have a strong incentive to favour fee-bringing international recruitment. To

counter abuse by agencies recruiting and abandoning care-workers, agencies are now held

responsible for placing their workers. In principle, 97% of their workers must be employed

in order to recruit more from abroad, and workers who “disappear” are counted against the

agency’s quota for a year.10

More than half the families employing care workers do so directly, without an LTC

subsidy. Care receivers must pay social contributions for the wages they pay directly, but do

not have to provide workers with pay slips.

In the agricultural sector, the quota – 26 000 in 2010 – of foreign workers is allocated by

the MOITAL to individual employers (about 5 500 in 2009), and represents almost half of

salaried employment in the sector. Permits for employment of foreign workers are issued

to farmers based on calculations by the Ministry of Agriculture and Rural Development

(MARD). The MARD calculations are based on crop type, and on the assumption that

certain jobs will only be done by foreign workers. Since this calculation exceeds the overall

quota (by about 50% in 2010), foreign workers themselves are allocated according to a

formula which favours smaller and medium-sized farms over larger ones (OECD, 2009b).

Employers are not allowed to subcontract their workers, although they may legally transfer

workers to another farmer with an employment permit. An illegal black market in

agricultural workers exists, with farmers renting workers from those who have received

authorisation, or foreign workers deserting their authorised employer to work for cash

wages for unauthorised employers.

Foreign agricultural workers are generally employed in year-round activities rather

than seasonal work, which involves mostly cross-border workers. In an attempt to reduce

illegal fee-taking in the agricultural sector, the Israeli government started, in 2010, a pilot

rotational programme, with Sri Lanka, with workers selected randomly from a list of

pre-approved candidates, and admitted for 6-month periods.
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In the construction sector, workers must be employed through one of about 40 agencies,

which contract workers to the labour user. Employment is allowed only in one of five

authorised trades (masonry, tiling, plaster, scaffold work and welding), collectively called

“wet work”, and a quota is applied (7 000 in 2010). Foreign workers represent less than 8% of

employment in the sector. Labour users must apply for authorisation to use foreign workers,

and more labour users are authorised than workers available, in order to create competition

for workers and, in principle, ensure full employment of the workers and increase the wages

paid them. There is, however, no incentive for the employment agency to transfer higher

hourly rates paid by labour users on to the workers, and wages have not grown.

Outside of the above sectors, there are two other channels for temporary labour

migration: specialists and specialty workers (in industry and “ethnic cuisine”). For

specialists, employer applications for such high-skilled foreign workers are individually

evaluated and approved, and wages must be double the mean Israeli wage. There is little use

of this channel since Israel trains high-skilled professionals. For specialty industrial workers

and specialty restaurant workers (also called “ethnic chefs”), there is a 30-day labour market

test through the PES, and a salary threshold. Specialty chefs in “ethnic restaurants” are

subject to a quota – set at 800 in 2010. Speciality industrial workers, particularly in skilled

trades, are often recruited for short-term projects, since vocational training in Israel has not

produced welders, pipefitters and other such professionals in sufficient numbers.

Lower social contributions are imposed on employment of foreign workers, who are

excluded from the public health insurance and pension schemes and required to hold

private insurance. However, Israel imposes fees on the employers of foreign workers, to

raise the cost of their employment relative to Israeli workers (Table III.8). Fees have

increased over time, with a sharp rise in 2009 as part of a policy to further discourage

employment of foreigners. In the construction sectors, fees can add as much as one-third

of total wages to the cost of employment. None of these fees may be deducted from wages.

Employment of asylum seekers and tolerated foreigners is illegal in Israel. The

absence of a reception system, however, has led the authorities to suspend enforcement of

this rule. This ambiguous status creates problems for enforcement of labour law, as well as

ensuring social and health insurance contributions.

Table III.8. Foreign worker fees, in Israel, by sector, 2011

Sector
Processing fee

Annual fee for permit 
to employ foreign worker

Monthly Levy
Average reported 

monthly wage

USD Percentage USD

Care giving 78 Exempt Exempt 550

Agriculture 152 305 10 1 242

Construction 227 4 908 15 1 603

“Ethnic restaurants” 204 1 629 15 1 688*

Industry 227 1 819 15 n.a.

Experts 305 2 423 Exempt n.a.

Notes: Information on data for Israel: http://dx.doi.org/10.1787/888932315602
* Includes hotels.
Sources: Ministry of Industry, Trade and Labour, 2011; CBS, data on wages, 2009.

1 2 http://dx.doi.org/10.1787/888932442446
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2.3. Key problems in the labour migration management system

The primary objective of any managed labour migration system is to meet labour needs that

cannot be reasonably satisfied with locally available labour without adversely affecting the

local labour market. There is some question about whether this aim is being achieved in Israel.

Following the blueprint for managing labour migration which was set out in OECD

(2009a), in terms of i) identification of needs which can only be met through foreign

recruitment; ii) recruitment methods, and iii) enforcement mechanisms, the Israeli system

presents the following critical issues (OECD, 2010a).

Recruitment channels are plagued by illegal fee-taking

The single largest problem with the Israeli system is its vulnerability to abuse through

illegal fee-taking. These fees far exceed the legal limit; fees charged to Chinese

construction workers can reach USD 18 750 (Minghuan, 2009), and NGOs and inspectors

cite cases of even higher fees. The fees create an incentive for employers (intermediary

employment and recruitment agencies) to exaggerate the number of workers needed, since

each worker hired represents an opportunity for fee-taking (Israeli State Comptroller,

2002). They reduce the incentive to hire workers within Israel, whether Israeli or

legally-present foreign workers seeking to change employer. The need to pay off the high

level of debt assumed by many foreign workers makes them especially vulnerable to

exploitation while employed and, when fired or at the end of their contract, more likely to

overstay and work illegally. While many OECD countries give a role to recruitment agencies

in their labour migration management system, the scope offered to such agencies for

rent-taking in Israel is exceptional.

No “labour market test” to encourage the employment of Israelis

In contrast to all OECD countries, Israel does not conduct a labour market analysis or

test before allowing foreign recruitment in low-skilled sectors. The sector and occupational

restrictions and quotas are set through informal negotiations between different ministries,

and are often strongly influenced by requests from the employer organisations.

Employers illegally pay foreigners a real wage below the minimum

A low level of enforcement and a particularly vulnerable population of foreign workers

have meant that employers have been able to pay illegally low wages. Inspection, enforcement

and institutional oversight in the homecare sector is particularly weak. The situation has

improved somewhat in the past two years, with greater enforcement powers granted to labour

inspectors, collaboration between the Immigration Authority and the labour inspectorate, and

the strengthening of the Ombudsman for Foreign Workers. However, the Ombudsman does

not have jurisdiction over labour law violations in the home-care sector, on the ground that

employers (the disabled) are a vulnerable category themselves.

High fees meant to favour hiring Israelis are not effective in the absence of enforcement

Israel imposes fees on employers who wish to hire foreign workers to discourage

hiring, and to favour employment of Israelis. The fees in Israel are higher than in any OECD

country, both in absolute terms and relative to the minimum wage. As Israeli employers

have been able to illegally pass these fees on to employees through unpaid hours, high fees

are more of a revenue stream for the government than an incentive to hire locally. Further,

if there really were no local workers to be hired, the fees would be unnecessary.
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Foreign workers are subject to a separate insurance system

Foreign workers do not pay the same health insurance contributions as Israelis and do

not have access to the same Health Management Organisations (HMOs) in which Israelis

must be enrolled. Foreign workers must hold separate private insurance, paid for by their

employers, with coverage inferior to that of the HMOs to which nationals have access. This

is in contrast to prevailing practice in OECD countries.

The equalisation tax on Palestinian workers does not compensate for a lower real wage

Palestinian workers are excluded from most social coverage and therefore pay lower

social contributions. An equalisation tax on employer and employee contributions (about

7% and 4% respectively) has not brought the real wages and costs of Palestinian workers up

to that of Israelis – or foreign workers.

Bilateral arrangements for recruitment have been slow to take off

Bilateral recruitment channels are useful to fight illegal recruitment fees. Farmers’

representatives and the governments themselves delayed negotiation with Thailand. Only

in 2010 did a pilot project with Sri Lanka begin. There is no incentive to participate: the

pilot is not mandatory, and fees for employers are the same as through channels under

which employers have traditionally received rents.

Limits on occupational mobility make foreign workers especially vulnerable

When workers must remain with their authorised employer, they are unlikely to take legal

measures against their employer for contractual violations. This “binding” increases the risk of

losing status and of illegally overstaying. Following a 2006 High Court of Justice (HCJ) ruling,

mobility is now allowed among employment agencies. The illegal fees and the quota, however,

both provide an incentive for agencies to push workers into undocumented status, so as to

allow them to bring in new workers rather than place those currently in Israel.

Measures to encourage hiring from within Israel have not been implemented

A number of regulations and incentives to hire Israelis instead of foreign workers were

not implemented, or only partially implemented.

Limited rights are not compensated with protection

The policy for foreign workers is aimed at ensuring that foreign workers do not settle

or form families in Israel. Similar restrictions in other OECD countries apply only to

workers with much shorter periods of stay, and exist alongside a system where skilled

workers, or those meeting shortages, have the prospect of permanent residence and family

reunification. Exclusion from the 1996 Manpower Agencies Law, which requires employers

to directly hire temporary workers after nine months, ensures a continuing weak position

on the labour market. Foreign workers cannot pursue claims once they have left the

country; this provides an incentive for abusive employers to push for deportation. Finally,

access to workplace injury benefits is difficult for foreign workers.

No policy for asylum-seekers or refugees

While Israel has tried to reduce incentives for economic migrants by imprisoning new

arrivals for extended periods, providing no services or assistance, and denying access to the

labour market, asylum flows are often independent of receiving-country policies. However,
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such a status favours their exploitation, undermining the objectives of the labour migration

management system. Finally, despite well-developed absorption services for permanent

immigrants, recognised refugees have no public integration or support programme.

The critical issues listed above help explain the policy concern over the impact on

Israeli workers of temporary foreign workers, since the conditions of recruitment and

employment weaken their position on the labour market and lower the wage they are

willing to accept. The next section examines the empirical basis on which these policy

concerns are based.

3. Impact of migration on the Israeli economy
The different patterns and characteristics of permanent and temporary migration

flows, with a well-documented mass migration observed in the 1990s followed by a

significant inflow of temporary foreign workers, make Israel a very interesting case for

studying the impact of different types of immigration on the labour market outcomes of

natives, and on the economy in general.

Most of the literature on the impact of migration on labour market outcomes of

natives in OECD countries has generally found no effect on average (or only a small one); a

negative effect on the least educated, especially prior immigrants; and a positive effect on

the more educated native population (e.g. Borjas, 2003; Card, 2005; Ottaviano and Peri, 2006;

Manacorda et al. 2006; Dustmann et al. 2008).11 This section analyses the available evidence

on the impact of permanent and temporary migration on natives’ labour market outcomes

in Israel and compares it with that of other OECD countries.

3.1. The impact of permanent migration: evidence from the 1990s

As described above, Israel has developed a broad set of policies and initiatives to

promote immigration by Jews and assist them with their integration. The mass migration

observed in the 1990s provides a major opportunity for studying the impact on natives, in

terms of their employment outcomes, and the effect of different integration programmes

and services. The unique conditions of this migration, and the rich statistical data

available, have led to many studies on the impact of the Russian immigration on Israel’s

labour market in the 1990s.

Studies of the impact of the mass immigration in the 1990s generally find no negative

impact on natives by the end of the decade, with some positive effects. Hercowitz and

Yashiv (2002) find an initial positive effect on native employment due to increased

consumption – a result of the “absorption basket” – but a negative impact one year after

arrival. Cohen and Hsieh (2001) find that native wages and return to capital fell during the

peak immigration period but returned to prior levels by 1997. Skill premia for natives were

not affected by the high average educational attainment of Russians, because the latter

suffered occupation downgrading and therefore did not compete directly with many

natives. However, Friedberg (2001) looks at the impact on wages and employment within

occupations and finds that native wage and employment growth was negatively affected in

those occupations which attracted many immigrants. But when the author looks at prior

occupation of immigrants, she finds that natives in these occupations did not suffer from

immigration. Immigrants appear to have entered occupations with low wage growth and

employment contraction, or to have been complementary with natives in their prior

occupations. Cohen-Goldner and Paserman (2004a) distinguish between short- and
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long-term impacts of immigration on natives’ wage and employment. They find that a 10%

increase in the share of immigrants lowers natives’ wages in the short run (by 1-3%), but

that this effect disappears after four to seven years. They find no effect of immigration on

employment, either in the short or in the long run. In a separate analysis, they also find

(2004b) that immigrants are negatively selected into occupations with high turnover, but do

not cause a higher probability to exit among natives. In terms of transitions from

employment to non-employment, they find that young men, skilled men and

private-sector workers are adversely affected by the presence of immigrants.

Labour market conditions vary significantly among the different regions in Israel, and

the low-educated local population in less skilled occupations varies in different regions.

Immigration appears to have had a significant impact on certain occupations, and

therefore on specific local population groups. Shapira (2007) looks at the local labour

market impact of highly educated migrants and finds a negative impact on native

high-skilled workers. When looking at local labour markets, specific population groups and

occupations, Shapira (2009) also finds that there is a short-term negative impact on wages

for all groups, and for occupational outcomes for the – largely low-skilled – immigrants

from North Africa and Asia.

Detailed data on immigration and on the uptake of active labour market policy

initiatives by immigrants make the boom in immigration to Israel in the 1990s a natural

experiment in unrestricted mass migration and its impact.

Israel received significant human capital through these immigrants, although much

was not compatible with the demands of the labour market at the time. Throughout

the 1990s, more than half of all immigrants had at least 12 years of education, and almost

one in five had 16 or more years. The average education of new immigrants from the FSU

declined during the 1990s, perhaps because higher educated migrants enjoy a greater

return for migrating earlier (Locher, 2000). The first wave of immigration also led to chain

migration and greater information in the FSU about Israel as a destination.

However, historically, the better educated FSU Jews had gone to the United States,

where they experienced much faster wage assimilation (Cohen and Haberfeld, 2007).

From 1989-92, this selection was much weaker, as the United States imposed obstacles for

this group. A comparison of outcomes between FSU Jews immigrating to Israel and to

Canada (Lewin-Epstein et al. 2003) found that immigrants to Canada – who had been

selected on the basis of their education and experience – ended up in higher status and

wage occupations, while those in Israel entered the labour market more quickly. Canada

received younger and better educated immigrants, and the selection process ensured that

even older immigrants would have a skill set enabling them to find jobs.12

Compared with prior waves of immigration, per capita income increased during

the 1990s (Neuman, 1999). The 1990s were a period of expansion of the high-tech sector in

Israel, and one hypothesis is that the growth in that sector was fuelled by the arrival of

Russian engineers (82 000 Soviet-trained engineers arrived in the 1990s compared with

only 30 000 engineers already in Israel). Paserman (2008) looks at the impact of high-skill

immigration on productivity and finds a negative overall impact in low-tech industry and

a slight positive effect on the high-tech industry as a whole.

Immigrant health professionals encounter difficulty in fully utilising their skills in

many OECD countries (OECD, 2008b). Licensing is often an obstacle for immigrants

planning to practice medicine in OECD countries and delays entry into the profession.
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Israel, which received a large number of Soviet-trained physicians, does impose a

mandatory licensing procedure which requires retraining. Kugler and Sauer (2002) look at

Soviet-trained physicians and whether they go through the licensing procedure or not.

They find negative selection into the occupation, as high-skilled Soviet-trained physicians

opt for higher-paid jobs in other fields and lower-skilled physicians go through the

licensing process. Licensing leads to higher wages for these Soviet doctors, but immigrant

doctors earn significantly lower wages than Israeli-trained doctors. Importantly, neither

the latter nor young Israelis entering medicine see their wages depressed due to greater

competition from immigrant doctors.

The research tends to show that the large-scale permanent immigration of the 1990s

had a positive impact for Israeli natives and for the economy in general. Outcomes for the

immigrants themselves, as described above, have been largely positive.

3.2. Measuring the impact of temporary foreign workers on the Israeli economy

If the impact of permanent immigrants in the 1990s has been extensively studied and

generally found positive, there is much less evidence on the impact of temporary labour

migration. The policy shortcomings cited in the 2010 OECD Review, especially regarding the

absence of a labour market test, low wages of foreign workers and the perverse incentives

for recruitment, suggest that temporary migrants may substitute Israeli workers. In fact,

since the beginning of the upsurge in temporary labour migration in Israel, there has been

an ongoing discussion about their impact on the economy, and more specifically on the

employment of Israelis.

The impact of temporary foreign workers on natives’ wages and employment is at the

core of policy debate on immigration in many OECD countries as well. The most common

argument against foreign workers employment is that it adversely affects wages and

employment of low-skilled natives, and thus increases wage inequality and poverty

amongst natives.

Policy consensus in Israel is that foreign workers negatively affect employment 
outcomes of Israelis

The main assumption in the policy debate is that foreign workers affect negatively the

labour market prospects of Israeli workers, in particular those low-skilled working in the

same sectors as foreign workers. As a result, even before the economic downturn in 2008,

the ostensible policy aim was to reduce the number of foreign workers in Israel on the

grounds that foreign temporary workers were crowding out low-educated Israeli workers,

especially Arabs (e.g. Ministry of Finance, 2005; Eckstein, 2007; Bank of Israel Annual

Report, 2010). Since 1996 official labour market policy has included the objective of

reducing reliance on foreign workers, and this objective has been reiterated by all

government coalitions. To some extent, this has led to a lower number of temporary

migrants in the construction and industry sectors (Figure III.11), albeit not in agriculture or

the care sector.

The main argument is that foreign workers depress wages in these sectors below

levels which would attract Israelis. The inflow of foreign workers coincided with a relative

decline in construction wages from 90% of the average wage in 1994 to 75% in 2001. Overall

employment grew while productivity declined. Eckstein (2007) suggested while the current

gross wage for Israelis is about USD 9.7, it would take an hourly wage of USD 12.2 to ensure

return of Israelis to working in the sector. In this context, Bar Zuri (2009) suggests that
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low-educated Israelis came back to the construction sector following the reduction in

foreign workers in 2004, and considered this responsible for the decline in the

unemployment rate among low-educated Arabs from 16.8% in 2002 to 13% in 2008. Easy

and excessive recourse to foreign workers has also been held partly responsible for the

difficulty in helping the long-term unemployed back into the labour market (Tamir

Committee, 2001).

In agriculture, access to cheap foreign labour is a form of government support (OECD,

2009b). Farmers have preferred to recruit foreign workers: the Farmers Federation claims

that Israelis will not do greenhouse work at any wages. Yet agricultural wages have not

risen in periods where farmers have complained of shortages of labour. However, the

characteristics of Israeli agriculture affect the long-term demand for foreign workers. Part

of the employment is in greenhouse jobs with inconvenient, gruelling and long shifts, or in

remote desert areas. The seasonal fluctuation in the Israeli agricultural workforce suggests

that there is still a margin to increase employment of Israelis, yet some jobs may remain

difficult to fill.13

The live-in care sector is the least controversial, raising less concern over the impact

of foreign workers, and more attention to the benefits of access to affordable long-term

care. In addition to the inherent difficulty of the work, unpaid overtime and undeclared

hours by live-in carers make the sector unattractive to Israeli workers.14 Eckstein (2007)

forecasts that, in light of ageing trends and the rate of recourse to foreign workers in the

sector, the number of foreign workers in the sector could well double to 108 000 by 2025. As

in some other OECD countries, 24-hour care is often economically accessible to large

segments of the population only through resort to illegal employment practices (Fujisawa

and Colombo, 2009).

Figure III.12 shows the average monthly wage in 2005-09 for the sectors which

accounted for most jobs held by temporary foreign workers for which wage data are

recorded by the Israeli CBS.15 The wage paid to foreign workers is significantly lower than

that paid to Israelis in each category, which is not surprising, since Israelis occupy more

productive positions.16 The absence of wage growth is evident. The proportion of jobs held

by foreign workers has decreased in the past six years in construction and agriculture,

mostly a result of the policy to reduce reliance on foreign workers. The high salary

threshold for hiring temporary foreign workers in other sectors is reflected in the higher

wages received outside of the sector-based programmes.

While reports from special commissions, Ministry policy reports and the Bank of Israel

have often pointed out that temporary migration has a negative effect on Israeli workers,

through lower wages and higher non-participation, the employers’ view is different. The

construction industry argues that its allotment of foreign workers is justified by the

shortages in the five authorised construction trades (“wet work”). While training for these

activities is not particularly long, the work is unattractive – in part, according to employers,

because it is associated with foreign workers. Employers also complain about the low

productivity of Israeli workers and unreliability of cross-border workers. The construction

industry argues that shortages of foreign workers have contributed to the current increase

in housing costs in Israel, through wages, yet the wages of foreign workers – which

represent only a fraction of total construction cost – have not risen.17 In agriculture,

farmers have organised protests and a “vegetable strike” in November 2010 to pressure

authorities to admit additional workers, arguing that they cannot find substitutes locally.
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Figure III.12. Reported average monthly wages of Israeli and foreign workers 
and proportion of jobs held by foreigners, 2004-09

Note: Information on data for Israel: http://dx.doi.org/10.1787/888932315602.

Source: Israel CBS. Home care excludes those paid directly by families and those listed as maids or domestic helpers.
Wages are adjusted to 2009 prices.

1 2 http://dx.doi.org/10.1787/888932441021
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Claims by employers are supported by the limited success of programmes to train

Israelis for jobs in construction, or subsidies for employment of Israelis in agriculture,

construction and home care. While agriculture and home care present specific difficulties

due to the nature of the job, the low uptake of training and employment in “wet”

construction jobs is less easily explained. In fact, the wage subsidy represents a significant

premium to the prevailing wage for these occupations, and the high fees on foreign

workers in construction should make Israeli workers attractive for employers.

The evidence on the impact of foreign workers on Israeli employment and wages 
is less clearcut

Somewhat surprisingly, given the extent of the ongoing policy debate regarding the

impact of foreign workers, empirical research has been limited. The few analyses which

have been conducted into the impact of foreign workers have all found a negative effect on

the participation rate of Israelis, including a spillover effect as low-skilled Israelis were

crowded out of certain occupations and increased the low-skilled labour supply for other

occupations. Gottlieb (2002) showed that the ratio of foreign (and Palestinian) workers to

Israeli workers in the sector had a negative effect on wages of low-educated Israelis in

industry, agriculture and business services, and a positive effect on wages of high-educated

Israelis in these sectors. Zussman and Romanov (2003) and Gottlieb and Amir (2005) also

found crowding-out effects, specifically for Israeli Arabs. The substitution effect of foreign

workers on employment and their spillover effect on Israeli wages were attributed to the

low real wages and poor working conditions of many foreign workers. Research has also

concentrated on the effect of foreign workers on the employment of Palestinian

cross-border workers, for whom, de facto, they were first recruited as substitutes. The

large-scale arrival of foreign workers depressed employment opportunities for Palestinians

in Israel (Miaari and Sauer, 2006; Friedberg and Sauer, 2003), although other analyses using

Palestinian labour force data (Aranki and Daoud, 2008) find that border closures had a

stronger effect on Palestinian employment in Israel, while foreign workers depressed the

wages of Palestinians working in Israel.

So far, few research has shown the differential impact of different types of foreign

workers, nor how different Israeli population groups may have been affected. The main

reason is the limited data available on legal temporary foreign workers and undocumented

workers. For example, the Israeli LFS data do not include foreign workers, either because

they are not in the sample (for the case of registered foreign workers or undocumented

workers) or because they do not reside in Israel (for the case of cross-border workers).18

The OECD commissioned a study (Cohen-Goldner, 2011) to try to fill this gap and assess

the impact of foreign workers on labour market outcomes of Israeli workers.

Cohen-Goldner’s study assesses separately the impact of three groups of foreign workers:

i) temporary registered foreign workers; ii) unregistered foreign workers; and iii) Palestinian

workers from the West Bank. In addition, it differentiates the impact of foreign workers on

Israeli workers by population group (using the Israeli definition: Jews vs. non-Jews), by

gender and by sector (agriculture, construction, home care services and the overall

economy). The study matches data from the Israeli Labour Force Surveys with wage data

from the Income Surveys of 1998-2008. In addition, as foreign workers are not covered by

the LFS, quarterly CBS data on the number of registered and unregistered foreign workers,

as well as Palestinian workers by sectors, are used for the years 1998-2008.
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Self-selection of migrants across occupations and local labour markets is usually one

of the main problems when estimating the effect of migrants on natives’ labour market

outcomes. Nevertheless, this issue is not a major concern for temporary foreign workers in

Israel, since they are allowed to work only in specific sectors (construction, agriculture or

home-care) and cannot move between sectors. In addition, there are many restrictions on

the movements of foreigners between locations. Selection bias is less likely also because

the actual number of foreign workers is, as noted above, driven less by labour demand than

by quotas related to security concerns (for cross-border workers) or political decisions.

Nevertheless, reverse causality cannot be completely ruled out as foreign workers are only

allowed to work in sectors where labour shortages are thought to be present.

The usual assumption is that foreign workers should affect mainly local workers with

similar characteristics – the low-educated – and in particular those who work in sectors

that employ foreign workers. However, in the Israeli case, it is important to note that, while

low-educated foreign workers are concentrated in three sectors (construction, agriculture

and home care) and hold specific jobs within these sectors, low-educated Israeli workers

are distributed across all sectors and perform a variety of jobs. In addition, low-educated

workers tend to have low levels of specialisation, which might allow them to move across

sectors and jobs more easily. This mobility can create a spillover effect of foreign workers

on Israeli workers in all sectors and the impact on natives may not necessarily be found in

the specific sectors that employ foreign workers.

Table III.9 shows the synthetic results of Cohen-Goldner’s (2011) study. Each cell shows

the significance and the sign of the effect of different categories of foreign workers on the

employment and wages outcomes of different groups of the native population. Full

estimation results are shown in Annex Tables III.A1.5 to III.A1.9 and a full description of

the empirical analysis and the specifications is contained in Cohen-Goldner (2011).19 The

presence of foreign workers is defined as the ratios of the number of registered foreign

workers (RFW), unregistered foreign workers20 (UFW) and Palestinian workers (PW) relative

to the number of Israeli workers in the sector in 1990 (in 1995 for home care).

The presence of foreign workers did not have the same effect on all Israeli workers in

the construction sector. Non-Israelis (mainly Palestinian workers) seem to have substituted

for Israeli workers in wet jobs in construction. However, for non-Jews, this substitution led

to lower employment opportunities in construction while for Jews it actually expanded

their employment opportunities in the sector. In general, the wages of Israelis seem mostly

unaffected by the presence of foreign workers. However, wages of those working in wet

jobs are negatively correlated with the presence of unregistered foreign workers in the

construction sector.

The analysis for the agricultural sector suggests that foreign workers have positive

complementarities on Israeli workers in that sector. The presence of foreign workers seems to

have enabled the expansion of the sector and made more room also for employment of Israeli

workers.21 Nevertheless, lower-educated Jews have seen a decrease in their employment

opportunities in agriculture due to the inflows of foreign workers. No significant changes in

wages due to the presence of foreign workers have been observed in this sector.

Foreign workers may have displaced as well low-educated Israeli Jewish women,

mostly from working in the home-care sector to non-participation in the labour force. No

significant effect of foreign workers on wages of Israeli women is found, although the

explanatory power of the wage regressions in home care is extremely low22, perhaps due

to a higher measurement error in the wage data observed in the home-care sector.
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Table III.9. Synthetic results: the impact of temporary foreign workers on Israeli workers, Israel, 1998-2008

Employment Wages

Jews Non-Jews Jews Non-Jews

Employed vs. unemployed
Employed vs. unemployed 

or out of the LF
Employed vs. unemployed

Employed vs. unemployed 
or out of the LF

Log wages Log wages

Sector Groups RFW UFW PW RFW UFW PW RFW UFW PW RFW UFW PW RFW UFW PW RFW UFW PW

Construction, Men All n/s n/s n/s n/s n/s (+) n/s n/s n/s n/s n/s n/s n/s n/s (–) n/s n/s n/s

Specific groups n/s n/s
(–) 
Wet

n/s
(–) 
Wet

(–) 
Wet

n/s n/s
(–) 
Wet

n/s n/s
(–) 
Wet

n/s
(–) 
Wet

n/s n/s
(–) 
Wet

n/s

Agriculture, Men All n/s n/s (+) n/s n/s n/s n/s n/s n/s n/s n/s n/s

Specific groups
(–) 

Low 
educ

(–) 
Low 
educ

(–) 
Low 
educ

n/s n/s n/s
(+) 

Med 
educ

n/s n/s n/s n/s n/s

Home Care, Women All n/s n/s n/s n/s n/s n/s

Specific groups n/s n/s
(–) 
Low 
educ

n/s n/s n/s

Overall Economy, Men All n/s n/s n/s n/s n/s n/s n/s n/s n/s n/s n/s n/s n/s n/s (–) (–) n/s n/s

Specific groups

(+) 
Constr 

(–) 
Low 
educ

n/s

(+) 
Constr 

(–) 
Low 
educ

(+) 
Med 
educ 
and 

Constr

n/s

(+) 
Constr 

(–) 
Low 
educ

n/s n/s n/s
(+) 

Med 
educ

(–) 
Med 
educ

n/s
(+) 

HH Serv

(+) 
Med 
educ

(–) 
Med 
educ

n/s

Overall Economy, Women All n/s n/s n/s n/s (+) n/s n/s n/s

Specific groups
(+) 

Low 
Educ

(–) 
Low 
and 
Med 
educ

(–) 
Low 
and 
Med 
educ 
(+) 

HH Serv

n/s
(–) 

Low 
educ

(–) 
Low 
educ

(–) 
Low 
educ

n/s
(–) 

Constr

Notes: RFW, UFW, PW refer to Registered Foreign Worker, Unregistered Foreign Worker, and Palestinian Worker.
(+) indicates positive and significant effect and (–) negative and significant effect of the presence of foreign workers on native labour market outcomes. n/s indicates a non significant coefficient.
Low educ refers to low education level of natives (0-11 years of schooling). Med educ refers to a medium education level (12 years). Constr refers to the construction sector. HH Serv refers to the
household services sector. Wet refers to “wet jobs” only.
Information on data for Israel: http://dx.doi.org/10.1787/888932315602.
Source: Cohen-Goldner (2011).

1 2 http://dx.doi.org/10.1787/888932442465

www.oecd.org/migration/imo

http://dx.doi.org/10.1787/888932315602
http://dx.doi.org/10.1787/888932442465


III. INTERNATIONAL MIGRATION TO ISRAEL AND ITS IMPACT

INTERNATIONAL MIGRATION OUTLOOK: SOPEMI 2011 © OECD 2011242

As mentioned above, foreign workers can have spillover effects if Israeli workers move to

other sectors where foreign workers are not permitted to work. Indeed, Cohen-Goldner’s (2011)

results show that the employment and wages of all Israeli men are correlated with the share of

foreign workers in the economy. The effects, however, are not homogeneous across population

groups. For example, the presence of foreign workers seems to affect negatively the

employment of Israeli Jewish men with lower educational level, but positively those working in

the construction sector. The wage results seem to indicate that all male Israeli workers (Jews

and non-Jews) earn less due to the presence of foreign workers in the economy.

The presence of foreign workers has spillover effects on the labour market outcomes

of Israeli Jewish women as well, although the mechanisms behind some results are

difficult to explain. For example, the presence of Palestinian workers (mostly men) is

positively correlated with the probability of employment of Israeli Jewish women, and in

particular those employed in services. While employment of low-educated females is

negatively associated with the presence of Palestinian and unregistered foreign workers, it

is positively associated with the number of registered foreign workers.

Cohen-Goldner’s contribution to the debate on the impact of temporary foreign workers

on native labour market outcomes in Israel shows a complex picture. Her analysis suggests

that the impact of non-Israeli workers on Israelis’ labour market outcomes is heterogeneous

according to the type of the foreign worker, the sector and the characteristics of Israelis

themselves (Table III.9). In construction the results imply that foreign workers substituted for

some Israeli workers, expanded employment opportunities for others and lowered the wages

of those who continued to work in the sector. In agriculture they imply that foreign workers

are more complements to Israeli workers in the sector, and even led to an increase in Israelis’

employment. In the home-care sector, the presence of foreign workers is associated with

lower employment opportunities for low-educated female Jews.

For the overall economy, the number of foreign workers is associated with higher

employment opportunities for some Israelis, and lower opportunities for others, mostly

those with lower levels of education. In terms of wages, a higher number of foreign workers

is associated with lower wages of all Israeli workers, but to a greater extent for non-Jewish

men. Nevertheless, the wage results should be taken with caution as wages are observed

only for those who work, and the analysis suggests that foreigners affect employment

opportunities as well.

Conclusions
This chapter has reviewed international migration to Israel, in terms of its history, the

policy for supporting integration, the integration of immigrants, and the temporary labour

migration system. It has also looked at the impact of permanent immigration and

temporary labour migration on the labour market outcomes of native-born Israelis. In light

of the specificities of the Israeli case, what relevance do these findings have for

understanding migration and integration in other contexts?

First, immigrants to Israel have higher employment rates than the native-born, and

higher employment rates than immigrants in most OECD countries, suggesting at first

glance that they have been successfully integrated. While they suffer from overqualification,

perhaps more than in most OECD countries, they are also an important part of the

high-skilled workforce. This is a notable outcome since migration to Israel is not driven by

labour market demand, and most immigrants do not arrive with a job offer.
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Israel’s integration policy is clearly part of the answer. The granting of citizenship

upon arrival, and a political culture of absorption of immigrants into the majority group,

may have contributed to the favourable outcomes. Other obstacles, such as poor language

skills, mismatched occupations or unrecognised qualifications, remain a problem, and to

some extent seem to ensure that wages and opportunities, on average, lag behind the

native-born even after two decades.

Second, the Israeli debate over the impact of the temporary foreign worker programme

has implications for similar debates in other countries. Israeli policy makers have long

been convinced that temporary foreign workers have a negative impact on low-educated

Israeli workers. The substitution effect is suspected in part due to a failure to ensure

respect for legal wages and working conditions. In addition to imposing the highest fees in

the OECD on temporary foreign workers, Israeli policy makers have also experimented –

unsuccessfully, so far – with subsidies, training and incentives to encourage employers to

favour low-educated Israeli workers.

Empirical evidence suggests that the impact of temporary foreign workers is

ambiguous: some population groups seem to be negatively affected, while others benefit.

The effect is different for different sectors of employment of foreign workers as well, and

takes different forms. While the analysis did not take into account the impact of temporary

foreign workers on productivity, exports or growth of the sectors involved, the insistence of

the construction industry, farmers and health-care providers on continued access to

foreign workers indicates the positive impact they perceive for themselves.

This finding underlines the difficulty in making a temporary labour migration

programme benefit both the migrants and workers in the host country, as well as the host

country in general. Israel, more than other OECD countries, has tried to reduce negative

externalities of foreign workers by limiting their stay, preventing family formation, and

excluding them from some social benefits. However, these controls have not succeeded in

limiting the labour market impacts of foreign workers in Israel. The fact that some native

workers lose, some gain, and some industries benefit makes it difficult to draw a single

conclusion regarding the overall impact of the Israeli scheme. In fact, Israel has also grown

dependent on foreign workers for its long-term care system, and the negative employment

impact on some population groups has been considered an acceptable trade-off.

Policymaking in this area means deciding which gains are to be given priority and which

losses to be considered acceptable in exchange.

Notes

1. This chapter only treats post-independence (1948) immigration. 

2. DIOC does not include 2005/2006 data for several OECD countries, including Germany. There were
about 10 000 Israeli citizens aged 15 and over living in Germany in 2008.

3. Foreign-born Israelis are also more likely to stay abroad once they emigrate: among Israeli
nationals returning to Israel after a period of emigration, less than 40% were foreign-born.

4. Repatriation to Sudan is not possible, and Israel does not repatriate to Eritrea, so citizens of these
countries are given a form of tolerated stay rather than access to refugee status determination.
Asylum flows into Israel have put Israel into the upper range of receiving OECD countries (about
1.8 per thousand inhabitants, lower than only Norway, Sweden, Greece and Switzerland).
Nonetheless, the authorities have not yet established a reception centre nor regulations regarding
the stay, rights and labour market access of asylum-seekers. A small number of refugees have been
recognised and have received temporary permits.
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5. Business incubators, consulting, networking and support, as well as favourable start-up loans are
offered. There were 410 loans in 2008, for a total of USD 6.2 million. In 2008, the survival rate of the
1 200 businesses started in the previous three years was 65%.

6. Employment probabilities of different native-born population groups are significantly different,
even after controlling for age and education. 

7. Currently, most Palestinian workers are subject to a minimum age requirement, depending on the
sector, and must be married with children to receive clearance, after which they are issued a work
permit which must be renewed every three months. This kind of selection criteria is not used in
other OECD countries.

8. For foreign experts, a work visa may be extended beyond 63 months subject to special request and
the approval of two ministers; for care workers assisting a dependent recipient, extensions may be
granted based on a social worker’s assessment.

9. The absence of civil marriage means that foreign workers cannot acquire permanent residency by
marrying an Israeli, unless the marriage occurs abroad, although a documented “common-law”
marriage may grant a temporary visa, convertible to permanent residence after five to seven years.
Foreign workers are not allowed to form such relationships with other foreign workers, as this
would violate the prohibition on first-degree relatives.

10. A registry of unemployed foreign care-workers created in 2009 was meant to prevent new entries
of care workers when the number of unemployed care workers exceeded 1% of the total foreign
care-worker population (currently, equivalent to about 550 unemployed). The number of registered
unemployed care workers was about 1000 in late 2010 (partly due to turnover as employers die),
and agencies continue to recruit new workers from abroad. Agencies have a disincentive to report
unemployed workers, as this prevents them from bringing in new workers. Employees also distrust
the registry, as it was initially also used to identify unemployed workers for expulsion.

11. See Dustman et al. (2008b) for an extensive review of the literature on the impact of migrants on
native labour market outcomes.

12. No such selection was observed when comparing Jewish emigrants from the FSU in Germany and
Israel, although their outcomes differed (Cohen and Kogan, 2007).

13. A number of programmes to subsidise Israeli workers in agriculture have not been successful.
A 2009 requirement to hire Israelis as a condition for receiving foreign workers was also rejected
by farmers.

14. A 2009 NII/Ministry of Finance programme granted four additional hours weekly to recipients of
the LTC benefit if they hire an Israeli rather than a foreign worker, but these few additional hours
attracted few Israelis into full-time live-in care.

15. The CBS does not have wage data for care workers employed directly by families and individuals
(who represent more than half the workers in the care sector) and those employed illegally
(including almost all undocumented foreign workers).

16. These data mask a much larger wage gap because they do not account for hours worked nor for the
greater mobility among Israeli workers who can change employer much more easily than
non-Israeli workers (which reduces average wage per job). Further, non-Israeli workers generally
work at least the maximum monthly hours (186; 180 in construction), while part-time work is
much more common among Israeli job holders.

17. The construction industry association also blames the shortage of foreign workers for a supposed
increase in construction times, calculating that 24 man-months of “wet work” are required for
each apartment. However, according to the Ministry of Finance, construction times have not
changed with variations in the number of foreign workers.

18. See Box III.1 for more details.

19. The impact on employment of Israelis is assessed using two sets of estimations: the first set
includes only employed and unemployed Israelis who reported they worked in that sector, while
the other set also includes individuals who are currently out of the labour force but reported they
worked in that specific sector previously. Different results between both sets of estimations may
signal that the impact of foreign workers might be found on the decision to participate in the
labour market. The impact on log hourly wages is assessed for those in salaried work only.

20. Information on the number of unregistered foreign workers is available for construction only, since
the CBS assumes there are no unregistered foreign workers in agriculture and there is no available
information on the number of unregistered foreign workers in home care.
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21. During the investigated period there was also a considerable fall in the share of self-employed
Israelis in agriculture. The possible links between foreign workers in agriculture and employment
and earnings of self-employed are not considered in Cohen-Goldner’s analysis.

22. Cohen-Goldner does not find any correlation between foreign workers in home-care and natives’
wages, which may reflect the employment self-selection of Israeli workers to the home care sector
and not necessarily imply that foreign workers do not affect wages of native Israelis. 

References

Aranki, T.N. and Y. Daoud (2009), “Competition, Substitution, or Discretion: An Analysis of Palestinian
and Foreign Guest Workers in the Israeli Labor Market”, J Popul Econ (online), pp. 1432-1475.

Bar Zuri, R. (2009), “Undocumented Foreign Workers who were Deported from Israel in 2008”, MOITAL
Research Administration, Jerusalem, May 2009 (in Hebrew).

Bank of Israel (2010), Annual Report 2009, Jerusalem.

Ben David, D. (2008), “Brain Drained: A Tale of Two Countries”, Dan, CEPR Discussion Paper No. 6717.

Böhlmark, A. (2008) “Age at immigration and school performance: A siblings analysis using Swedish
register data”, Labour Economics, Vol. 15, No. 6, pp. 1366-1387

Borjas, G. J. (2003), “The Labor Demand Curve is Downward Sloping: Re-examining the Impact of
Immigration on the Labor Market”, Quarterly Journal of Economics, 118(4), 1335-74.

Borowski, A. and U. Yanay (1997), “Temporary and Illegal Labour Migration: The Israeli Experience”,
International Migration, Vol. 35, pp. 495-511.

Buchinsky, M. and C. Gotlibovski (2006), “Residential Location, Work Location, and Labor Market
Outcomes of Immigrants in Israel”, www.economics.uci.edu/docs/micro/f07/buchinsky.pdf.

Card, D. (2005), “Is the New Immigration Really so Bad?”, NBER Working Paper No. 11547, Cambridge,
Mass.

Cohen, S. and C. Hsieh (2001), “Macroeconomic and Labor Market Impact of Russian Immigration in
Israel”, Bar-Ilan University, Department of Economics Working Papers Series 11-01.

Cohen, S. and Z. Eckstein (2001), “Training and Occupational Choice of Highly Skilled Immigrants”,
Report presented at the Econometric Society World Congress 2000, Paper No. 122, Version
22 March 2001.

Cohen, Y. (2009), “Size and Selectivity Patterns among Israeli Born Immigrants in OECD Countries”, EUI
RSCAS CARIM Research Report No. 2009/12.

Cohen, Y. and I. Kogan (2007), “Next Year in Jerusalem … or in Cologne? Labor Market Integration of
Jewish Immigrants from the Former Soviet Union in Israel and Germany in the 1990s”, European
Sociological Review, Vol. 23, No. 2, pp. 155-168.

Cohen, Y. and Y. Haberfeld (2007), “Self-selection and Earnings Assimilation: Immigrants from the
Former Soviet Union in Israel and the United States”, Demography, Vol. 44, No. 3, pp. 649-668.

Cohen-Goldner, S. and M.D. Paserman (2004a), “The Dynamic Impact of Immigration on Natives’ Labor
Market Outcomes: Evidence from Israel”, IZA Discussion Paper No. 1315, Bonn.

Cohen-Goldner, S. and M.D. Paserman (2004b), “Mass Migration to Israel and Natives’ Transitions from
Employment”, IZA Discussion Paper No. 1319, Bonn.

Cohen-Goldner, S. (2006), “Immigrants in the Israeli Hi-Tech Industry: Comparison to Natives and the
Effect of Training”, Research in Labor Economics, Vol. 24, pp. 265-292.

Cohen-Goldner, S. and Z. Eckstein, (2002), “Labour Mobility of Immigrants: Training, Experience,
Language and opportunities”, CEPR Discussion Paper series No. 3412.

Cohen-Goldner, S. and Z. Eckstein, (2004), “Estimating the Return to Training and Occupational
Experience: The Case of Female Immigrants”, CEPR Discussion Paper series No. 4603.

Cohen-Goldner, S. and Z. Eckstein (2008), “Labor Mobility of Immigrants: Training, Experience,
Language, and Opportunities”, International Economic Review, Vol. 49, No. 3, pp. 837-872.

Cohen-Goldner, S. (2011) “The Impact of Temporary Foreign Workers on Israeli Workers –
Israel 1998-2008”, OECD Social, Employment and Migration Working Papers, OECD Publishing,
Paris, forthcoming.

www.oecd.org/migration/imo

http://www.economics.uci.edu/docs/micro/f07/buchinsky.pdf


III. INTERNATIONAL MIGRATION TO ISRAEL AND ITS IMPACT

INTERNATIONAL MIGRATION OUTLOOK: SOPEMI 2011 © OECD 2011246

Drori, I. (2009), Foreign Workers in Israel: Global Perspectives. SUNY Press, Albany.

Dustmann, C., T. Frattini and I. Preston (2008), “The Effect of Immigration on the Distribution of
Wages”, CReAM Discussion Paper No. 03/08.

Dustmann, C., T. Frattini and A. Glitz (2008b), “The labour market impact of immigration”, Oxford
Review of Economic Policy, Vol. 24, No. 3, pp. 477-494.

Eckstein, Z. (2007), “Report by the Inter-Ministerial Committee for the Formulation of Labour Migration
Policy”, Bank of Israel and Ministry of Industry, Trade and Labour, Jerusalem (in Hebrew),
20 September.

Eckstein, Z. and Y. Weiss (2002), “The Integration of Immigrants from the Former Soviet Union in the
Israeli Labor Market”, in A. Ben-Bassat (ed.), The Israeli Economy, 1985-1998: From Government
Intervention to Market Economics, Essays in Memory of Prof. Michael Bruno, MIT Press.

Eckstein, Z. and Y. Weiss (2004), “On the Wage Growth of Immigrants: Israel, 1990-2000”, Journal of the
European Economic Association, Vol. 2, No. 4.

Fefferman, B. (2000), “Foreign Workers Employed Illegally in Israel”, in D. Cinar, A. Gächter and
H. Waldrauch (eds.), Irregular Migration: Dynamics, Impact, Policy Options, Eurosocial Report Series,
Vol. 67, Vienna, pp. 61-76.

Friedberg, R. (2000), “You Can’t Take It with You? Immigrant Assimilation and the Portability of Human
Capital”, Journal of Labor Economics, Vol. 18, No. 21, pp. 221-251.

Friedberg, R. (2001), “The Impact of Mass Migration on the Israeli Labor Market”, Quarterly Journal of
Economics, pp. 1373-1408, November.

Friedberg, R. and R.M. Sauer (2003), “The Effects of Foreign Guest Workers in Israel on the Labor Market
Outcomes of Palestinians from the West Bank and Gaza Strip”, The Maurice Falk Institute for
Economic Research in Israel, Discussion Paper No. 03.08.

Friedlander, D., B.S. Okun, Z. Eisenbach and L. Lion-Elmakias (2004), “Immigration, Social Change and
Assimilation: Educational Attainment among Birth Cohorts of Jewish Ethnic Groups in Israel,
1925-29 to 1965-69”, Population Studies, Vol. 58, pp. 125-126.

Fujisawa, R and F. Colombo (2009), “The Long-Term Care Workforce: Overview and Strategies to Adapt
Supply to a Growing Demand”, OECD Health Working Paper No. 44, OECD Publishing, Paris.

Gal, J. and E. Leshem (2000), “Examining Changes in Settlement Policies for Immigrants: The Israeli
Case”, Journal of Comparative Policy Analysis: Research and Practice, Vol. 2, pp. 235-255.

Gottlieb, D. (2002), “The Effect of Migrant Workers on Employment, Real Wages and Inequality The
Case of Israel 1995 to 2000”, MPRA Paper No. 3148, http://mpra.ub.uni-muenchen.de/3148/.

Gottlieb, D. and S. Amir (2005), “Entry of Foreigners and Ejection of Locals in Employment in Israel”,
Economics and Planning Research Administration, MOITAL, www.moital.gov.il/NR/rdonlyres/
046863F8-7A02-4F1A-8172-E496672C9257/0/knisatzarim.pdf (in Hebrew).

Gould, E.D. and O. Moav (2008), “When is ‘Too Much’ Inequality Not Enough? The Selection of Israeli
Emigrants”, CEPR Discussion Paper No. 6955.

Hercowitz, Z. and E. Yashiv (2002), “A Macroeconomic Experiment in Mass Immigration”,
IZA Discussion Paper No. 475, Bonn.

Kemp, A. (2010), “Labor Migration in Israel: Overview”, Social, Employment and Migration Working Paper
103, OECD Publishing, Paris.

Kugler, A. and R.M. Sauer (2002), “Doctors without Borders: the Returns to an Occupational License for
Soviet Immigrant Physicians in Israel”, CEPR Discussion Paper No. 3683.

Lewin-Epstein, N., M. Semyonov, I. Koran and R.A. Wanner (2003), “Institutional Structure and
Immigrant Integration: A Comparative Study of Immigrants’ Labor Market Attainment in Canada
and Israel”, International Migration Review, Vol. 37, No. 2, pp. 389-420.

Manacorda, M., A. Manning and J. Wadsworth (2006), The Impact of Immigration on the Structure of Male
Wages: Theory and Evidence from Britain, Centre for Economic Performance CEPDP No. 754, London
School of Economics, London.

Miaari, S.H. and R.M. Sauer (2006), “The Labor Market Costs of Conflict: Closures, Foreign Workers, and
Palestinian Employment and Earnings”, IZA Discussion Paper No. 2282, Bonn.

www.oecd.org/migration/imo

http://mpra.ub.uni-muenchen.de/3148/
http://www.moital.gov.il/NR/rdonlyres/046863F8-7A02-4F1A-8172-E496672C9257/0/knisatzarim.pdf
http://www.moital.gov.il/NR/rdonlyres/046863F8-7A02-4F1A-8172-E496672C9257/0/knisatzarim.pdf


III. INTERNATIONAL MIGRATION TO ISRAEL AND ITS IMPACT

INTERNATIONAL MIGRATION OUTLOOK: SOPEMI 2011 © OECD 2011 247

Minghuan, L. (2009), “Making a Living at the Interface of Legality and Illegality: Chinese Migrant
Workers in Israel”, International Migration, Published online 13 February 2009. DOI: 10.1111/
j.1468-2435.2008.00508.x

Ministry of Finance (2005), “Economic Outlook June 2005”, Economics and Research Department,
Ministry of Finance, Jerusalem, www.finance.gov.il/research_e/eo06_2005/eo06_2005.pdf.

Neuman, S. (1999), “Aliyah to Israel: Immigration under Conditions of Adversity”, IZA Discussion Paper
No. 89, Bonn.

Neuman, S. and A. Ziderman (2001), “Can Vocational Education Improve the Wages of Minorities and
Disadvantaged Groups? The Case of Israel”, IZA Discussion Paper No. 348.

OECD (2007a), Jobs for Immigrants – Labour Market Integration in Australia, Denmark, Germany and Sweden,
Vol. 1, OECD Publishing, Paris.

OECD (2007b), “Matching Educational Background and Employment: A challenge for Immigrants in
Host Countries”, International Migration Outlook, OECD Publishing, Paris,

OECD (2008a), “Return Migration: A New Perspective”, International Migration Outlook 2008, OECD
Publishing, Paris.

OECD (2008b), The Looming Crisis in the Health Workforce: How Can OECD Countries Respond?, OECD
Publishing, Paris.

OECD (2009a), “Special Focus: Managing Labour Migration beyond the Crisis”, International Migration
Outlook, OECD Publishing, Paris.

OECD (2009b), OECD Review of Agricultural Policies: Israel, OECD Publishing, Paris.

OECD (2010a), OECD Reviews of Labour Market and Social Policies: Israel, OECD Publishing, Paris.

OECD (2010b), Economic Survey of Israel 2009, OECD Publishing, Paris.

OECD (2010c), International Migration Outlook 2010, OECD Publishing, Paris.

OECD (2011a), “Migrant Entrepreneurship in OECD Countries”, International Migration Outlook 2011,
OECD Publishing, Paris.

OECD (2011b), “International Migrants in Developed, Emerging and Developing Countries: An Extended
Profile”, Social, Employment and Migration Working Paper 114, OECD Publishing, Paris.

Ottaviano, G. and G. Peri (2006), “Rethinking the Gains from Immigration: Theory and Evidence from
the U.S”, NBER Working Paper No. 12496, Cambridge, Mass.

Paserman, D. (2008), “Do High-Skill Immigrants Raise Productivity? Evidence from Israeli
manufacturing Firms, 1990-1999”, CEPR Discussion Paper No. 6896.

Rachlevsky, Y. (2002), “The Interministerial Committee Report on the Subject of Foreign Labor and the
Foundation of the Immigration Authority”, Report submitted to the Minister of Labour and Welfare,
to the Deputy Prime Minister and the Minister of Finance.

Rosenhek, Z. (2003), “The Political Dynamics of a Segmented Labour Market: Palestinian Citizens,
Palestinians from the Occupied Territories and Migrant Workers in Israel”, Acta Sociologica, Vol. 46,
pp. 231-249.

Shapira, M. (2007), “Changes in Modes of Labour Market Incorporation of Highly Skilled Immigrants in
Israel: A Comparison between the (Former) Soviet Immigrants in the 1970s and in the 1990s”,
Centre for Educational Sociology, University of Edinburgh Working Paper No. 2.

Shapira, M. (2009), “The 1990s Immigrants from the Former Soviet Union in the Israeli Labour Market:
Short-term Immigration Impact on the Occupational and Economic Outcomes of Veteran Groups
of Workers”, Centre for Educational Sociology, University of Edinburgh, Working Paper.

State Comptroller (2008), Annual Report 58b for the Year 2007, pp. 1447-1480 (in Hebrew).

Tamir Committee (2001), “Recommendations of the Committee on the Reform of Policy Regarding
Non-employed Recipients of Long-term Subsistence Benefits, Interim Report”, Report presented to
the Minister of Labor and Social Affairs, Jerusalem, 19 August.

Weiss, Y., R.M. Sauer and M. Gotlibovski (2003), “Immigration, Search and Loss of Skill”, Journal of Labor
Economics, Vol. 21, pp. 557-591.

Zussman, N. and D. Romanov (2003), “Foreign Workers in the Construction Sector: Situation and Policy
Implications”, Discussion Paper No. 2003.06, Bank of Israel Research Department.

www.oecd.org/migration/imo

http://www.finance.gov.il/research_e/eo06_2005/eo06_2005.pdf


III. INTERNATIONAL MIGRATION TO ISRAEL AND ITS IMPACT

INTERNATIONAL MIGRATION OUTLOOK: SOPEMI 2011 © OECD 2011248

ANNEX III.A1 

Supplementary tables: Regressions

Table III.A1.1. Logistic regression: employment of men, age 15-64, 2008-09

Native- and foreign-born Foreign-born only

1 2 3 4 5 6

Foreign-born 1.2 1.051 1.036

(0.000)** (0.052) 4

Aged 15-24 0.696 0.698 0.382 0.694 0.724

(0.000)** (0.000)** (0.000)** (0.000)** (0.000)**

Aged 25-34 2.83 2.867 2.528 3.531 3.591

(0.000)** (0.000)** (0.000)** (0.000)** (0.000)**

Aged 35-44 2.574 2.605 2.537 2.906 2.948

(0.000)** (0.000)** (0.000)** (0.000)** (0.000)**

Aged 45-54 1.997 2.011 1.968 2.033 2.066

(0.000)** (0.000)** (0.000)** (0.000)** (0.000)**

Secondary 1.744 1.448 1.695 1.57 1.55

(0.000)** (0.000)** (0.000)** (0.000)** (0.000)**

Post-secondary 2.888 2.497 2.879 2.517 2.468

(0.000)** (0.000)** (0.000)** (0.000)** (0.000)**

Married 2.012 2.046 2.165 2.292

(0.000)** (0.000)** (0.000)** (0.000)**

Haredi 0.169 0.16

(0.000)** (0.000)**

Arabs 1.073 0.761

(0.023)** (0.000)**

Arabs X Secondary 1.905

(0.000)**

Arabs X Post-secondary 1.422

(0.000)**

Year of entry 1990-94 1.143 0.774

(0.047)** (0.119)**

Year of entry 1995-99 1.003 0.606

(0.973) (0.004)**

Year of entry 2000-04 0.773 0.302

(0.002)** (0.000)**

Year of entry 2005-09 0.833 0.522

(0.111)** (0.001)**

Ethiopia (ETH) 0.728 0.948

(0.003)** (0.784)

Former Soviet Union (FSU) 1.113 0.765

(0.105)** (0.004)**
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Table III.A1.1. Logistic regression: employment of men, age 15-64, 2008-09 (cont.)

Native- and foreign-born Foreign-born only

1 2 3 4 5 6

Central and South America (CSA) 1.398 1.188

(0.006)** (0.273)**

Others 1.028 0.821

(0.667)** (0.007)**

ETH X 1990-94 0.909

(0.734)

ETH X 1995-99 1.039

(0.923)

ETH X 2000-04 1.1

(0.786)

ETH X 2005-09 0.787

(0.503)

FSU X 1990-94 1.853

(0.001)**

FSU X 1995-99 2.212

(0.000)**

FSU X 2000-04 3.569

(0.000)**

FSU X 2005-09 1.318

(0.332)**

CSA X 1990-94 1.512

(0.377)**

CSA X 1995-99 0.707

(0.401)

CSA X 2000-04 2.846

(0.004)**

CSA X 2005-09 2.914

(0.020)**

Others X 1990-94 2.285

(0.015)**

Others X 1995-99 1.323

(0.432)**

Others X 2000-04 4.897

(0.000)**

Others X 2005-09 6.644

(0.000)**

Observations 65 056 65 056 65 056 17 555 17 555 17 555

Cox and Snell R2 0.007 0.151 0.153 0.106 0.121 0.127

Nagelkerke R2 0.009 0.219 0.222 0.158 0.181 0.189

Notes: Those currently studying and not looking for work are excluded from the analysis. Additional variables in the
regressions correspond to region and time indicators. Standard errors appear in parentheses. ** Significant at 1% level.
* Significant at 5% level.
Base categories: foreign-born; age = 55-64; highest certificate =up to secondary; marital status = unmarried; nationality = Jews;
year of entry = pre 1990; country of birth = OECD countries.
Information on data for Israel: http://dx.doi.org/10.1787/888932315602.
Source: Israel CBS Labour Force Surveys (Analysis by Myers-JDC-Brookdale Institute), 2008-09.

1 2 http://dx.doi.org/10.1787/888932442503
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Table III.A1.2. Logistic regression: employment of women, age 15-64, 2008-09

Native- and foreign-born Foreign-born only

1 2 3 4 5 6

Foreign-born 1.365 0.95 0.937

(0.000)** (0.025) (0.004)**

Aged 15-24 1.385 1.327 1.3 1.35 1.366

(0.000)** (0.000)** (0.000)** (0.000)** (0.000)**

Aged 25-34 3.327 3.237 3.35 4.145 3.827

(0.000)** (0.000)** (0.000)** (0.000)** (0.000)**

Aged 35-44 3.927 3.964 3.747 4.812 4.568

(0.000)** (0.000)** (0.000)** (0.000)** (0.000)**

Aged 45-54 3.063 3.09 2.874 3.172 3.107

(0.000)** (0.000)** (0.000)** (0.000)** (0.000)**

Secondary 2.293 1.745 1.936 1.761 1.759

(0.000)** (0.000)** (0.000)** (0.000)** (0.000)**

Post-secondary 5.463 3.61 3.415 3.041 2.977

(0.000)** (0.000)** (0.000)** (0.000)** (0.000)**

Single parent 0.786 0.786 0.784 0.812

(0.000)** (0.000)** (0.001)** (0.007)**

Married mothers 0.715 0.719 0.751 0.817

(0.000)** (0.000)** (0.000)** (0.000)**

Arabs 0.178 0.06

(0.000)**

Arabs X Secondary 2.636

(0.000)**

Arabs X Post-secondary 8.265

(0.000)**

Year of entry 1990-94 1.097 0.662

(0.094)** (0.002)**

Year of entry 1995-99 0.985 0.62

(0.810) (0.001)**

Year of entry 2000-04 0.899 0.432

(0.119)** (0.000)**

Year of entry 2005-09 0.582 0.268

(0.000)** (0.000)**

Ethiopia 0.934 1.199

(0.473)* (0.323)**

Former Soviet Union (FSU) 1.464 1.021

(0.000)** 0.792

Central and South America (CSA) 1.353 1.161

(0.002)** (0.215)**

Others 1.285 0.989

(0.000)** (0.863)

ETH X 1990-94 0.833

(0.457)

ETH X 1995-99 1.495

(0.249)**
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Table III.A1.2. Logistic regression: employment of women, age 15-64, 2008-09 (cont.)

Native- and foreign-born Foreign-born only

1 2 3 4 5 6

ETH X 2000-04 1.533

(0.169)

ETH X 2005-09 0.966

(0.919)

FSU X 1990-94 2.152

(0.000)**

FSU X 1995-99 1.969

(0.000)**

FSU X 2000-04 2.565

(0.000)**

FSU X 2005-09 1.933

(0.002)**

CSA X 1990-94 0.965

(0.914)

CSA X 1995-99 2.326

(0.013)**

CSA X 2000-04 1.648

(0.099)**

CSA X 2005-09 2.464

(0.034)**

Others X 1990-94 1.078

(0.773)

Others X 1995-99 1.11

(0.713)

Others X 2000-04 4.283

(0.000)**

Others X 2005-09 9.497

(0.000)**

Observations 71 330 71 330 71 330 21 821 21 821 21 821

Cox and Snell R2 0.043 0.223 0.233 0.114 0.123 0.132

Nagelkerke R2 0.058 0.304 0.317 0.16 0.173 0.185

Notes: Those currently studying and not looking for work are excluded from the analysis. Additional variables in the
regressions correspond to region and time indicators. Standard errors appear in parentheses. ** Significant at 1%
level.* Significant at 5% level.
Base categories: foreign born; age = 55-64; highest certificate = up to secondary; marital status = women with no children;
nationality = Jews; year of entry = pre 1990; country of birth = OECD countries
Information on data for Israel: http://dx.doi.org/10.1787/888932315602.
Source: Israel CBS Labour Force Surveys (Analysis by Myers-JDC-Brookdale Institute), 2008-09.

1 2 http://dx.doi.org/10.1787/888932442522
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Table III.A1.3. Log-linear regression, wage per hour of men, age 15-64, 2008-09

Native- and foreign-born Foreign-born only

1 2 3 4 5 6

Foreign-born –0.171 –0.205 –0.106

(0.000)** (0.000)** (0.000)**

Aged 15-24 –0.546 –0.372 –0.371 –0.421 –0.003 –0.095

(0.000)** (0.000)** (0.000)** (0.000)** (0.952) (0.014)**

Aged 25-34 –0.336 –0.259 –0.258 –0.249 0.055 –0.025

(0.000)** (0.000)** (0.000)** (0.000)** (0.042) (0.323)

Aged 35-44 –0.122 –0.092 –0.096 –0.076 0.107 0.058

(0.000)** (0.000)** (0.000)** (0.003)** (0.000)** (0.011)**

Aged 45-54 –0.049 –0.039 –0.031 –0.066 0.024 0.011

(0.002)** (0.013)** (0.034)** (0.008)** (0.296) (0.591)

Secondary 0.22 0.167 0.128 0.12 0.118 0.053

(0.000)** (0.000)** (0.000)** (0.000)** (0.000)** 0.038

Post-secondary 0.65 0.58 0.357 0.477 0.511 0.244

(0.000)** (0.000)** (0.000)** (0.000)** (0.000)** (0.000)**

Part-time work –0.024 –0.012 0.018 –0.135 –0.108 –0.066

(0.097) (0.396) (0.200)** (0.000)** (0.000)** (0.0160)**

Married 0.170 0.142 0.175 0.146

(0.000)** (0.000)** (0.000)** (0.000)**

Haredi –0.116

(0.001)**

Arabs –0.24

(0.000)**

Year of entry 1990-94 –0.293 –0.211

(0.000)** (0.000)**

Year of entry 1995-2000 –0.418 –0.274

(0.000)** (0.000)**

Year of entry 2001-09 –0.563 –0.366

(0.000)** (0.000)**

Asia/Africa –0.120 –0.046

(0.000)** (0.056)

Former Soviet Union –0.14 –0.072

(0.000)** (0.003)**

Occupation and Sector Indicators Not included Not included Included Not included Not included Included

Observations 14 786 14 786 14 786 4 259 4 259 4 259

R2 0.293 0.315 0.398 0.181 0.292 0.427

Adjusted R2 0.292 0.314 0.397 0.178 0.289 0.421

Notes: Additional variables in the regressions correspond to region and time indicators. Standard errors appear in parentheses.
** Significant at 1% level. * Significant at 5% level.
Base categories: foreign-born; age = 55-64; highest certificate = up to secondary; position = full time work; marital
status = unmarried; nationality = Jews; year of entry = pre 1990; continent of birth = America/Europe (excluding FSU).
Information on data for Israel: http://dx.doi.org/10.1787/888932315602.
Source: Israel CBS Labour Force Surveys (Analysis by Myers-JDC-Brookdale Institute), 2008-09.
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Table III.A1.4. Log-linear regression, wage per hour of women, age 15-64, 2008-09

Native- and foreign-born Foreign-born only

1 2 3 4 5 6

Foreign-born –0.203 –0.200 –0.089

(0.000)** (0.000)** (0.000)**

Aged 15-24 –0.523 –0.520 –0.558 –0.352 –0.137 –0.258

(0.000)** (0.000)** (0.000)** (0.000)** (0.000)** (0.000)**

Aged 25-34 –0.256 –0.316 –0.340 –0.189 –0.038 –0.128

(0.000)** (0.000)** (0.000)** (0.000)** (0.144) (0.000)**

Aged 35-44 –0.088 –0.182 –0.194 –0.088 –0.016 –0.069

(0.000)** (0.000)** (0.000)** (0.000)** (0.561) (0.005)**

Aged 45-54 –0.039 –0.092 –0.086 –0.073 –0.037 –0.044

(0.014)** (0.000)** (0.000)** (0.084) (0.025)

Secondary 0.208 0.191 0.079 0.176 0.142 0.068

(0.000)** (0.000)** (0.000)** (0.000)** (0.000)** 0.006

Post-secondary 0.568 0.545 0.255 0.478 0.462 0.193

(0.000)** (0.000)** (0.000)** (0.000)** (0.000)** (0.000)**

Part-time work 0.039 0.036 0.093 0.021 –0.014 0.041

(0.000)** (0.000)** (0.000)** (0.218) (0.387) (0.007)**

Single parent 0.060 0.067 0.048 0.047

(0.002)** (0.000)** (0.094)

Married mothers 0.151 0.122 0.119 0.083

(0.000)** (0.000)** (0.000)** (0.000)**

Arabs –0.162

(0.000)**

Year of entry 1990-94 –0.258 –0.151

(0.000)** (0.000)**

Year of entry 1995-2000 –0.399 –0.228

(0.000)** (0.000)**

Year of entry 2001-09 –0.526 –0.283

(0.000)** (0.000)**

Asia/Africa –0.210 –0.082

(0.000)** (0.000)**

Former Soviet Union –0.157 –0.088

(0.000)** (0.000)**

Occupation and sector indicators Not included Not included Included Not included Not included Included

Observations 13 976 13 976 13 976 4 793 4 793 4 793

R2 0.245 0.259 0.37 0.155 0.281 0.425

Adjusted R2 0.245 0.258 0.368 0.152 0.278 0.42

Notes: Additional variables in the regressions correspond to region and time indicators. Standard errors appear in parentheses.
** Significant at 1% level.* Significant at 5% level.
Base categories: foreign-born; age = 55-64; highest certificate = up to secondary; position = full time work; marital status = women
with no children; nationality = Jews; year of entry = pre 1990; continent of birth = America/Europe (excluding FSU).
Information on data for Israel: http://dx.doi.org/10.1787/888932315602.
Source: Israel CBS Labour Force Surveys (Analysis by Myers-JDC-Brookdale Institute), 2008-09.
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Table III.A1.5. Regression: employment of Israeli men in construction, 1998-2008

Employment Wages

Jews1 Non-Jews2 Jews1 Non-Jews2

1 2 3 4 5 6

Variable
Employed vs. 
unemployed

Employed vs 
unemployed 

or out of the LF

Employed vs. 
unemployed

Employed vs. 
unemployed 

or out of the LF
Log Wages Log Wages

Ratio of registered foreign workers (FW) –0.421
(1.279)

–0.164
(1.086)

–0.0853
(1.512)

–1.703
(1.230)

0.197
(0.407)

0.440
(0.347)

Ratio of unregistered FW (UFW) –2.117
(1.561)

–1.984
(1.302)

–2.630
(1.801)

–0.116
(1.455)

–0.470
(0.527)

–0.132
(0.369)

Ratio of Palestinian workers (PW) 0.739
(0.475)

0.896*
(0.394)

0.747
(0.487)

0.604
(0.44)

–0.264*
(0.137)

0.062
(0.109)

Ratio of registered FW interacted with “wet-jobs” –0.007
(0.008)

0.001
(0.007)

–0.009
(0.010)

0.001
(0.008)

0.002
(0.003)

–0.0009
(0.002)

Ratio of unregistered FW interacted with “wet-jobs” –0.0106
(0.007)

–0.015*
(0.006)

0.007
(0.008)

–0.004
(0.006)

–0.010*
(0.002)

–0.004*
(.001)

Ratio of PW interacted with “wet-jobs” –0.006*
(0.003)

–0.006*
(0.003)

–0.006*
(0.003)

–0.008*
(0.003)

–0.00006
(0.001)

–0.0008
(.0009)

Observations 13 150 13 583 9 784 10 158 1 802 1 726

R2 0.040 0.046 0.064 0.038 0.238 0.328

Notes: Columns (1)-(4): Logit Regressions. Columns (5)-(6): OLS. Dependent variable: log hourly wage from salaried work. Dropped
observations: People with schooling over 30 or with missing schooling, ultra-Orthodox Jews. Standard errors appear in parentheses.
* Significant at 5% level. The ratios correspond to the quarterly number of registered foreign workers (RFW), unregistered foreign workers
(UFW) and Palestinian workers (PW) relative to the number of Israeli workers in the construction sector in 1990.
Additional variables in the regressions correspond to individual demographic characteristics of individual i at time t (years of schooling,
age and age squared; a marital status dummy (1 if married, zero otherwise), number of children aged 0-14 and a dummy for whether the
individual migrated to Israel after 1989), a control for labour demand shocks in the construction sector investigated at time t (metering
of new apartments in construction) and year dummies.
Information on data for Israel: http://dx.doi.org/10.1787/888932315602.
1. Born in Israel or immigrants. Ages 22-64.
2. Ages 22-64.
Source: CBS Labour Force and Income Surveys 1998-2008, in Cohen-Goldner (2011).
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Table III.A1.6. Regression: employment of Israeli men in agriculture, 1998-2008

Employment Wages

Jews1 Non-Jews2 Jews1 Non-Jews2

1 2 3 4 5 6

Variable
Employed vs. 
unemployed

Employed vs 
unemployed 

or out of the LF

Employed vs. 
unemployed

Employed vs. 
unemployed 

or out of the LF
Log Wages Log Wages

Ratio of foreign workers (FW) 7.862
(5.676)

7.646*
(3.997)

2.291
(5.908)

–2.378
(4.841)

4.156
(2.293)

0.055
(1.259)

Ratio of Palestinian workers (PW) –2.868
(2.75)

–2.2
(1.999)

6.781
(7.901)

10.73
(6.516)

0.743
(1.438)

4.232
(2.718)

Ratio of FW interacted with 0-11 years of schooling –1.953*
(.967)

–1.467*
(.719)

1.33
(1.988)

2.614
(1.443)

–0.559
(.422)

0.251
(.598)

Ratio of FW interacted with 12 years of schooling –0.55
(.886)

0.0683
(.604)

2.23
(2.056)

3.823*
(1.48)

–0.365
(.364)

0.412
(.602)

Ratio of PW interacted with 0-11 years of schooling –0.006*
(0.003)

0.816
(1.948)

–6.219
(7.636)

–10.71
(6.371)

0.812
(1.432)

–3.86
(2.71)

Ratio of PW interacted with 12 years of schooling 0.457
(2.562)

0.395
(1.796)

–5.512
(8.231)

–11.38
(6.736)

–0.093
(1.385)

–3.667
(2.773)

Observations 5 207 5 359 1 709 1 768 352 224

R2 0.100 0.126 0.060 0.0335 0.244 0.157

Notes: Columns (1)-(4): Logit Regressions. Columns (5)-(6): OLS. Dependent variable: log hourly wage from salaried work. Dropped
observations: People with schooling over 30 or with missing schooling, ultra-Orthodox Jews. Standard errors appear in parentheses.
* Significant at 5% level. The ratios correspond to the quarterly number of foreign workers (FW) and Palestinian workers (PW) relative to
the number of Israeli workers in the agricultural sector in 1990.
Additional variables in the regressions correspond to individual demographic characteristics of individual i at time t (years of schooling,
age and age squared; a marital status dummy (1 if married, zero otherwise), number of children aged 0-14 and a dummy for whether the
individual migrated to Israel after 1989), a control for labour demand shocks in the agricultural sector investigated at time t (agricultural
output) and year dummies.
Information on data for Israel: http://dx.doi.org/10.1787/888932315602.
1. Born in Israel or immigrants. Ages 22-64
2. Ages 22-64.
Source: CBS Labour Force and Income Surveys 1998-2008, in Cohen-Goldner (2011).
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Table III.A1.7. Regression: employment of Israeli Jewish women in home care, 
1998-2008

Employment Wages

1 2 3

Variable
Employed vs. 
unemployed

Employed vs 
unemployed 

or out of the LF
Log Wages

Ratio of registered foreign workers (FW) –0.376
(0.987)

–1.076
(0.703)

–0.615
(0.913)

Ratio of registered FW interacted with 0-11 years of schooling –0.239
(0.179)

–0.229*
(0.117)

–0.001
(0.025)

Ratio of registered FW interacted with 12 years of schooling 0.066
(0.144)

0.051
(0.097)

0.001
(0.021)

Observations 9 132 9 557 1 950

R2 0.032 0.038 0.034

Notes: Columns (1)-(2): Logit Regressions. Dependent variable = 1 if employed in occupation 451. Column (3): OLS.
Dependent variable: log hourly wage from salaried work. Dropped observations: People with schooling over 30 or
with missing schooling, ultra-Orthodox Jews. Standard errors appear in parentheses. * Significant at 5% level. Born in
Israel or immigrants. Ages 22-64.
The ratio of registered foreign workers (FW) correspond to the annual number of work permits issued to home care
relative to the size of the home care sector in 1995.
Additional variables in the regressions correspond to individual demographic characteristics of individual i at time t
(years of schooling, age and age squared; a marital status dummy (1 if married, zero otherwise), number of children
aged 0-14 and a dummy for whether the individual migrated to Israel after 1989), a control for labour demand shocks in
the home-care sector investigated at time t (number of Long-Term Care (LTC) allowance recipients) and year dummies.
Information on data for Israel: http://dx.doi.org/10.1787/888932315602.
Source: CBS Labour Force and Income Surveys 1998-2008, in Cohen-Goldner (2011).

1 2 http://dx.doi.org/10.1787/888932442617

Table III.A1.8. Regression: employment of Israeli men, all sectors, 1998-2008

Employment Wages

Jews1 Non-Jews2 Jews1 Non-Jews2

1 2 3 4 5 6

Variable
Employed vs. 
unemployed

Employed vs 
unemployed or out 

of the LF

Employed vs. 
unemployed

Employed vs. 
unemployed or out 

of the LF
Log Wages Log Wages

Ratio of registered foreign workers (FW) –6.134
(10.322)

–3.808
(8.411)

–42.404
(28.386)

–30.897
(22.060)

2.877
(2.788)

–10.6*
(5.814)

Ratio of unregistered FW –10.866
(6.720)

–5.284
(5.384)

5.203
(17.931)

5.715
(13.651)

–1.605
(1.776)

1.688
(3.559)

Ratio of Palestinian workers (PW) 0.293
(2.225)

1.115
(1.649)

0.713
(5.393)

6.4298
(4.294)

–1.245*
(.559)

–.564
(1.305)

Ratio of registered FW interacted 
with agriculture sector

37.337
(58.935)

17.417
(44.993)

–11.365
(105.7)

13.879
(78.972)

23.012
(20.496)

14.244
(21.865)

Ratio of registered FW interacted 
with Construction sector

35.157
(28.667)

46.836*
(24.558)

14.225
(41.952)

–9.718
(32.174)

–1.768
(8.551)

9.841
(9.498)

Ratio of registered FW interacted 
with Industry sector

–24.46
(19.131)

–15.108
(16.185)

1.753
(43.996)

3.704
(34.628)

0.532
(4.902)

–3.05
(9.457)
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Table III.A1.8. Regression: employment of Israeli men, all sectors, 1998-2008 (cont.)

Employment Wages

Jews1 Non-Jews2 Jews1 Non-Jews2

1 2 3 4 5 6

Variable
Employed vs. 
unemployed

Employed vs 
unemployed or out 

of the LF

Employed vs. 
unemployed

Employed vs. 
unemployed or out 

of the LF
Log Wages Log Wages

Ratio of registered FW interacted 
with Services for Households sector

–54.618
(125.135)

–129.1
(112.7)

64.4
(49.572)

Ratio of un-registered FW interacted 
with Agriculture sector

23.762
(38.424)

28.8
(29.897)

21.768
(67.761)

–24.339
(49.032)

–21.426
(13.757)

–17.6
(14.076)

Ratio of un-registered FW interacted 
with Construction sector

–16.448
(18.6)

–27.071
(15.683)

–13.368
(27.786)

–5.641
(21.123)

–3.469
(5.887)

–3.569
(5.547)

Ratio of un-registered FW interacted 
with Industry sector

12.784
(12.836)

11.1
(10.619)

–20.05
(29.19)

–14.452
(22.293)

1.617
(3.088)

–.487
(5.827)

Ratio of un-registered FW interacted with 
Services for Households sector

65.551
(88.419)

86.026
(75.905)

–7.169
(34.002)

Ratio of PW interacted with Agriculture sector –1.024
(9.321)

3.126
(7.323)

14.107
(15.108)

1.404
(13.102)

1.114
(3.967)

2.355
(3.606)

Ratio of PW interacted with Construction sector 10.537*
(4.910)

9.246*
(4.038)

3.857
(6.360)

–2.248
(5.335)

–1.343
(1.463)

–1.132
(1.603)

Ratio of PW interacted with Industry sector 3.603
(3.538)

2.371
(2.834)

5.237
(7.956)

–1.762
(6.463)

0.251
(0.929)

–0.265
(1.849)

Ratio of PW interacted with Services 
for Households sector

16.8
(32.724)

–17.208
(35.993)

43.13*
(9.405)

Ratio of registered FW interacted with 0-11 years 
of schooling

3.79
(6.109)

6.301
(5.022)

19.268
(12.734)

–0.425
(1.708)

2.451
(3.19)

Ratio of registered FW interacted with 12 years 
of schooling

3.941
(5.710)

9.215*
(4.518)

29.278
(18.730)

30.432*
(14.162)

–2.254
(1.463)

8.35*
(3.393)

Ratio of unregistered FW interacted 
with 0-11 years of schooling

–3.394
(2.755)

–3.323
(2.272)

–10.053
(7.95)

–10.294
(5.881)

–1.098
(.768)

–1.705
(1.438)

Ratio of unregistered FW interacted with 12 years 
of schooling

–1.397
(2.554)

–2.73
(2.024)

–15.688
(8.768)

–14.192*
(6.526)

–.244
(.652)

–4.907*
(1.534)

Ratio of PW interacted with 0-11 years 
of schooling

–5.291*
(1.776)

–2.885*
(1.443)

–3.799
(4.286)

–5.002
(3.489)

–0.043
(0.504)

0.98
(0.973)

Ratio of PW interacted with 12 years of schooling –2.399
(1.69)

–1.865
(1.323)

–1.087
(4.732)

–3.152
(3.868)

0.339
(0.444)

–0.414
(0.990)

Observations 197 803 203 376 42 281 44 442 31 703 7 011

R2 0.054 0.068 0.060 0.048 0.323 0.403

Notes: Columns (1)-(4): Logit Regressions. Columns (5)-(6): OLS. Dependent variable: log hourly wage from salaried work. Dropped
observations: People with schooling over 30 or with missing schooling, ultra-Orthodox Jews. Standard errors appear in parentheses.
* Significant at 5% level. The ratios correspond to the quarterly total number of registered foreign workers (FW), unregistered foreign
workers and Palestinian workers(PW) relative to the total number of Israeli workers in 1990.
Additional variables in the regressions correspond to individual demographic characteristics of individual i at time t (years of schooling,
age and age squared; a marital status dummy (1 if married, zero otherwise), number of children aged 0-14 and a dummy for whether the
individual migrated to Israel after 1989), real GDP, sector, year and year-sector fixed effects.
Information on data for Israel: http://dx.doi.org/10.1787/888932315602.
1. Born in Israel or immigrants. Ages 22-64.
2. Ages 22-64.
Source: CBS Labour Force and Income Surveys 1998-2008, in Cohen-Goldner (2011).
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Table III.A1.9. Regression: employment of Israeli Jewish women, all sectors, 1998-2008

Employment Wages

1 2 3

Variable Employed vs. unemployed
Employed vs unemployed 

or out of the LF
Log Wages

Ratio of registered foreign workers (FW) –7.706
(9.074)

–7.215
(6.475)

–2.631
(2.048)

Ratio of unregistered FW –5.577
(5.912)

–1.99
(4.131)

0.060
(1.315)

Ratio of Palestinian workers (PW)  2.378
(1.876)

3.129*
(1.279)

0.342
(0.438)

Ratio of registered FW interacted with Agriculture sector –93.024
(82.298)

–68.32
(56.281)

–43.091
(31.788)

Ratio of registered FW interacted with Construction 
sector

–13.080
(57.882)

–15.194
(48.817)

20.847
(14.625)

Ratio of registered FW interacted with Industry sector –0.48
(25.176)

5.933
(19.864)

11.926
(6.33)

Ratio of registered FW interacted with Services 
for Households sector

16.562
(39.044)

40.986
(31.345)

4.864
(11.71)

Ratio of un-registered FW interacted with Agriculture 
sector

53.476
(44.485)

44.557
(33.445)

9.436
(17.3)

Ratio of un-registered FW interacted with Construction 
sector

23.706
(42.24)

13.34
(33.931)

–16.393
(9.948)

Ratio of un-registered FW interacted with Industry 
sector

–13.47
(16.78)

–7.604
(12.758)

0.148
(4.051)

Ratio of un-registered FW interacted with Services 
for Households sector

–32.806
(24.979)

–9.119
(18.975)

4.056
(7.55)

Ratio of PW interacted with Agriculture sector –8.472
(23.502)

–16.04
(12.392)

–5.061
(5.356)

Ratio of PW interacted with Construction sector –24.492
(21.782)

–4.222
(9.713)

–8.067*
(2.176)

Ratio of PW interacted with Industry sector 4.769
(4.337)

–0.413
(3.208)

0.122
(1.233)

Ratio of PW interacted with Services for Households 
sector

16.459*
(6.963)

9.627
(5.099)

–5.107
(2.029)

Ratio of registered FW interacted with 0-11 years 
of schooling

14.549*
(6.958)

9.94
(5.189)

–3.358*
(1.631)

Ratio of registered FW interacted with 12 years 
of schooling

6.647
(5.21)

3.953
(3.8)

–0.492
(1.261)

Ratio of unregistered FW interacted with 0-11 years 
of schooling

–8.851*
(3.132)

–5.853*
(2.334)

0.784
(0.737)

Ratio of unregistered FW interacted with 12 years 
of schooling

–4.697*
(2.33)

–2.318
(1.7)

–0.962
(0.564)

Ratio of PW interacted with 0-11 years of schooling –6.728*
(2.004)

–3.858*
(1.489)

–0.435
(0.474)

Ratio of PW interacted with 12 years of schooling –3.854*
(1.545)

–1.671
(1.121)

0.002
(0.381)

Observations 200 511 210 059 34 190

R2 0.054 0.049 0.299

Notes: Columns (1)-(2): Logit Regressions. Column (3): OLS. Dependent variable: log hourly wage from salaried work. Dropped
observations: People with schooling over 30 or with missing schooling, ultra-Orthodox Jews. Standard errors appear in
parentheses. * Significant at 5% level. Women born in Israel or immigrants, aged 22-64. The ratios correspond to the quarterly
total number of registered foreign workers (FW), unregistered foreign workers and Palestinian workers(PW) relative to the total
number of Israeli workers in 1990.
Additional variables in the regressions correspond to individual demographic characteristics of individual i at time t (years of
schooling, age and age squared; a marital status dummy (1 if married, zero otherwise), number of children aged 0-14 and a
dummy for whether the individual migrated to Israel after 1989), real GDP, sector, year and year-sector fixed effects.
Information on data for Israel: http://dx.doi.org/10.1787/888932315602.
Source: CBS Labour Force and Income Surveys 1998-2008, in Cohen-Goldner (2011).

1 2 http://dx.doi.org/10.1787/888932442655

www.oecd.org/migration/imo
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