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Abstract

Israel is characterized by extreme spatial segregation between Arabs and Jews. Arabs tend to live in poorer and more rural
areas with fewer employment opportunities than Jewish localities and they tend to be disadvantaged in almost every aspect of
socio-economic stratification. This study examines the extent to which local economic opportunities and government allocation
of resources account for the difference in poverty and welfare between Jewish and Arab households, above and beyond their
demographic and socio-economic characteristics.

Data from Israel’s 1995 Census, conducted by Israel’s Central Bureau of Statistics, are combined with information from Israel’s
Central Bureau of Statistics special publication on localities. A multilevel technique (HLM) is used to analyze the extent to which
household poverty is affected by community of residence, above and beyond the effect of household socio-economic and demographic
characteristics.

The findings show that the Israeli government allocates fewer funds to Arab localities and that Arab localities offer fewer economic
opportunities than Jewish localities. The findings also show that government welfare policy is more efficient in reducing household
poverty among Jews than among Arabs, revealing another dimension of institutional discrimination.
© 2006 Elsevier Ltd. All rights reserved.
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1. Introduction

Israel is characterized by extreme spatial segregation
between Arabs and Jews. Arabs tend to live in poorer
and more rural areas with fewer employment oppor-
tunities and lower levels of government funding than
Jewish localities (Al-Haj & Rosenfeld, 1990). In paral-
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lel, Arabs tend to be disadvantaged in almost every aspect
of socio-economic stratification, employment and edu-
cation and Arab households tend to be poorer than Jew-
ish households (Kraus & Hodge, 1990; Lewin-Epstein
& Semyonov, 1992, 1993; Okun & Friedlander, 2005;
Semyonov, 1988; Shavit, 1992). In this study we argue
that the structure of economic opportunity is an artifact
of socio-political processes, and we set out to investi-
gate whether the differences in economic opportunity
and resource allocation further enhances the economic
disparity between Jews and Arabs in Israel.

The current study is grounded in general theories
focusing on the structure of economic opportunity as
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an important determinant of poverty and on studies
that investigated the historical process leading to the
geographic concentration of poverty (Fong & Shibuya,
2000; Fernandez & Su, 2004; Kasarda, 1989; Massey &
Denton, 1993; Massey & Fischer, 2000; Stier & Tienda,
2001; Wilson, 1987). But, the mechanisms underlying
the concentration of poverty are politically charged, and
historic changes in population composition and eco-
nomic development are affected by political interests
and preferences. For example, governments may enforce
laws that attract labor migration, but they may also
affect the price and availability of housing laws to direct
migrants’ settlement patterns. As Massey and Denton
(1993) show, housing covenants and mortgage poli-
cies during a period of racial migration contributed to
racial segregation and then to concentrated poverty in
the United States. Thus, both settlement patterns and
economic opportunity may result from socio-political
processes that reflect government policy. Governments
can promote geographic settlement patterns by affecting
the availability and price of housing and they can boost
economic development by investing in infrastructure and
by allocating resources to education and job training.

The Israeli case is a good example illustrating the rela-
tionship between government policy, economic devel-
opment, and poverty. Studies of poverty in Israel have
found that Israeli government policy favors Jewish immi-
grants over Arabs (Lewin & Stier, 2002; Stier & Lewin,
2002), and that the government allocated more resources
to Jewish communities (Al-Haj & Rosenfeld, 1990).
But the effect of economic development on poverty in
Israel has yet to be explored. In this study, we set out to
fill this gap and we examine the extent to which local
economic opportunities and government allocation of
resources account for the difference in poverty and wel-
fare between Jewish and Arab households, above and
beyond their demographic and socio-economic charac-
teristics.

2. The poverty of places

The approach that emphasizes the effect of commu-
nity characteristics on poverty tends to focus on the
structure of economic opportunity. The underlying argu-
ment is that through its opportunity structure, the place of
residence affects the ability of households to raise their
economic status and avoid falling into poverty, above
and beyond the human resources and work behavior
of its residents (Cotter, 2002; Kasarda, 1989; Wilson,
1987). Social segregation and the concentration of the
poor have been found to be related to other socio-
economic attributes such as crime, teenage parenting,

retreat from marriage and infant mortality (Alba, Logan,
& Bellair, 1994; Stier & Tienda, 2001; Tienda, 1991;
Wilson, 1987). Studies that emphasize community char-
acteristics tend to focus on the role of local labor mar-
kets, unemployment levels, racial and ethnic segregation,
skill mismatch, and economic restructuring in explain-
ing differences in poverty among communities (Eggers
& Massey, 1991; Fong & Shibuya, 2000; Fernandez &
Su, 2004) and differences in poverty among individuals
(Iceland, 1997).

But focusing exclusively on communities’ economic
opportunities may obscure the view from the political
processes that created these very opportunities. Stud-
ies have set out to understand the social mechanisms
that led to ethnic segregation and then to the over-
representation of ethnic minorities among the poor, the
unemployed, and the jobless (Fong & Shibuya, 2000;
Massey & Denton, 1993; Massey & Fischer, 2000). We
argue that underlying the historic processes that lead to
segregation are sometimes political processes, and these
may have long-term economic consequences. For exam-
ple, Massey and Denton (1993) investigated the socio-
historic processes that created segregation in the US and
found that segregation is, at least in part, a response to
political and economic interests.

Therefore, we argue that economic opportunity in a
community may in fact reflect its socio-political stand-
ing. Weaker groups, with little political clout may receive
less funding for economic development than stronger,
more established communities that are in a better posi-
tion to command social resources. Thus, we argue that
communities differ not only in their economic struc-
ture but also in the political power their members com-
mand. The community’s socio-political standing is fur-
ther related to the availability of public services and
their quality because access to public services may
be related to the funding the community is able to
generate.

In the current study, we examine the effects of
economic opportunity and government allocation of
resources on poverty and welfare dependence among
Arabs and Jews in Israel. We expect that the Israeli gov-
ernment’s historic neglect of Arab localities in terms of
economic development and investment in infrastructure,
as well as its limited allocation of funding to education
and welfare, will have effects on poverty and welfare
dependence of Arabs, compared to Jews.

3. The poverty of individuals

Another approach to understanding the dynamics of
poverty focuses on individuals’ attributes. According to
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this approach, unemployment and economic depriva-
tion are the products of low level of skills and socio-
economic resources, partly because of early social and
economic disadvantages and partly because of behav-
ioral problems or lack of ability (Alcock, 1997). Indi-
viduals are at risk of becoming poor also because of
life events such as divorce, out of wedlock childbirth,
or disability. Studies show that socio-economic charac-
teristics, such as labor force participation, marital sta-
tus, and living arrangements, are associated with the
odds of being poor (Blank, 1994; Casper, Mclanahan, &
Garfinkel, 1994; Stier & Lewin, 2002; Stier & Tienda,
2001).

Proponents of the approach that emphasizes indi-
viduals’ behaviors as determining poverty and welfare
dependence advocate public policy aimed at increasing
employment among people of working age. Accord-
ingly, policy should invest in job training, should
increase the motivation to work, and should create
the necessary conditions for those who are other-
wise unable to work. Such policy sets out to trans-
form the behavior of the poor, while little attention is
given to the economic and political forces that foster
poverty.

In the current study, we include both individual and
community characteristics in our analyses and we exam-
ine the extent to which they are determinants of poverty
and welfare dependence among Jews and Arabs in Israel.
On the individual level, we expect that individual char-
acteristics will affect poverty among Arabs and Jews in
similar ways. But, we expect to observe differences on
the community level because we expect Arab localities
to receive less government funding and to offer fewer
employment opportunities than Jewish localities.

4. The Israeli setting

In this study, we set out to explore the effects of
community characteristics and government allocation
of resources on poverty levels and welfare dependence
among Jews and Arabs in Israel. Israel provides an inter-
esting case to examine individual and community effects
on poverty and welfare dependence because it has high
levels of inequality, paralleled with high levels of seg-
regation. Arabs constitute a minority (about 18% of the
population) which is subordinate to the Jewish major-
ity in education, occupation and employment (Kraus &
Hodge, 1990; Lewin-Epstein & Semyonov, 1992, 1993;
Okun & Friedlander, 2005; Semyonov, 1988; Shavit,
1992). Moreover, Israeli Arabs are far more likely to
be poor than Israeli Jews (Lewin & Stier, 2002; National
Insurance Institute, 1998).

Israeli society is characterized by extreme spatial
segregation between Jews and Arabs. This segregation
began before the establishment of the State of Israel, with
the settlement patterns of Jewish immigrants who tended
to build new communities (Lewin-Epstein & Semyonov,
1992). For a while after the establishment of the state
in 1948, segregation was institutionally maintained by
the military administration, but ever since the military
administration was dismantled in the mid 1960s, there
have been no legal restrictions on mobility and residence.
Today, about 90% of the Arabs are concentrated in vil-
lages and small towns, only eight urban localities are
ethnically mixed (Lewin-Epstein & Semyonov, 1992,
1993), and these account for 8.6% of Israel’s total Arab
population. This extreme segregation is maintained by
both Jews and Arabs, for political, ideological, and cul-
tural reasons, and residential mobility between the two
sectors is rare. In fact, even in the eight mixed locali-
ties ethnic segregation is high and persistent over time
(Falah, 1996).

The geographic segregation of Jews and Arabs in
Israel is paralleled by separate structures of economic
opportunity in Jewish and Arab localities. The Israeli
government has allocated more resources and has pro-
vided more incentives to economic development in Jew-
ish areas than Arab areas. This discriminatory policy
has led to a situation whereby Arab communities have
less developed infrastructures, are less economically
developed and offer fewer job opportunities than Jew-
ish communities (Al-Haj & Rosenfeld, 1990). There-
fore, we argue that the economic structure of opportu-
nity reflects the structure of political power in Israeli
society.

Arab communities in Israel tend to be located in the
periphery, far from large urban centers. The shortage
of jobs in the Arab economic sector forces many Israeli
Arabs to commute to work (Atrash, 1995; Lewin-Epstein
& Semyonov, 1992, 1993, 1994). But, Arabs who com-
mute to work in Jewish localities face discrimination
as they compete with Jews for jobs (Lewin-Epstein &
Semyonov, 1992, 1994). Jobs in the Arab sector have
become increasingly scarce. For example, textile work-
shops were recently transferred from Arab villages to
other countries. The loss of jobs in the textile industry in
the Arab sector has reduced employment opportunities
for Arab women, who are discouraged from commuting
to work (Awad, 1998; Kraus, 2002; Schnell, Sofer, &
Drori, 1995).

Jews and Arabs are further stratified by religious
(Arabs) and ethnic (Jews) lines (Goldscheider, 2001).
The Arab population in Israel is composed primar-
ily of Muslims (80%), with a minority of Christians
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and Druze. The three Arab religious groups are highly
segregated, with only few mixed Arab localities. The
three groups also differ substantially in their socio-
demographic attributes. Muslims and Druze have higher
fertility rates and lower levels of education than Chris-
tians, who tend to be more urban (Goldscheider, 1996).
The groups also differ in their socio-political standing.
Druze men serve in the Israeli army (as do Jews and
some Beduin), and therefore, Druze families (and some
Beduin) have been eligible for certain benefits which,
until 1997, were limited to army veterans (Rozenhek,
1999).1

The Israeli Jewish population is also stratified.
Among Israeli Jews, inequality is structured along eth-
nic lines, with Jews of European and American origin
at the top of the political and socio-economic hierar-
chy and Jews of Asian and North-African origin at the
bottom (Haberfeld & Cohen, 1998; Lewin-Epstein &
Semyonov, 1993). The Jewish groups differ in their
residential distribution, with a higher concentration of
Jews from Asian-African origin in peripheral commu-
nities. Recent immigrants arriving to Israel through-
out the 1990s from the former Soviet Union are over-
represented among the poor because they encounter
difficulties in securing adequate jobs and they experi-
ence high rates of unemployment and under-employment
(Raijman & Semyonov, 1997, 1998; Stier & Levanon,
2003).

In the current study, we focus on government funding
and economic opportunities available in Jewish and Arab
localities and we examine the extent to which these com-
munity characteristics explain differences in poverty and
welfare dependence among Jewish and Arab households.
Separating community effects from household effects
will help us better understand the socio-political mecha-
nisms that lead to economic deprivation. We expect that
the high concentration of Arabs in peripheral and eco-
nomically disadvantaged geographical areas limits their
access to stable jobs and thereby enhances their eco-
nomic vulnerability.

1 The laws regarding children’s allowances in Israel are politi-
cally charged and constantly evolving. Overall, children’s allowances
in Israel are not means-tested. But, until 1997, Israeli army veter-
ans received additional child allowances. This benefit discriminated
against Arabs because most Arabs do not serve in the Israeli military.
The law was changed in 1996 (in effect in 1997), eliminating veteran
benefits in child allowances, and eliminating this aspect of discrim-
ination against Israel’s Arab population. But, the current study uses
census data from 1995, prior to the change in the law, and the results
do reflect the unequal distribution of child allowances.

5. Data, variables, and method

In this study, we conduct a multilevel analysis of
the determinants of poverty among Jews and Arabs in
Israel. A multilevel analysis is necessary because the data
are hierarchical, as households are nested in localities.
Moreover, with the high level of geographic segregation
between Jews and Arabs in Israel, Jewish households
are nested in Jewish localities and Arab households are
nested in Arab localities. Thus, our study employs two
level of analysis: households as the micro level and local-
ities as the aggregate, macro level.

Multilevel models account for the part of the error
structure related to the similarity between families within
the same locality, and thereby provide more consistent
estimated standard errors than those provided by OLS
techniques using hierarchical data structures.

Two types of data are required to examine the contex-
tual influences of community characteristics on house-
hold poverty: household-level data and data on the level
of the community of residence. For household-level vari-
ables we use Israel’s 1995 Census, conducted by Israel’s
Central Bureau of Statistics, and for variables on the level
of community of residence we use data from Israel’s Cen-
tral Bureau of Statistics special publication on localities
with at least 2000 inhabitants. Thus small towns, vil-
lages, and most kibbutzim are excluded from the present
analysis. The census collects personal and household
information regarding income and demographic char-
acteristics, enabling us to estimate the socio-economic
characteristics of the household, and whether it lives in
poverty. The 1995 census survey is a nationally repre-
sentative sample of 20% of Israeli households. Because
this study focuses on the effects of economic opportunity
on poverty, we focus on the working-age population, and
we select households headed by working-age men and
women (household heads aged 65 or less). After exclu-
sion of households with heads older than age 65 and
households with missing information, our sample con-
sists of 193,294 households living in 166 localities in
Israel. The majority of households (164,764) are headed
by Jews living in 104 Jewish communities (8 of which
are mixed), and 27,826 households are headed by Arabs,
living in 62 Arab communities (70, including mixed
cities).2

Table 1 presents the variables and their operational
definitions.

2 The eight mixed communities are included in the sample of both
Jewish and Arab households when analyzed separately. Excluding
these communities from each of the samples did not affect the results.



Aut
ho

r's
   

pe
rs

on
al

   
co

py

A.C. Lewin et al. / Research in Social Stratification and Mobility 24 (2006) 177–191 181

Table 1
Definition of variables included in the analysis

Variable name Variable definition

Dependent variables
No provider in the household Binary variable indicating that no household member participates in paid

employment
Poverty Binary variable indicating that household income is below the official poverty

line (the official poverty line is 50% the median income after tax and transfers)
Welfare dependence Binary variable indicating that the household receives Income Maintenance

payments. Income Maintenance is Israel’s means-tested welfare transfer,
available only to households with very low income (or no income) and no
possessions (excluding the home in which they live)

Independent variables
Community-level variables

Percent of employees in agriculture The percentage of employees in the locality employed in agriculture
Percent of employees in industry The percentage of employees in the locality employed in industry
Percent of employees in public sector The percentage of employees in the locality employed in the public sector
Percent of employees earning minimum wage or less The percentage of low-wage employees in the locality, i.e., earning minimum

wage or less
Unemployment rate The percentage of the total labor force in the locality actively looking for work
Female labor force participation rate The percentage of women in the labor force in the locality
Government allocation for education per student (in 1992) In New Israel Shekels (NIS)
Government allocation for welfare per person (in 1992) In New Israel Shekels (NIS)

Household-level variables
Number of children Number of children under age 18 in household
Age of head of household Measured in years
Education of head of household Measured in years
No provider Binary variable indicating that there are no wage earners in the household
Type of household Categorical variable distinguishing: single (person living alone); single parent

(with children in household); extended household; and two-parent household
(reference category in regressions)

Ethnicity of head of household Categorical variable distinguishing: Jews (by continent of birth, and for
Israeli-born, by father’s continent of birth): Asia; Africa; Israel; Recent
Immigrant (Jewish immigrant arrived to Israel between 1989 and 1995);
Europe/America (reference category in regressions). Arabs (by religion):
Muslim; Christian (reference category in regressions); Druze

Note: All variables are drawn from Israel’s 1995 Census, with the exception of the budget variables indicating government investment is education
and welfare in the locality, which are from Special Publications, Israel Census Bureau 1992.

5.1. Dependent variables

We use three dependent variables measuring poverty:
(1) whether the household has no member participating
in paid employment. This is a direct measure of the risk
of experiencing poverty, because having no providers in
the household is an immediate determinant of economic
hardship.3 (2) Whether any member of the household

3 Our dependent variables are drawn from Census data which uses
self-reported income and employment information. Respondents do
not have a direct incentive to under report earnings or employment
because census data are not shared with welfare authorities or with
income tax authorities. Nonetheless, it is possible that respondents
under report earnings and gains from informal economy due to a gen-
eral mistrust of government agencies. There is no evidence, however,
that certain groups (e.g., Arabs) under-report employment or earnings

receives income maintenance (Israeli welfare payments).
This is a direct measure of poverty that applies to people
with no access to income or whose level of earnings
is very low (National Insurance Institute, 1998). (3)
Whether the household’s income is below the official
poverty line. The Israeli official poverty line is defined,
as in other Western countries, as 50% of the household’s
median disposable income. Disposable income is defined
as the sum of the household’s income from all sources:
earnings, property, capital, and transfers, net of taxes.
The poverty line is adjusted by household size, with
diminishing returns for each additional household mem-
ber (National Insurance Institute, 1998). The correlation

more than others, or that one group under utilized welfare services
more than the other (Doron & Gal, 2000).
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between the poverty measure and the measure of welfare
dependence is very low (r = 0.1 among Jews and 0.06
among Arabs), indicting that while Israeli welfare pay-
ments are successful in lifting some households out of
poverty, other households experiencing economic hard-
ship are not eligible for welfare support. Therefore, these
two indicators measure different aspects of economic
deprivation. There is a moderate correlation between
welfare dependence and having no provider in the house-
hold partly because some of the working poor are eligible
for welfare support. The correlation between having no
provider in the household and poverty status is relatively
strong (0.5 among Jews and 0.4 among Arabs), because
participating in the labor force is the major determinant
of household income, and thus, of poverty.

5.2. Independent variables

The following hierarchical analysis combines house-
hold-level and community-level independent variables.

Household level: Two variables indicate the house-
hold’s economic standing: the educational level of the
head of household4 and whether the household has no
provider (for the models predicting poverty and welfare
dependence). The number of children in the household
is included in the analysis because larger families are at
greater risk of poverty and need higher incomes in order
to live above the poverty line. Larger families also have
a lower probability of women participating in the labor
force. We also control for the age of the head of house-
hold and for household type. We distinguish four house-
hold types: persons living alone, households headed by a
single parent, households headed by a couple (reference
category in regressions), and extended households.

Ethnicity is the main independent variable in the
study, as we set out to compare the determinants of
poverty among Jews and Arabs in Israel. Within each
of these main ethnic groups we further distinguish eth-
nic groups. For Jews, ethnicity is defined by continent of
birth, and for Israeli-born Jews by father’s continent of
birth; for Arabs, we define three ethnic groups by religion
(see Goldscheider, 2001 for a discussion of the historical,
political, and ideological roots of these distinctions). The
ethnic categories are mutually exclusive and defined as
follows: for Jews, Asia, Africa, Europe/America (refer-
ence category in regressions), and Israel (head of house-
hold and father were both born in Israel). We include
a separate category for recent immigrants from the for-

4 Head of household is defined as the person with the highest labor
supply or, in case of equal labor supply, the oldest member.

mer Soviet Union because as immigrants they face more
severe economic hardship than other European Jews. For
Arabs, we distinguish Muslims, Christians, and Druze.
The reference category in the regressions for Jews and
for total population are Jews of European/American ori-
gin; Christians are the reference category in the separate
regressions for Arabs. Household ethnicity is defined by
the ethnicity of the head of household.5

Our community-level variables are various indica-
tors of economic opportunity and government invest-
ment in the locality. Among economic indicators we
include the economic structure of the locality, measured
by three variables: percent of the locality’s residents
employed in agriculture; percent of the locality’s resi-
dents employed in industry; and percent of the locality’s
residents employed in the public sector. The quality of
employment in the area is measured by the percent of the
locality’s residents employed and earning below the min-
imum wage. We include two indicators of the availability
of jobs, the unemployment rate in the locality and the
rate of female labor force participation. Among Arabs,
women’s employment rate may reflect the availability of
jobs within the locality, as women are strongly discour-
aged from commuting to work, and it may also reflect
norms regarding the division of labor within households
and child-rearing responsibilities due to high level of
fertility.

We include two measures of government allocation
of resources to the locality: education budget per student
and welfare budget per person. These measures reflect
current government priorities in investment in develop-
ment. High correlations among the variables prevent us
from including additional indicators of economic oppor-
tunity and government involvement in our analyses.

Our research questions call for a multilevel anal-
ysis, examining the effects of both household-level
and community-level characteristics. We employ hier-
archical modeling and we use HLM software (Bryk &
Raudenbush, 1992). HLM enables us to model the two
components of poverty simultaneously, and to differen-
tiate between the effects of household- and community-
level characteristics on poverty. Since the poor tend to
be located in areas characterized by high poverty rates,

5 The number of ethnically mixed households is negligible among
Arabs (Lewin, 2004), yet it is more substantial (about 25%) among
Jewish households (Stier & Shavit, 1994). Applying the head of house-
hold’s ethnicity as the ethnicity for the entire household introduces a
certain amount of error into this measurement, for households com-
posed of members of different ethnic groups. We maintain that this error
is minimal for the current investigation because the head of household’s
ethnicity is the most important in regard to employment and poverty.
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Table 2a
Means (standard deviations) and percentage distribution of selected household characteristics, by nationality (Israel 1995)

Total population Jews Arabs

Dependent variables
No provider in household (%) 10.4 10.0 13.0
Poor (%) 14.3 11.1 33.9
Welfare dependent (%) 5.3 5.2 5.7

Household level characteristics
Number of children 1.43 (1.52) 1.25 (1.34) 2.50 (2.00)
Education of head of household 11.74 (3.74) 12.13 (3.57) 9.49 (3.90)
Age of head of household 40.04 (11.49) 40.84 (11.47) 35.31 (10.45)

Household composition
Single parent (%) 7.0 8.0 4.0
Extended (%) 6.0 6.0 4.0
Single (%) 11.0 12.0 3.0
Couple 76.0 74.0 89.0

Ethnicity
Jew-Asia (%) 19.0 23.0
Jew-Africa (%) 18.0 21.0
Jew-Europe–America (%) 27.0 29.0
Jew-Israel (%) 8.0 9.0
Immigrant (%) 14.0 16.0
Arab-Muslim (%) 11.0 78.0
Arab-Christian (%) 2.0 13.0
Druze (%) 1.0 9.0
No. of households 192591 164764 27826

the effect of household characteristics on the likeli-
hood of being poor may be distorted by the homogene-
ity of communities (Bryk & Raudenbush, 1992). HLM
(HGLM for binary dependent variables) adjusts for this
distortion and provides correct estimates and standard
errors, allowing us to test whether important correlates
of poverty such as employment status, education, and
number of children have similar effects on the likeli-
hood of being poor across communities characterized
by different opportunity structures and different levels
of government funding.

6. Findings

Table 2a presents descriptive statistics of household-
level characteristics for the total population and for Jews
and Arabs separately. Overall, about 14% of all working-
age households in Israel are poor, but there is a substantial
difference in poverty level between Jewish and Arab
households. Among Jewish households only 11% live
below the poverty line, compared with a third of all Arab
households. Nonetheless, while Arabs are considerably
poorer than Jews, the two groups have similar levels of
welfare dependence (5.2% of Jewish and 5.7% of Arab
households receive income maintenance). These find-
ings demonstrate that not all poor people in Israel are

eligible for welfare support from the state. Eligibility for
income maintenance is restricted to households with lit-
tle or no earned income (apparently, substantially below
the poverty line). In addition, ownership of assets or
property (e.g., land or a car) precludes eligibility for
income maintenance (with the exception of applicants
owning the home in which they reside). Since many
Arabs live in formerly rural areas and own land, many
are ineligible for state support. In addition, Arab house-
holds are large but have relatively fewer providers (and
lower income), so they may fall below the poverty line
yet still not qualify for welfare transfers.

The percentage of households in which no one partic-
ipated in the labor market (households with no provider)
is higher in Arab (13%) than in Jewish households
(10%). These figures reflect the lower level of labor
force participation of Arab men and women in Israel
(Kraus, 2002; Sa’di & Lewin-Epstein, 2001). On aver-
age, Arab heads of households are also substantially less
educated than Jewish heads (9.5 and 12 years of studies,
respectively), and their families tend to be substantially
larger. The great majority of all working-age households
in Israel are headed by a couple, and this percentage is
higher for Arabs (89%) than for Jews (74%).

The findings presented in Table 2b depict the differ-
ences between Arab and Jewish communities. Overall,
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Table 2b
Means (standard deviations) of community characteristics by Nationality

All communities Jewish communities Arab communities

Community level characteristics
% Employed in agriculture 3.13 (4.01) 1.80 (1.66) 4.90 (5.39)
% Employed in industry 22.53 (8.98) 22.48 (8.52) 22.89 (9.86)
% Employed in public sector 29.78 (9.52) 33.80 (8.50) 24.68 (9.38)
% Low-wage workers 39.73 (6.76) 37.31 (6.76) 43.25 (4.61)
% Unemployed 7.68 (3.05) 8.31 (3.02) 6.84 (2.80)
Education budget per person (NIS) 828.19 (277.83) 903.12 (267.51) 713.00 (251.94)
Welfare budget per person (NIS) 296.14 (154.79) 366.15 (151.56) 205.37 (100.62)
Distance from metropolis 36.14 (27.66) 31.54 (29.47) 40.99 (17.50)
Population size 35,470 (7081) 52,385 (8746) 33,645 (9336)
% Women in the labor force 38.10 (13.11) 47.67 (2.40) 24.68 (9.38)
Mean education 10.91 (1.62) 11.94 (1.10) 9.49 (1.07)
Mean salary 3915.5 (1139.7) 4430.9 (1200.3) 3248.9 (447.2)
No. of communities 166 103 70

the figures presented in Table 2b reveal the relative
disadvantage of Arab households compared to Jewish
households, in economic opportunities and government
support available in their communities of residence. Arab
communities in Israel are smaller than Jewish commu-
nities, and tend to be located in the periphery, far from
a major urban center. The economic structure of local-
ities reveals a higher level of employment in agricul-
ture among Arab localities, although the overall rate of
employment in this sector is very low (4.9% of resi-
dents in Arab localities and fewer than 2% in Jewish
localities). Employment in industry is similar in Jewish
and Arab localities (22–23%), and the level of employ-
ment in the public sector is higher in Jewish localities.
The unemployment rate is, unexpectedly, higher in Jew-
ish localities (8.3% are unemployed compared with only
6.8% in Arab communities) but there are more house-
holds with no providers in the Arab localities than in the
Jewish communities. These figures suggest that there are
more discouraged workers who have withdrawn from the
labor force and are no longer searching for employment
in Arab localities than in Jewish localities, possibly due
to their limited employment opportunities (see Sa’di &
Lewin-Epstein, 2001).

The mean household income is lower in Arab locali-
ties than in Jewish localities, and 43% of economically
active residents in Arab localities have low incomes (up
to the minimum wage), compared to only a third of the
residents in Jewish localities.

Our measures of government investment in the local-
ity indicate that Arab communities receive fewer gov-
ernment funds for education per student and welfare per
person than Jewish communities (NIS 713 and NIS 903
for education in Arab and Jewish communities, respec-
tively, and NIS 205 and NIS 366 for welfare). These

finding show that Arab localities receive less government
support and offer fewer economic opportunities than
Jewish localities. Multivariate analyses are necessary to
estimate the effect of these community characteristics on
household poverty, among Jews and Arabs in Israel.

To test whether community characteristics affect the
different measures of extreme economic disadvantage
above and beyond the effect of household characteris-
tics, we turn to the next stage of our analysis. We conduct
our multivariate analyses for the entire population (col-
umn 1), and then separately for Jewish (column 2) and
Arab households (column 3). Our analysis is composed
of three parts: first, we begin by examining the determi-
nants of having no provider in the household (Table 3),
then we examine the determinants of poverty (Table 4)
and welfare dependence (Table 5).

Table 3 shows multilevel models predicting the (log)
odds of there being no provider in a household. Column 1
is the model for the entire population and columns 2 and 3
are models predicting no provider in the household sepa-
rately for Jews and Arabs. Comparison between columns
2 and 3 reveals differences in the determinants of poverty
among the two groups.

Both household-level and community-level charac-
teristics have an effect on the odds of having no provider
in the household, and these effects are similar for Jews
and Arabs. On the household level, education reduces the
odds of having no provider, while the age of the house-
hold head increases these odds. These two variables
serve as direct measures of the ability of household heads
to find employment. The number of children increases
the odds of having no provider in the household, probably
through its effect on mothers’ labor force participation.
Household type is also related to its members’ economic
activity: extended families have lower odds of having no
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Table 3
Multilevel models predicting there being no provider in the household, by ethnicity

Household-level variables Total population Jews Arabs

Education (of head) −0.135* (0.003) −0.134* (0.004) −0.137* (0.010)
Number of children 0.188* (0.023) 0.231* (0.038) 0.102* (0.012)
Age (of head) 0.043* (0.002) 0.043* (0.002) 0.049* (0.004)

Household composition
One-person household 1.827* (0.070) 1.916* (0.065) 1.275* (0.131)
Single-headed household 1.832* (0.050) 1.819* (0.059) 2.018* (0.090)
Extended household −0.722* (0.065) −0.766* (0.079) −0.439* (0.127)

Ethnicity
Asia 0.046 (0.046) 0.048 (0.051)
Africa 0.198* (0.044) 0.192* (0.049)
Israel 0.317* (0.053) 0.307* (0.050)
New immigrant 1.027* (0.081) 1.043* (0.078)
Muslim 0.456* (0.150) 0.612* (0.103)
Christian −0.026 (0.115)
Druze 0.279* (0.143) 0.479* (0.118)
Intercept −3.117* (0.071) −3.207* (0.051) −2.913* (0.105)

Community-level variables
% Employed in agriculture −0.033* (0.009) −0.069* (0.026) −0.021* (0.008)
% Employed in industry −0.003 (0.004) −0.001 (0.004) 0.001 (0.007)
% Employed in public sector 0.022* (0.006) 0.019* (0.005) 0.016 (0.010)
% Low-wage workers 0.039* (0.013) 0.0586* (0.016) 0.018 (0.011)
% Unemployment 0.053* (0.014) 0.038* (0.017) 0.059* (0.024)
% Employed women −0.005 (0.006) 0.027 (0.019) −0.017 (0.014)
Education budget per person −0.0002* (0.000) −0.0003* (0.000) −0.0001 (0.0001)
Welfare budget per person −0.0004 (0.0003) −0.0006* (0.000) 0.001* (0.000)

Variance component
Null model 0.254 0.288 0.151
Individual-level variables 0.162 0.191 0.114
Full model (individual + community) 0.063 0.047 0.089

* p < 0.05.

provider, whereas single-parent families and households
composed of a person living alone have higher odds of
having no provider than households headed by a couple.
This finding suggests that living in an extended family
may serve as a strategy to improve the economic stand-
ing of those otherwise unable to have access to market
income.

Members of different ethnic groups have different
odds of having no provider in the household. Overall,
ethnic differences indicate that while Arabs have lower
access to market income than Jews do, there is substantial
ethnic variation within each group. Recent Jewish immi-
grants and Muslims have the highest odds of having no
provider, followed by Jews of Israeli origin, Druze, and
Jews of African origin.

On the community level, economic opportunity has
an effect on the odds of having no provider in the house-
hold. The higher the percent employed in agriculture,
the lower the odds of having no provider. The percent
employed in the public sector increases the odds of hav-

ing no provider, but this effect is statistically significant
only in Jewish localities. Unsurprisingly, the higher the
unemployment rate in the locality, the higher the odds
of having no provider in the household. Similarly, the
percent of workers earning up to the minimum wage has
a positive effect on the odds of having no provider, but
this effect is significant only among Jewish localities.
The effect of the percent of women employed on the
odds of having a provider is not statistically significant.

The effect of our indicators of government allocation
of resources to the community differs in Jewish and Arab
localities. Welfare budget per person in the locality is
related to lower odds of having no provider in the house-
hold in Jewish localities, while the relationship is positive
in Arab localities. This effect may reflect the differences
in the population targeted by welfare transfers in the two
sectors. Among Jews, a high percent of welfare trans-
fers serve as complementary payment to low-income
workers. In Arab localities these payments support fam-
ilies with no access to market income. We suspect that
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Table 4
Multilevel models predicting household poverty, by ethnicity (Israel, 1995)

Household-level variables Total population Jews Arabs

No provider in household 3.346* (0.055) 3.380* (0.070) 3.138* (0.187)
Education (of head) −0.065* (0.004) −0.064* (0.003) −0.060* (0.019)
Number of children 0.281* (0.009) 0.279* (0.012) 0.244* (0.031)
Age (of head) −0.030* (0.001) −0.032* (0.002) −0.019* (0.006)

Household composition
One-person household −0.274* (0.085) −0.166* (0.066) −1.531* (0.194)
Single-headed household 0.357* (0.065) 0.392* (0.069) 0.143 (0.107)
Extended household 0.229* (0.037) 0.224* (0.049) 0.146* (0.068)

Ethnicity
Asia 0.234* (0.049) 0.241* (0.053)
Africa 0.240* (0.054) 0.230* (0.061)
Israel 0.343* (0.056) 0.351* (0.059)
New immigrant 0.587* (0.062) 0.561* (0.062)
Muslim 1.855* (0.360) 0.364* (0.079)
Christian 1.232* (0.313)
Druze 1.199* (0.274) −0.038 (0.140)
Intercept −3.419* (0.120) −3.284* (0.051) −1.718* (0.093)

Community-level variables
% Employed in agriculture −0.003 (0.008) −0.049* (0.017) 0.008 (0.008)
% Employed in industry −0.008* (0.003) −0.010* (0.003) −0.005 (0.006)
% Employed in public sector 0.004 (0.005) 0.005 (0.004) 0.010 (0.013)
% Low-wage workers 0.029* (0.007) 0.044* (0.009) 0.020* (0.008)
% Unemployment −0.008 (0.012) −0.012 (0.013) −0.013 (0.015)
% Employed women 0.029* (0.011) 0.011 (0.012) 0.007 (0.009)
Education budget per person −0.0001 (0.0001) −0.0001 (0.0001) −0.0001 (0.0002)
Welfare budget per person 0.0002 (0.0003) −0.0001 (0.0002) 0.0002 (0.0007)

Variance component
Null model 0.526 0.284 0.144
Individual-level variables 0.157 0.043 0.103
Full model (individual + community) 0.042 0.021 0.097

* p < 0.05

welfare investments in Jewish localities are related to
the presence of recent immigrants, many of whom par-
ticipate in paid employment, but at the same time are
dependent on income maintenance (National Insurance
Institute, 1998). The budget allocated to education per
student reduces the odds of having no provider in the
household, but this effect is statistically significant only
in Jewish communities. A decomposition of the reduc-
tion in the component variance (the variance component
in the null model—the variance component in the full
model) reveals that in the Jewish population model, the
individual-level variables account for 40% of the total
explained variance ((0.288 − 0.191)/(0.288 − 0.047))
while the community-level variables account for the
remaining 60% ((0.191 − 0.047)/(0.288 − 0.047)).6 The

6 We refer to the difference between the variance component in
the null model and the variance component in the full model as the
total explanation power of the model. We then decompose this 100%

pattern is reversed for the Arab population model,
where individual-level variables account for 60% of the
total explained variance and community-level variables
account for 40%. This decomposition exemplifies the
importance of community-level variables in explaining
the odds of having a provider in the household, but it also
emphasizes the differences between Jews and Arabs in
the relative importance of the individual versus structural
determinants.

The absence of a provider in the household is a
major determinant of household poverty, and is there-
fore included in the following analyses as an independent
variable predicting poverty and welfare dependence.
Table 4 shows the multilevel models predicting income
below the poverty line. Again, column 1 is the model
for the entire population, and columns 2 and 3 are mod-

reduction in the variance into individual-level and community-level
components.
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Table 5
Multilevel models predicting welfare dependence, by ethnicity (Israel, 1995)

Household-level variables Total population Jews Arabs

No provider in household 1.566* (0.046) 1.580* (0.051) 1.592* (0.077)
Education (of head) −0.092* (0.005) −0.101* (0.006) −0.067* (0.006)
Number of children 0.055* (0.017) 0.078* (0.023) 0.011 (0.015)
Age (of head) −0.012* (0.001) −0.011* (0.001) −0.015* (0.003)

Household composition
One-person household 0.549* (0.080) 0.660* (0.082) 0.220 (0.142)
Single-headed household 1.973* (0.057) 2.208* (0.051) 0.550* (0.101)
Extended household 1.248* (0.058) 1.341* (0.067) 1.031* (0.066)

Ethnicity
Asia 0.512* (0.077) 0.493* (0.076)
Africa 0.768* (0.065) 0.753* (0.064)
Israel 0.029 (0.070) 0.016 (0.070)
New immigrant 1.995* (0.086) 2.020* (0.084)
Muslim 0.658* (0.189) 0.297* (0.133)
Christian 0.536* (0.115)
Druze 0.176 (0.177) −0.312* (0.123)
Intercept −4.747* (0.098) −5.052* (0.074) −3.560* (0.120)

Community-level variables
% Employed in agriculture −0.017 (0.013) −0.051* (0.019) −0.009 (0.014)
% Employed in industry −0.001 (0.004) 0.007 (0.005) 0.0004 (0.006)
% Employed in public sector −0.002 (0.005) 0.002 (0.005) −0.005 (0.011)
% Low-wage workers 0.023* (0.009) 0.042* (0.008) 0.008 (0.016)
% Unemployment 0.066* (0.014) 0.047* (0.015) 0.079* (0.023)
% Employed women −0.020* (0.008) −0.002 (0.017) −0.022 (0.012)
Education budget per person −0.0004* (0.000) −0.004* (0.000) −0.002 (0.0008)
Welfare budget per person 0.001* (0.000) 0.001* (0.000) 0.002* (0.0008)

Variance component
Null model 0.555 0.705 0.310
Individual-level variables 0.19 0.172 0.176
Full model (individual + community) 0.076 0.044 0.137

* p < 0.05

els predicting poverty separately for Jews and Arabs. As
expected, most household characteristics have similar
effects on the odds of Jews and Arabs living below the
poverty line. Most important is access to market income:
in both groups, having no provider in the household sub-
stantially increases the odds of being poor. The higher the
household head’s level of education, the lower the odds
of being poor. The odds of a household living in poverty
increase with the number of children, and decline as the
age of the household head increases. As expected, the
odds of poverty differ by household type. Compared to
households headed by a couple (the reference category),
extended households and households headed by a single
parent have higher odds of poverty, while single house-
holds have lower odds. This may be the result of a process
of selection to extended and single households, whereby
those who can afford to live on their own, do so, and those
who cannot, live in extended households. All the effects
are statistically significant, with the exception of single-

parent households among Arabs, which may be due to
the small number of single-parent families among Arabs
or the selection into this type of living arrangement.
Research shows that the level of labor force participation
of Arab lone-mothers is considerably higher than that of
married Arab women (Swirsky, Kraus, Conor-Atias, &
Herbest, 2002), and this may afford some single mothers
independent living, outside the extended household.

In the total population, all ethnic groups have higher
odds of household poverty than Jews of European or
American origin (the reference category), and these dif-
ferences are statistically significant (column 1). Still,
Arabs have higher odds of living below the poverty line
compared with all Jewish groups. Interestingly, while
Jewish recent immigrants had the highest odds of living
in households with no provider, they have lower odds of
being poor than all Arabs groups. This can be attributed
to the discriminatory effect of the Israeli social security
system, which grants special welfare payments rights
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to recent immigrants but not to Arabs (Lewin & Stier,
2002). Among Arabs, Muslim households have higher
odds of poverty than Christian households, whereas the
difference between Druze and Christian households is
statistically insignificant. Though Druze have signifi-
cantly higher odds than Christians to live in households
with no provider, they have greater access to govern-
ment transfers than other Arabs. For example, until 1997,
when extended child allowances were eliminated, Druze
were eligible to these veteran benefits because they serve
in the Israeli army (Rozenhek, 1999). Such benefits may
help raise them above the poverty line.

The multilevel analysis allows us to examine the
effects of community-level characteristics on household
poverty. As in Table 3, more measures of economic
opportunity have a statistically significant effect on
household poverty in Jewish communities than in Arab
communities. The percentages of workers employed in
agriculture and in industry reduce the odds of poverty
among Jews, but they exert insignificant effects among
Arabs. The statistically insignificant effect of these vari-
ables in Arab communities may be because most Arab
workers, whatever the industry, are employed in low-
paid jobs (an average of 43% have income up to the
minimum wage, as indicated in Table 2b).

The percent of low-wage workers (minimum wage or
less) is an interesting measure of economic opportunity
because it reflects the type and quality of jobs available
to employees in the locality. The percent of low-wage
workers in the locality increases the odds of household
poverty in Jewish and in Arab communities, although
the effect is stronger in the Jewish sector (probably due
to the higher variation in types of jobs).

Surprisingly, the effect of the unemployment rate on
household poverty is statistically insignificant. Female
employment increases the odds of household poverty
in the total population, but has no effect in the sep-
arate equations, by nationality. The effects of both
indicators of government investment in the locality
are statistically insignificant. The decomposition of
the total variance explained reveals a modest effect
of community level indicators on the likelihood of
being poor, only 8% of the variation among the
Jews ((0.043 − 0.021)/(0.284 − 0.021)) and 13% among
the Arabs ((0.103 − 0.097)/(0.144 − 0.097)) could be
attributed to the structural variables.

Table 5 presents the models predicting the (log) odds
of households being dependent on welfare (measured
as receiving income maintenance). Income maintenance
is an indicator of very low income and of eligibility
for welfare. Here too, column 1 is the model for the
entire population, and columns 2 and 3 are models pre-

dicting income maintenance separately for Jews and
Arabs.

Access to market income, as indicated by there being
a provider in the household and by the education of the
household head, reduces the odds of welfare dependence
for both Jews and Arabs. Again, the age of the house-
hold head reduces the odds of being on welfare. The
number of children in the household increases the odds
of welfare dependence in Jewish households, but the
effect is statistically insignificant among Arab house-
holds. This finding may indicate the uniqueness of large
Jewish families, which constitute a minority among the
Jewish population, as opposed to the high level of fer-
tility among most Arab groups. Living in a household
that is not headed by a couple increases the odds of
welfare dependence, with the exception of single Arab
households, which do not have significantly higher odds
of welfare dependence than couple-headed Arab house-
holds (column 3).

While the results in Table 4 show that all Arab groups
have higher odds of household poverty than Jews, the sit-
uation is more complex regarding the odds of receiving
welfare. First, recent immigrants, who have the lowest
odds of having a provider in the household, have the
highest odds of being dependent on welfare. As Table 4
suggests, these welfare payments reduce their odds of
living below the poverty line. Other Jewish groups (those
of African origin and to some extent Asian origin) have
relatively high levels of welfare dependence, similar to
Muslims and Christian Arabs, though the latter groups
have higher odds of being poor. The odds of second-
generation Israeli-born Jews and Druze are not different
from the odds of Jews of European/American origin of
being dependent on welfare. These findings point once
again to the discriminatory practices of the Israeli wel-
fare system, which favors certain groups over others, and
is therefore more efficient in lifting Jewish than Arab
households out of poverty (Lewin & Stier, 2002).

Economic opportunity in the locality has an effect
on the odds of households being dependent on wel-
fare. The percent employed in agriculture reduces the
odds of receiving welfare, but this effect is statistically
significant only among Jews. The percent employed in
industry and in the public sector does not have a sig-
nificant effect on the odds of welfare dependence. A
high percentage of low-wage employment in the local-
ity increases the odds of households relying on welfare
payments in the Jewish but not in the Arab population.
Again, this finding suggests that when the economic con-
ditions in Jewish localities afford workers low incomes
and menial jobs, the welfare system compensates for
the lack of economic opportunities. Unemployment has
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a positive effect on welfare dependence, in both Jewish
and Arab localities; that is, as unemployment rises, so do
the odds of households in the locality receiving welfare
payments.

Government investment in education reduces the odds
of welfare dependence, but this effect is only significant
in Jewish localities. Unsurprisingly, and almost by def-
inition, government investment in welfare per person is
positively related to the odds of welfare dependence in
both Jewish and Arab localities. All in all, community-
level variables account for about a fifth of the total
explained variance (19% in the Jewish model and 23%
in the Arab model).

To summarize, the analyses show that both individ-
ual characteristics (measured at the household level) and
characteristics of the community determine the house-
hold’s economic position. In particular, the findings
underscore the importance of employment opportunities
in the area, although their effect is not straightforward.
We find that Arabs live in communities with disad-
vantaged employment opportunities, but the effect of
community characteristics on Arabs’ economic position
is weaker than the effect of community characteristics
on Jews’ economic position. To demonstrate this com-
plex relationships, Fig. 1 presents the calculated actual
and expected probabilities of having no provider in the
household (Panel A), living in poverty (Panel B) and
being on welfare (Panel C) by percent low-wage workers
in Arab and Jewish communities. The first panel shows
that the percent of Arabs with no provider in the house-
hold would decline slightly (from 9.3% to 8.4%) if they
lived in communities with same level of low-paying jobs
as in Jewish communities. Fig. 1, Panel A also shows
that if Jews lived in communities with the same percent
of low-paying jobs as in Arab communities, they would
have the same difficulties in providing for their fami-
lies as do Arabs. More specifically, the probability of
Jews having no provider in the household would increase
from 6% to more than 9% if they lived in communities
with the same level of low-paying jobs as Arabs. Panel B
shows that changing the level of low-paying jobs in Arab
communities to that of Jews would result in a decline
in Arab poverty rate from 27% to 25%. In parallel, the
poverty rate among Jews would increase slightly, from
6% to 7% if employment conditions in their communi-
ties were similar to those in Arab communities. Finally,
Panel C shows the results for the probability of being
on welfare. The percentage of Arab families on welfare
would decline slightly (from 4.5% to 4.3%) if Arabs
lived in communities with the same level of low pay-
ing jobs as Jews. Interestingly, the percentage of Jewish
families on welfare would not change if Jews lived in

Fig. 1. Simulations illustrating the effect of the percent of minimum
wage workers in the community on economic disadvantage of Arab
and Jewish households in Israel, 1995.

communities with the same level of low-paying jobs as
Arabs. This finding is counter-intuitive, but it suggests
that Israeli welfare policy is more efficient in compensat-
ing Jews residing in economically underdeveloped areas
than Arabs.

7. Conclusions

This study set out to disentangle contextual from
household effects on poverty and welfare dependence
among Jews and Arabs in Israel. One unique character-
istic of Israeli society is the high level of geographic
segregation of its Jewish and Arab populations. Conse-
quently, being a Jew or an Arab in Israel represents not
just a distinction between individuals but also differences
in the social and economic characteristics of place of
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residence. It is therefore especially important, and espe-
cially difficult, to disentangle individual from contextual
effects in the Israeli case. We employed a multilevel tech-
nique to analyze the extent to which household economic
hardship is affected by community of residence, above
and beyond the effect of household socio-economic and
demographic characteristics. Our findings suggest that
ethnic segregation has an effect on non-employment and
poverty in Israel, and that this effect works mainly via
employment opportunities at the community level, mea-
sured as the percentage of low-paying jobs. Thus, we
argue that the inferior economic standing of Arab com-
munities, which is a result of their weak political power
in the Israeli State, is an important determinant of their
ability to find employment, and thus, their poverty and
welfare dependence.

On the individual level we found, as expected, that
having no provider in the household is a central cause
of poverty among both Jews and Arabs. These findings
suggest that unemployment should be treated simulta-
neously at the household and the community levels. So,
while it is important to increase the employability of
household members by improving education and provid-
ing job training, it is also important to provide incentives
for businesses to create good jobs in the geographic
periphery. Upgrading the skills of residents and creat-
ing appropriate employment opportunities will result in
higher labor force participation rates, and eventually in
a reduction of poverty and welfare dependence.

On the community level, our study shows that the
Israeli government allocates fewer funds to Arab locali-
ties than Jewish localities, and that Arab localities offer
fewer economic opportunities than Jewish localities,
especially in terms of well-paying jobs. The shortage of
well-paying jobs may reflect discrimination on the indi-
vidual level, as well as government’s neglect to invest
in economic development, on the community level. Our
findings show that the percentage of low-paying jobs has
both a direct and an indirect effect on poverty. But, even
this measure does not affect welfare dependence in Arab
localities, whereas it does affect welfare dependence in
Jewish localities. This finding suggests that Israeli wel-
fare policy compensates Jews residing in economically
underdeveloped areas more than it compensates Arabs
living in similarly disadvantages areas.

But, policy tends to evolve constantly, and impor-
tant policy changes have taken place since the 1995
census, when the data for the current analyses were col-
lected. Most significant for the current discussion are the
1996–1997 policy changes that have made the distribu-
tion of resources to Arab citizens and their communities
more equal. An example of such a change is the cancella-

tion of veterans’ benefits in child allowances. Following
this amendment, all Israeli families, Jews and Arabs
alike, receive child allowances by number of children,
regardless of whether a family member ever served in
the military. Some improvements have also been made
in hiring practices, whereby some positions that previ-
ously required “security clearance,” and thus excluded
Arabs, are now open to Arab applicants.

We have argued that the structure of economic oppor-
tunity reflects government policy, and that to understand
government policy, it is necessary to take into account
historical and socio-political processes. Having said this,
it is still difficult to predict how recent events will
affect future government practices. It is safe to say that
the increase in levels of violence since the year 2000,
combined with political instability, have had a destruc-
tive effect on Israel’s economy. Foreign investment in
businesses declined and unemployment increased. The
ensuing economic recession resulted in a further deterio-
ration of employment opportunities, especially for low-
skilled workers, and poverty rates increased. In parallel,
an economically conservative government cut welfare
transfers aimed at large families and the unemployed.
The economic recession and the welfare cuts had dev-
astating effects on Israel’s poor population, and it may
have affected Arabs more than Jews, because Arabs
tend to have larger families than Jews, and they tend
to have poorer employment opportunities. Our findings
suggest that unless the Israeli government defines eco-
nomic development and investments in the Arab sector
as national priorities, Arabs are likely to remain econom-
ically vulnerable.
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