Chapter 29
Living standards in a privatized society
The 1985 Economic Stabilization Plan set in motion a series of economic, social, and political processes that changed living standards and quality of life in Israel. From a closed and largely ascetic nation, Israel became an open, pluralistic, democratic, and hedonistic society, with a free market economy and consumption patterns similar to those in the developed world. While its first leaders’ vision was of a “melting pot” creating a model society for Jews from all over the world, Israel has evolved into a divided nation with no consensus on major sociopolitical issues, and where tribal politics continuously recreate and reinforce socioreligious differences and factionalism. The collectivist society of Israel’s early years has been replaced by an individualistic, dynamic, creative, and entrepreneurial ethos. 	Comment by JJ: Maybe "dramatically changed"?	Comment by Susan: Perhaps instead of hedonistic, which is somewhat pejorative, pleasure-seeking or consumerist	Comment by JJ: Autonomy issue again – factionalism seems more appropriate here
There is still social and optimistic solidarity in Israel, reflected in its high ranking in the World Happiness Report:[footnoteRef:1] Between 2018–2021, Israel placed between ninth and twelfth out of 149 countries, even jumping to fourth place in 2022. While some of our understanding of human happiness is provided by psychologists and philosophers, the rise of behavioral and happiness economics has brought this concept to the attention of economists, who have developed indices for measuring quality of life and happiness as part of wider economic estimates. Polls by Israel’s Central Bureau of Statistics have also shown that residents of Israel are happy. How can we explain these results, given the complex reality of life in a country which has an ongoing and occasionally violent conflict with the Palestinians, deep religious and sectarian rifts, discord between Jews and Arabs, poverty, and social inequalities? 	Comment by JJ: I added the data in a fn to help the flow of the text.	Comment by JJ: Same in 2023 report (although the data is 2020-2022, so this might be the same one as you are referencing), we could put this link in the fn
https://worldhappiness.report/ed/2023/world-happiness-trust-and-social-connections-in-times-of-crisis/#ranking-of-happiness-2020-2022 [1:  The World Happiness Report has been calculated annually since 2012, by a team of economists led by Professor Jeffrey Sachs.] 

Happiness economists have traditionally measured a country’s happiness based on indicators such as GDP and private consumption per capita, social support, life expectancy, freedom to make life choices, generosity, and levels of corruption. There is a common assumption that a rise in per capita GDP results in better quality of life. In practice, however, economists found that happiness does not only depend on an increase in GDP. In 1974, the economist Richard Easterlin showed that an increase in the financial income of a population does not necessarily contribute to an increase in happiness over time (a phenomenon that has been dubbed the Easterlin paradox).[footnoteRef:2] Economists have measured GDP and private consumption per capita ever since national accounting began to be calculated and published in the 1940s. While GDP is mainly a measure of market-related activities, there are other human endeavors that do not involve the market, but have an impact on society and the environment, including volunteering, work in the home (about 20 percent of GDP), and activities related to sustainability. These activities generate benefits that are not measured in terms of GDP. A country’s per capita GDP is a reflection of its living standards, productivity, and wealth. Some of the answers to why Israelis score high on happiness economics indices lie in community solidarity, a strong sense of a national home, full employment, job satisfaction, financial security, and fulfilling and creative work. Happiness in Israel stems from the meaning of life—the sense of belonging that its various communities feel to the state and to other communities. Israel’s small size makes physical travel around the country easier, which helps maintain the family unit. Each community experiences the meaning of life in Israel in its own way, despite inequality, poverty, religion, corruption, and violence.	Comment by Susan: social support is a correct translation – do you mean social welfare support, or as translated?	Comment by JJ: Deleted

and the environment

already said this immediately before	Comment by Susan: what are activities relating to sustainability? Are they included in voluntary activities?	Comment by JJ: Perhaps we should note that this is within their tribe? Since we note there is a divided society? So we have intragroup solidarity even so?	Comment by JJ: Maybe "the meaning that Israelis attach to living in the Land of Israel" or something similar?


SD – see if the insertion of the dash here answers Joanna’s questions and reflects your meaning. [2:  Easterlin, Richard A. (1974). Does Economic Growth Improve the Human Lot? Some Empirical Evidence. In: Paul A. David & Melvin W. Reder (eds.). Nations and Households in Economic Growth: Essays in Honor of Moses Abramovitz. Cambridge, Mass. Academic Press. pp. 89–125. https://doi.org/10.1016/B978-0-12-205050-3.50008-7.] 

In 2011, the OECD developed its multidimensional Better Life Index to measure living standards among its member states. The aim was to gain a better understanding of the concept of “quality of life” beyond production and consumption. Its “How’s Life” indicators offer insights into the well-being and happiness of OECD citizens. In 2015, Israel performed relatively well in just three of these indicators: health, social relations, and happiness. Israel also ranks highly in terms of higher education (the number of citizens with an undergraduate degree or higher), investment in technological innovation and civilian R&D spending, and life expectancy. In measures relating to employment, Israel’s scores are close to the OECD average. However, Israel scores poorly on all other indicators: housing, education, environmental quality, level of earnings, social disparities, work-life balance, personal security, social skills, civic involvement, governance, inequality, and in education in terms of student achievements. Education is critical because it provides inherent benefits for the long-term health of the economy and society. In terms of public health, Israel is considered to have an efficient healthcare system that functions well.	Comment by JJ: https://en.wikipedia.org/wiki/OECD_Better_Life_Index	Comment by JJ: Deleted
and has good performance.

As this for me is included in functions well
All these data, with their different trends, reflect the complexity of life in Israel, including the phenomenon of its heterogeneous population, which is manifested in the wide range of Israel’s scores across the various quality of life indices. Although Israel scores highly on happiness indicators and its GDP and per capita consumption have risen, it is also important to note the phenomenon of “yordim,”[footnoteRef:3]—Israeli Jews who emigrate from Israel to other countries—whose numbers range from 0.15–0.2 percent of the population per year. Most of these Jewish emigrants are middle class, or are younger Israelis with the potential to earn middle class salaries. Some consider emigration from Israel a form of silent protest that reflects the dissatisfaction of the emigrants, among whom are “olim”  who had once made their lives in Israel. In Israel, it is often assumed that Jews who choose to emigrate attach less significance to living in Israel than do the majority of the Israeli Jewish population. Regardless of the reasons why Israeli Jews may choose to emigrate, the departure of emigrants with higher degrees has caused a “brain drain” of valuable and important human capital. Many of the emigrants have been Jews who immigrated to Israel from the United States or the former Soviet Union, and had either become dissatisfied with their lives in Israel or simply found it easier to return to their home countries. Many of these emigrants are computing, mathematics, or engineering professionals.	Comment by JJ: I think phrasing it like this is better	Comment by JJ: I have added a fn to explain this, as without it, the emotional resonance and connotations are just completely lost. I think these are important, since this phenomenon does not exist in English speaking countries.	Comment by JJ: Added by me to help the flow, remove if you don't like	Comment by JJ: Maybe "socially and financially" easier or something, to help readers understand why easier [3:  In Hebrew, Jewish immigration to Israel is referred to as Aliyah (“ascending” to Israel), and Jewish immigrants are known as olim (“those who ascend”). Jewish emigration from Israel is known as Yeridah (“descending” from Israel), and Jews who emigrate are referred to (sometimes derogatorily) as yordim (“those who descend”). Aliyah is considered to be positive, while Yeridah has negative connotations, although less so than in the past, when yordim were considered almost as traitors.] 

Israel sees itself as part of the Western world, and Israelis seek to maintain a standard of living similar to that in other developed countries. This was also true in the past, even when Israel’s per capita GDP was low, as the country’s leaders sought to adopt Western-style living standards as part of the defining ethos of their country’s economy, society, and culture. This was reflected in private consumption and in Israel’s good level of civil public services (its welfare state). In recent years, increasing importance has been given to the concept of inclusive growth—a long-term increase in GDP that is distributed fairly across society and that creates good employment opportunities for all while maintaining environmental sustainability and reducing poverty. The need to emphasize inclusive growth is a response to the fact that, in many countries and for a long time, the effects of growth have not been experienced equally across all parts of the population. Increases in GDP that create or exacerbate socioeconomic inequalities, poverty, and social polarization, are inherently unstable and unhealthy from both an economic and a social perspective. Inclusive growth includes investing in less developed and less affluent social groups and geographical regions, promoting equal opportunities and occupational diversity in the labor market, and building an efficient and responsive public sector that will boost economic growth and reduce disparities. Economic inequalities have a negative impact on longer-term growth.	Comment by JJ: Suggest saying if this is in israel, worldwide or both? I guess both?
An increase in GDP, while necessary for translating economic growth into increased quality of life across an entire population, is not enough on its own. In Israel, some have argued that since the 2000s, growth has been inequitable—in particular among those population subgroups that already suffer from the effects of the country’s high levels of inequality. Israel has found it hard to sustain good and fair inclusive growth, including by ensuring equality in the provision of labor market skills, quality education, access to health services, affordable housing, environmental justice, and access to natural resources. The resulting unequal growth has deepened the socioeconomic disparities between Israel’s wealthier central Mediterranean coastal plain (in particular the Gush Dan metropolitan area, Israel’s largest conurbation, which includes Tel Aviv) and more peripheral, less affluent regions. There are inequalities in Israel’s taxation system, and also disparities in social rights and the economic and social integration of minorities. Further, unequal growth has negatively affected other areas of life in Israel, such as gender equality, public sector effectiveness, intergenerational leadership, and competitiveness (economic concentration). Maintaining inclusive and balanced growth across so many parameters is a very complex task. However, rising awareness of the importance of inclusive growth has produced positive changes in Israeli government policy.	Comment by JJ: This is the original order of the sentence

I have reordered it so that I can group things in a way that helps the flow of ideas 

 Israel has had difficulty in maintaining good and fair inclusive growth, including in terms of ensuring equality in the provision of labor market skills and quality of education, and also in terms of environmental justice and natural resources, accessibility to health services, affordable housing, regional disparities, taxation and social rights, economic and social integration of minorities, gender equality, an effective public sector, intergenerational leadership, and a level of competitiveness (centralization). 	Comment by JJ: Basically I have split the sentence into several sentences so that it is less of a long list (which I think is harder to follow) and more of an explanation, which unpacks the ideas more.	Comment by JJ: Readers will not have a clue about this so I have added some details to help contextualize 	Comment by JJ: I assume? Unless this is a more generic statement?
Cost of living
The cost of living in Israel relates to how its price levels compare to those in other countries. According to OECD data, the cost of living in Israel is among the highest in the OECD. This is partly due to the appreciation of the Israeli shekel against other currencies, coupled with low productivity in Israel. The cost of living for a foreign tourist in Israel, who pays for local goods and services by exchanging foreign currency into shekels, is higher than for a local whose income is paid in shekels—since one U.S. dollar buys less in Israel than in it does in the United States. The appreciation of the shekel against foreign currencies, including the dollar, between 2011 and 2020 has resulted in the foreign currency price of goods rising over that period compared with the price of the same goods in shekels. The main reason for the appreciation of the shekel against foreign currencies is Israel’s low levels of competition and high market concentration of manufacturers and suppliers. The fact that the shekel price of goods and services in shekels have not risen a great deal over this decade does not contradict the fact that the cost of living in Israel is high in international comparison, or that Israel suffers from high market concentration and low competition. In terms of purchasing power, Israel is an expensive place to live. 	Comment by JJ: Higher over time? See below comment

Or higher because the same products are cheaper in other countries 	Comment by JJ: Correct? This is what "this" is?
In this same period, 2011–2020, Israel has also witnessed contradictory developments in the prices of non-tradable services. The cost of healthcare services has increased by about 19 percent, mainly due to the rising costs of private healthcare. Home prices rose by about 100 percent. Meanwhile, despite being non-tradable services, education and higher education costs have barely increased at all because they are state-funded. The prices of communications and tradable products have fallen, thanks to cuts to import taxes for goods coming from Asia, in particular China, a development that has seen the Israeli market flooded with all manner of industrial and consumer goods, from toys and clothing to advanced electronics. Since 2000, clothing and footwear prices in Israel have fallen by over 30 percent, improving consumer purchasing power. Meanwhile, food prices in Israel are higher than the OECD average, a result of low competition in the food industry and costs associated with kosher supervision and certification. According to the World Trade Organization, Israel’s tariffs on agricultural produce are among the highest in the world. The nine largest manufacturers and importers in Israel’s food industry—Tnuva, Strauss, Osem, the Central Bottling Company, Diplomat. Neto, S. Schestowitz, Leiman Schlussel, and Kimberly-Clark—enjoy a high market share. The aggregate market power and concentration of these large companies has allowed them to dominate Israel’s food chains and suppress smaller suppliers.	Comment by JJ:  מחירי תקשורת	Comment by JJ: This seems to operate separately (so should there should be a comma?). 
In an open and global economy, there is a constant dilemma and tension between domestic production and imports. Israel has adopted a policy of producing a range of basic goods domestically, and importing products for which it has no comparative advantage and whose quality is better than domestically-made equivalents. Israel imports some 95 percent of grains and grain products and most of its fish and beef. Meanwhile, Israel’s deeply-ingrained agricultural ethos has—so far—protected its fresh fruit and vegetable growers from competition from imports. In today’s geopolitical reality, food security—guaranteeing that all a country’s residents have constant access to nutritious, healthy and high-quality food based on domestic production—is extremely important. Agriculture and industry are essential strategic infrastructures for ensuring food supply, but Israel still needs to find a balance between domestic production and the ability to import high quality, cheap produce. The challenge lies in how to promote and optimize agriculture through advanced technologies, in order to produce high-quality, nutritious food while increasing crop yields severalfold.
Israel’s high food prices are a result of its high market sector and inter-sector concentration, which results in low levels of competition. Other factors involved in pushing up food prices include import barriers in some sectors, exclusive importers (brand monopolies) for some products, a failed system of regulation, non-tariff barriers (regulatory), and the high cost of security and kosher supervision. Imports play a role in generating competition (because of tax cuts) and in reducing the power of big importers whose exclusive deals with foreign suppliers shield them from competition with other importers (parallel imports). Exclusive importers profit at the expense of consumer choice and cost, while regulation establishes their exclusive status. Some of Israel’s food imports are limited by quotas. To drive prices down, Israel needs to regulate cartels in certain agricultural markets (notably, eggs and milk), improve enforcement by the Israel Competition Authority, and open up the market to imports. Reform of Israel’s kosher supervision system will also help ease prices of kosher food products. In short, Israel’s cost of living war will be won by increasing competition, reducing import barriers, and slashing excess red tape.	Comment by JJ: בתקינה
I assume?	Comment by JJ: Not sure if this is the right meaning
Public sensitivity toward the cost of living was one of the flashpoints that sparked the 2011 social justice protests. In wake of those protests, the government introduced a series of reforms intended to lower prices in certain industries, including cellular communications and airline travel. The government also introduced free state education for all children from the age of 3, and a VAT exemption on personal imports up to a value of $75. These reforms did go some way toward easing the cost of living, with increased competition helping to drive down prices. However, comprehensive reform is still needed to address the soaring cost of Israelis’ biggest household expense—that is, housing. Such reforms should mainly target government practices (including land allocation and taxes), which are responsible for most of the cost components that affect house prices in Israel.	Comment by JJ: Added by me to help explain this point

Also have I captured the meaning here correctly
Tax burden and public expenditure
Prior to the 1985 Economic Stabilization Plan, Israel’s tax burden was relatively high. Today, at about 32 percent of GDP, Israel’s tax burden is relatively low in comparison with other OECD countries. Direct taxation in Israel is particularly progressive: those on the lowest incomes pay little or no tax, while its highest income tax bands are comparable to those in other OECD countries. Most of the state’s direct tax revenues thus come from a relatively small number of taxpayers—the two upper deciles. Israel’s taxation mix is unusual compared to those of other OECD countries. The weight of indirect taxation (primarily VAT and excise duties) is relatively high in terms of total taxation: over 40 percent, compared to the OECD average of 35 percent. Indirect taxes are easier to collect than direct taxes.	Comment by Susan: Added for reader	Comment by JJ: I assume
A low tax burden is considered positive, because it encourages growth and reduces incentives for tax evasion. The assumption is that direct taxation hampers growth, while indirect taxation increases socioeconomic inequality, because it has a greater impact on poorer citizens. Reliance on indirect taxation also indicates a less cohesive society, since citizens in countries with low social solidarity are likely to be more resistant to contributing to the common good through direct taxation. According to international indices, Israel’s shadow economy is twice as large as that of other developed countries, such as the United States, Canada, and the United Kingdom. Further, a low taxation burden results in low public expenditure. Leaving aside Israel’s relatively high defense spending, we can see that civilian public spending in Israel is the lowest in the OECD on education, health, welfare, infrastructure, and public transport. In other words, Israel collects fewer taxes and provides fewer public services than other OECD countries. Israelis are forced to either pay the shortfall from their disposable incomes, or settle for fewer public services. In the two decades between 2000–2019, civilian public spending in Israel was on average around 35 percent of GDP, compared with the OECD average of 47 percent of GDP. In comparison, the countries with the highest levels of public spending earmarked around 55 percent of GDP for this purpose. Israel’s high defense budget provides only a partial explanation for its low public service provision. The main reason stems from Israel’s perception during the 2000s that a small government and a low tax burden were needed. 
Israel’s low levels of civilian public spending have affected investment in infrastructure, education, and health. Despite rising levels of investment in infrastructure between 2010–2019, the gap between Israel and most other OECD countries remains high, especially in terms of investment in land transport (Israel’s road space is one of the smallest in the world) and in mass transit systems. In terms of environmental quality, Israel scores poorly in most international indices. The achievements of Israel’s education system are comparatively low compared to other OECD countries, as measured by performance in standardized tests. There needs to be a major shakeup of the education systems for Israel’s ultra-Orthodox and Arab populations, particularly in light of the fact that these two populations are growing larger. Crime and violence are problems that concern the general public because they harm the quality of life and perceptions of personal security. This issue is particularly acute among Israel’s Arab citizens.
Poverty and net inequality in Israel are among the highest in the world, even after the measures the government put in place to tackle these issues in response to the 2011 social justice protests. Israel also scores poorly on international welfare spending indices. While Israel’s health system is considered efficient, with life expectancy, and low infant mortality, the country ranks lower than the OECD average in terms of health expenditure indicators, e.g., the number of hospital beds, nurses, and MRI machines per capita. However, the current level of efficiency of Israel’s health service is likely to become inadequate in light of its aging population. To address this, the government will need to boost spending on health as a proportion of GDP.	Comment by JJ: I assume
In some cases, decisions regarding the allocation of public resources have a cost in human lives, and cannot be calculated solely in terms of economic value. These include decisions to restrict medical benefits, allocate public funds to purchase protective equipment for soldiers, pay for proper surfacing for roads with a higher-than-average number of traffic accidents, make investments in nursing care for elderly people and in nonprofit welfare organizations or charities that work with vulnerable young people, or fund initiatives to combat air, soil, and water pollution. The human cost of such choices, which must be made in light of budget limitations, require difficult decisions to be made and demand considerable prudence and knowledge. The coronavirus pandemic exposed the need for efficient public services. Israel’s education system had difficulty functioning during the pandemic, for example, because of overcrowded classrooms, and its professional training system was negatively affected by limited services.	Comment by JJ: https://www.proz.com/kudoz/hebrew-to-english/medical-pharmaceuticals/3243577-%D7%A1%D7%9C-%D7%94%D7%AA%D7%A8%D7%95%D7%A4%D7%95%D7%AA.html	Comment by JJ: The literal translation of drug baskets sounds very weird in English, even though I see it has been used in English translations of Israeli gvt sites. I would avoid it.	Comment by Susan: Alternatively – roads designated as dangerous
Innovation
Ironically, although their country has been dubbed “the Startup Nation,” Israelis do not feel that they live in a technologically-developed country. High tech contributes directly to the living standards of the approximately 11 percent of Israelis who work in the high-tech sector. Meanwhile, Israel’s transport, commerce, education, and public sectors all lag behind the rest of the developed world in terms of digital service provision. Part of this technological disconnect stems from Israel’s geopolitical situation as an “island state” located far from global supply chains. Israel’s small size and geographic isolation affects its competitiveness in non-tradable industries that are not exposed to imports, such as construction, communications, finance, and commerce, where investments in innovation and technology have been relatively low. As the globalization of Israel’s economy intensified, the Israeli public began to demand Western-level rail transport, mail services, and other infrastructure services. Israel’s public sector has so far failed to implement adequate levels of systematic, organizational, and/or technological innovation. Innovation and technology are not evenly distributed across Israel, and there are considerable gaps between the more affluent central coastal plain and more peripheral regions. The central Mediterranean coastal plain is well-developed, with a high concentration of high-tech industries, and its residents mostly enjoy a high standard of living equivalent to that of other countries where high-tech centers influence innovation in large metropolitan areas.	Comment by Susan: Perhaps encourage rather than implement?
Finance and personal wealth	Comment by JJ: Added by me
In the wake of the 1985 Economic Stabilization Plan, the government carried out a number of financial reforms. One key reform was the privatization of Israel’s previously nationalized capital market. Also notable were a series of pension reforms, which resulted in a good pension system that provides reasonably-priced pension services to the entire population. The privatization of financial responsibility, where citizens act for their own benefit, has been good for the economy. Pension savings were diverted to the newly-competitive capital market and managed by institutional investors. Some 1.2 trillion NIS in pension funds have been amassed as of 2021, a reflection of an increased public awareness of the need to ensure that their living standards do not fall following retirement. The level of personal savings in Israel is one of the highest in the OECD, and since 2000, the Israeli public has grown wealthier. In 2021, the public portfolio of financial assets (including life insurance, pension funds, provident funds, advanced study funds, and securities) reached over 5 trillion NIS (three times the GDP), compared to around 2.5 trillion NIS in 2010. The mean value of the financial assets of an Israeli household in 2021 was USD150,000 per capita, higher than in developed countries, and household debt in 2023 stood at around 43 percent of GDP, most of it in mortgages.	Comment by JJ: Than the OECD average?
Credit Suisse’s Global Wealth Report has indicated that Israel is among the countries that have shown a rapid increase in average financial capital per person. Israelis’ financial capital increased from $465 billion in 2000 to $1.2 trillion in 2010, comprising about 0.3 percent of global capital, while Israel constitutes around 0.13 percent of the world’s population and produces about 0.3 percent of global GDP. Credit Suisse estimated that in 2021, Israel had approximately 160,000 millionaires (individuals whose financial wealth was worth over one million U.S. dollars), with an average value of USD3.3 million, the result of multiple exits and issuances by high-tech entrepreneurs. Over 1,000 Israelis had a fortune of over $50 million, with 50 having amassed over $500 million. This is a new phenomenon for a society that had almost no private wealth until the 2000s. Israeli Hebrew-language business daily TheMarker estimated that in 2021, Israel had 71 billionaires (although not all permanently reside in Israel), placing Israel in second place globally in terms of the number of billionaires per capita. In April 2022, American business magazine Forbes reported that there were 31 Israeli billionaires in 2021. The concentration of capital in the hands of a small group of billionaire and millionaire capitalists is a symptom of the growing phenomenon of inequality in Israeli society, where a significant part of the general public still does not benefit from the fruits of high-tech development and innovation.	Comment by JJ: For what year	Comment by JJ: https://en.globes.co.il/en/article-credit-suisse-average-wealth-in-israel-rose-176-in-2021-1001425162

In case it's nice to have a ref

The report is a pdf so I can't link that	Comment by Susan: Perhaps little accumulated private wealth? 	Comment by JJ: Apparently this is all one word
