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DNIWYD VTN NOWNN DY NP 19002 DIONN 1470 iIDP OINI
DTN M — MXYNRNN NIIM DINN NPTY DINIINT DNONN
PN PV MOLINNN DAPND IWANNY NN NI — OIPTN DINIPY
7D OYY DMIPYN DNV NVYTH NYIAP NNIPY 2N NMIWON
DINDN VD30I DY

TPON DN TPOINN MWND DMININ DIND TP DVIdY
DY 0OV DOVI9NT MTNN NNWYRID DOWITPN DX 1D WX )NIYNIN
DN NV PANDND NPITHD MXDNNA PIDYN MMIYN NMNID VI 00V
LIRING TIVN) INIY DI MITOID I1ININT MINPH SYIND 10NV
MXONNN M D TN DY TPY ONIND NIVIAY TOINM DN P12
21 IPIN 0T DI T O INSD DTIAY DN .DOWTIN Nyavwd
NN NPPTND 90N A2 5D YWINY PVIPINTD PONIWT NONa
DOV MIAYN NVIDININA

NI 1370 770D DID VIO TYNNA NI DTN WD DIVTH TP
X220 ON 1 MYRID NN (low-tech) NVIVAN N»WYNN NNNYN
YAV YPNVPPT VP TPVLIPINTY YORIYN NN DY DN TYNN 7Y
0219 DYTIN NIYNIY NTIAY NIN N DOD H7¥2 NHPVIAXNID NPYYN
AND MSNND NNPON T XYM

— IDYPIDIIN TNN DI MY I NNDNN TRINN RINOWOWN TPINN
MYONNNY 792 NI OYan WITNND .1DI537IPN NPTND MNONN
DNOY TXITP DY TONND KON ,2007 2PN NIOAY P NN PN
OVUNNY ITIRD 9900 1A 12T ,P20N 297 79199 PN TN INNN NN
DX IMINDIAN ¥DIDI MIVIVONY PVLMIVIT

YTNND 1332 YONHD NYPYN DN DNOYND MDIdNN NIRIPY
DIMO YONND NN TPRD MINDI 021D ,MDIINNN 12223 NN DY
NPYTH NONNND PIDP DINS — DINAN DY YIND MDD INONNN
JPOIND D250

YYUNID ,MIXONNN NIDND DXAMY PV DOVIND D30 MTIND Wpan NN
OV NTPRN OMINN — NANND NN DI DY NXINDY DI
LTI TIT M L,D¥NON
P PN T
PVLIPINTD YONIVIT NN NOW)






VXYPN

PYNN DY NPIPOYN NPYAN SNV NXIN (2005) 1370 IDP 0y N6a
101 NS 5ya (high tech) 15y N5V TN, NNYNRIN HORIVD
,MIWON MNP, 1PIVN ;NPONI DINNIND PYHRN Y INY NNV IN1I
TI MANNYN NYWN 71123 Y NYWN MHIDN ,MIANINNDI MINNY
NYNLN TR Y AN YAP MNINT .M SYNIN P DNIDY NTaYn Piva
NNANT NI I NYRL 1OV ,DXNVN PYN )Y MYTN NPNIDNIVI YT
SOV NN PDITI NNMIND — INIDY,NPMINDD NPIANI NMOYD

NO7 (2006) 14-N 717D DIND NXIPY NN I2NY TRDNN NIVH
5355 NNMIY DOYNNT DIOWIN DY MTTINNND NPT OYNNN YN
DYTPY PNONIVN P9Y DY DPINT YIDY 1IN NNV NDINY NaNI
DTPY DY DIYSHN WSHN IMNIND .INY SON AP DINNIND DX9IY
1NN 92y DX DMPYN 29y NI (low tech) MVIVAN NPWYNT NN
A OONRIYIN PYNA INMISN NINND YN HANY NN NPNN

SV 1PI9N TYTYD 019307 1IPN DY9I2 WINIYW NI NTYRIT IYSNOND
DTIAYN PIYVA DX NOLPN DY NPPTH DY VI, MOIWVAN NPYYN
OV INLOP NN VLI DMWY DXTYS PN 12NN VI NNNN
NOV MINASP NN DY NPNY 00 PIN DY :TAYD PIYIA >TIND NN
7221207 IHN OPN NTIAYN PIYD XIND INYIND NN 22 DN TTIYN
NIND 2T .PTIND 192NN SNYNI NPIDYN MNMIPH NP YN
PV IPON IWNR MINN NPDIVIIND 190D DY DD WHYD M NOHN
MDIVIINDY 715197970 NMDIVIIND D) JT INSN .1PON> TN NTIaYN
mMLPNA NP PNNINH HNVYN NNPNA TNSD DY YIANNY N3N
DN POPNY ITI NON DI — MHNOYHN MIIYNN DXNRD DXTAIWN 190N
2O¥192 MIOINN

0XTN DWY . MLV NPYYND DNMINT TITY NID W SYNIND
2V NPDNIN NNXN I PONNI OYURIN WYTNN DY ITPINA TPRNN INSN
Y NYNLN DONN TITYD DNOLM YTNN DY NMTYN MITO NPY
MY MIIAN DY YIS NOYA ,MVIVIT NPYYNI MYTN DNV
POOYN INONOVN

1917 1NDYIN DN NNNL WX DN TITY NIN SWIHYUN SYNNIND
2IDNIVN TN NNRYL OIOONN 2Y» YT DY ON PIONIWN PYnd
JPONIWN MOYYNN DY DMOONT MNIMN DI 0T DY ONY DY
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DXNMN DY I ,MNIIN NN 1IWNHND DY DINWUNRIN D0NT
PN JOINT 11V ODVIT VNN YNVND NMMPON DY OMVLINDIN
DOYD DXNN NIYMNN MNID NN .DXD0NN AN PA NN
Myanin nMoya vnn Sy Mmupnos DNa 90N MINI NI
NPRIDT MDY NIIWND M9 MP 70 DNV DOIVH DD
DONINY NN INND NDIN HYND 029 INNY MININ P MAYNMNND
ONTN .MM NMINIIT IPNNT YTIND YN WNWI IIPY IMIDN INIDT
VY OTIAYN MDY — ORI MDD I NIAND NYI 7MY
DINN DN TPAD XPDNN NNXN STV TN — 12372 121N NI D)
— NI NYTH DY HOYILN ANWND NN YXID 7921 ,1PN0DNA DNIWAI
MDD N DX TNMY — MNINND DNWN 3,00072 2N >0y 1290
INIYIA

MMM IPNNN DI DY YTOIIN 132D NPY NI IV SYNNIND
19190 MANY MNIIN DI MY DXPND XPoNN INNN ONIWA
DIV MLPN NNYHXN NI — MV ,NKYNNI YR TIVNID
NP MO IPNNTHIDIPN DY DY 91X TPHNN MYIN SN2
TPRTPNIY NOYYNA ,N5WNNA 0Y1DNI0N DN PA 1NID




NI

P2 30,0720 NPIAVIPA MNINRD DMWY PIINDN YINIWT PYN
(high tech) 15y 7151501 NN .IOPDIVIN MXIAP P ) DINDN
(low tech) NVIVAN NPYYNN PPV ,D>INK DIVDY ,MPNNI NNIN
DIND DY DTNX RXIN NNNST DPONI DNNIX ,DIXMPY Y0

INAY IODIDIIN MNP P DX NOTHIND 192N

2004-1994 ,N'AI110V NNXY 'O IV APIOYANI XM 1 NI

APIOYNN IIT'a V'Y

X" T V'Y

arann

22.8%

94.6%

N9y NaNOv

-18.3%

-1.7%

NVIYO N'aIvINdv

-5%

32.5%

QUL isb)

1 N9O0J DA INY .APYOYYOT NN NDWIN JW 2005 INIWA 20.6 NIT 'O IV NIPN
IT 1IN qloa

oY DYON DMNY INYYD OORIVT PYNN DN 12721 NPIAvIPH
NNMINN NYY . MDIIND PPNYIN DV NITHN NINN 10D waId NN
(99100 NN MVYO 4%) MWD 2.5%72 TV DI WD ININN DY
(1912 1 NADY INI) NTIIYN PIYA TINT MANNYN NYWA 19NN PYNN
APY MLV NPYYNIY NPNVND DPIYN TIN) MYPYN N Y
T2 PN OV TIWD NPIvN DY DY) DINYIWI D) PININD NI T
T2IO NNNN 10-5 29 NIN 1120 MXINI DXMPYN TN TV PN)
oY NMA) NI (1PN 1 NODI N .0 TAWD PN ,ONIWA
DWW NONIVN NMYYDN I DY qDN DIIWNN OV NNIYD PPNYON
TN NN YN DNPD DT 199 ,000210) DMNIPYI TIND 7Y
MY DPDTNNDY M IDINY YIONIWT PYNN DN 19720
PYNN YV NPIIINN N1YIN SNV NXIN (2005) 1377 PIDP DINDI
NP PN DNMIN DY DY TIDNIV NN ,NNYNIN IONIVIN
MYON MNP LIV DPLNI DXNDIND PYNT Y INY NOYD
T MANNYN NYWN ;7MY ONY NYYN MONDN ,MIANIND MINNIY
NYNLI TRY WYY AN YIP NNND NI OWNN NI NN DTV Piva
NNANM NI I NYNDLN 1OV, DY PN Y9IV MIYTN NPNDNOVI YT
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JONL NN DI AMNXY — NI ,NPMINNDY NPIvSNT IMHYD
(N) :IOND NIPYN DY DOANND NN 1 189NN 29 DY Y NYNLN
Y93V DYLIYH DAY N DDITY DINVN PN YNYI NNV NN
GYIAND TI PV NY DI DY PIIND NPNYNIVN DR (2) ;00 MPY
MY QY 93 DY YTNND PN () ;DPNDNI0 JMN DY MDA NN NN
¥ YOI DIDYOY MYTNN NPNNIVI DIMIDIN MNIMD NN IXID >TD
MLVIVAN NPYYNL VST MNIPYN DIV NN DOYNNN DXTAN DOYI v
MINNY DN DXAY DY NHYNNTHN DN ORIV DXMPYN 29y
DMTINDNM OMIPHRN PIYD DY IMIINM NOYNITIN IOMINDTPI
TONONIVN MNTPNIN .AON DAY PV IOV MmN DPNNPNN
DY NMOYYNN DXINDNN DY 1IN DX NDYN ,57IND 12172 DNXPN DNV
.D»MPNN DINNN DY NPMINDT NN NN D7IN2

9N DOVI DY MTTINNND NPT SYSNN WD 73 TR0 NIvN
DOAYN DITPD MNINIVN Y DY OPNN N DY VIT DY NN
DPYYNN DN DTPY DY DOYNNAN NN DN .INY DOWONN
NINND YN ANV AN NPIN NINMIXD DIMPYN 93Y DN MOV
A2 OONIYIT PYNI NS

SV 1IN TITYO D»9I5371IPN D932 VINIY NI PNYNIT IYNNIND
DTIAYN PIVA DIXNOLPR DY NPPTH DY VI, MOVIVAN NPYYNN
oV INLDP NN VLI DMWY DXTYS PN 12NN VI NNXN
NOW MININP NN DY DPHNY 50 PIN DY :ATIAYN PIVA YTIND INDNN
7721207 IHN DPN NTIAYN PIYVD XIND INYIND NN 22 DN THIYN
NIND 2T TPTIND 192NN SNHYNI NPIDYN MNMIPH NP YN
DIV IPON IWNR MINN NPDIVIIND 190D DY DD WNHYD M NOHN
DIVIINDY 71519797 NMDIVIIND D) T INXN .1PON> TN NTIaYN
TNID DY L2V ONIAND HNHYDN NNPNA TNSN DY YIANND DIAWN
YT TPROYNN MIAIYNND TNSN DY DNRN DTN 19010 MvPna
IM192 MYOND NN PLPIY

TPNDN NNSD.NMVIVN NPYYNI NN TITY NIN MW OYSHND
3T DMV DY PONM DY TONNA SYRIN WYTNN DY YPPINI Iyl
MYTN DPNONIV DY YNV 0NN TITYD WTINN SV NPTV
JPDOYN TPNONIVN NY MIAN DY NIV NMYI MOVIVAN NPYyN1

N9YT) N)YIN DN NNNL IR DODN TITY NIN PWIHYN SYNNIND
I01N07 NN NRYA DXONN JW» YT DY ON PIONIWN PYnd




NIn

JPONIWON IMOYYNN DY DM»ONOT MNIMN DI 0T DY ONY DY
DNMN DY IO MNIAN NN IWNND NYI INYNIN IINTH
MPNNI 1Y ODLOT VHNINOT YN MMPON DY DPVINDIN
DOOYY 57210 NAVNINND ,MINIIT NN .DXD9VNN DXV P N1PNII
DY MYAND MDY WNn DY MLPND D32IN2 21907 MIPNIA MHITA
DNPNIDT MDY DY NIIWNO M9 MP TIm DNV DNILN
DN NND INMD NDIDN HWND 029 ORNY MININ P MAYNINND
ONTN .MM NN IPNND Y TIN YN WHYD DIPY OIMIN NI
1PV NTIAYA NID 1TY OORIYIT MDD I NOND DY 1IWN
ONIYID MDD DN TP NO9NHN NN STV IND 1010 XY D11
IUN L ONIYY NPTHI OMPN YAV ARWNT DN DN 7O ,1NVDINA
INND 02N 3,00072 2IWN MDY 1D NN

MMM IPNNRN DI DY YTOIAN 132D NPY NI IV SYNNIND
1990 MANY MNIIAN DI MY DXPND XPDNN INNN ONIWA
DXIWAN MLPM INMIXN NIIN P> MIVOY ,NOYNHNN YN TIVND
NPXYY MO IPNNTHOIDIPN DY DOV D182 TPHNN MYIN SN2
JPRTPNIY NOYYNA ,N5WNNA 0YNDNI0N DN PA 1NID

DINAI NN INNNY OMHYIN DNPY TYNNI — VI T TION
21X NIX YOTI DY 11DNYW DOYNNND NYIAIN NN — OTIPN IO
MYVIVON NPYYNI INMISN NN TPDYN ININIVN I NNOXN
ONIYI DIMPYN NN






IWNY PIN

NIVIYVON NI'UNVNNN NNXIN
O'NN'WnN '91VI






[[WNA P9

nVXMN NN 1AM

D929 1PN D' .N

PIDY) 1991, 001N 1N M INT DOWVITITN D»HIVI71IPNN DDIN
NPTH NNPPN NOWNNT I PIND 121N N .NPNIPYIT MXONNA P
.PYNI MO0 MINY DY NPV DY

SN NDNON DY 11DV PYNN M DY NPRYI NNNND TITY
.D»59907pNN DODIN HY MMINT MIVNN NPND DX»N YPNYN
TITYD PYNN DX D¥2IND 127X NOPN NOYNNNY NOPDIAN NP1TNN
MNNON IMPH NTIAY NI YIDIWD TPOINDTPI MNYNAY 1»WYNN
GUN PIMYYNN IDND DY AN DPIN DNYIND D) NXAD DININDTPIAN
NPNONIVI VINOY TINND DYDY XIONRMY AN HPMIND N12>202 Dy
TYVNN . IPMIPHRN TPOYN TPINOOLN NOYYNI MNMONT MNTPIN
SNTID 2P 203 DYLDYON DY OPTH PIND YD MNTPNNN
MYpPYNo N1 >DOPIORI IMNX TN PYNN DY 12PDN 1N DTNND
OPDIAN NPITNN NN DOWND NN TIVNNRN NPITNN .DPNXN
DNVPTH T DY 0 PTMOUYNN NI NNIND DINDD DININ NPXA
PYNN MPHINRY M DY NPHY ST DY J1 MYPYn NTTIVA 1109
DONIWOIN

9970 XO0NN INNN DYY MOLMANT NPHDIN MXONNN DY qON
LDMINRD ARXIND YDIPNN OVNNN DY MYPYNN DIPN i) NN
DOV 1991 ,DBNN 200 MYPYNN DIPNY NN 720 N0
DXVIVNN NONND YINT DONY NI ANYND NNSPN DDA DTN
TIDN 5N YW MYPYNN IPN DX ,NNIIWND MININD DIPN NN
SV NATYN DY 722 T2 D>112) DXIINND NPVNTIN 1N DY NANI NN
9519 MIN MYPYNN XPNA .0XMPYN NOVIVIN IMYYNN YN
DMONNN PYI2 MM IPNHNI MPOIWVD NPNOWNINT MNYan DI
202 TN XY MIANNH HIAPN SWNIN WTNN TIVNIY
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NTIAVA PIV U A'XIAVIND NIY'TH A

DO DOPNY 0N ,NTAYN PV 1Py DN DAY DOPNY
D5 AV PV NN ODOUDOLPN OTAY PV .DIMNY (fragmented)
921, IVAN 1IN PNYIID INDND PYNI NIYN D1 N VI
TON D2 Y3 7D NTIAY PIvA WO T1IY PYNa T2 DI2 INY NP
T921,9012 NN NN MWD INPION 1YW NTIAYN DIPHY DYTIVIN
NIV NTIAYN PIY OWIRD ARYNN DRSSPI 729D MDY Hwin
TPNIVIND IDIN DY DTN DY DI NN DIN TY ININ N
TN DN 2ININD WINT 1PINNI LTI M MINONT ¥ .ATIayn pva
Y29Y7 NN, PI9IN YAVIN P TIND N :DIVIIN MNP YIINI
535 ONDND NNV TIIN PIND DYNT TDIXMOIND NOYI .MNDINRM
NN PN YR DPDIVNIND O DY MDD NPOIVIINDD NNN
0727 NWIYYI MY DY DDIANN NN .NTIAYD DIV )M NN
PIN DY 108Y NTIAYN PIYD DXINDIND DIXIIM NPIONT 0PN

DYNYNN MM NYPYN ;50

“TIND YTAND .1

MOS2N W1 PwNa MHOITIN MDPYHN N0 GNNYN IR ITIND NN
AN MIYNND PYIN DY NSIN IDIN DY 1Y MONN NNINT DTN
79120 YTID DY WHT NNV NPR IYUR TN NN DY NN
D29 DXTINY DM TPRANT NNDNY DIDND NOVW NN .5IN MNSP
YIDTID INY YR 1Y ,ININD D) TY NTIAYN PIYA GRNVNoNn v
MY MITDIVD DNPNPIDYNN DMIYIND T2 DY GO .TONNPH NHIVN
oY NNYY T2 T TIAYY 51D NI JNNONI WX ,DTIND 193NN 12
O NYYI NOY DIVN IPY2 MOLYN )1 INNNIN D DV THIRY MNN
DTINN 192NN SHYNRA DHPNPIDYN POV NNAd

9V pIn DIY"
OVNND 1NN PPOYN LAYNT NIV INRD 1999 DOINNI NN DV NTN
42,00072 .1M12°W1 122 ONIN MPYH NV NN ITON PIN PYO MIAPY
VAPV INNNIN INNTY ITON NNDNA NINTN DI DIIMYN DTN
YOV NN 41 D0 TY MNTO WY yap NYTN OONRIY NTYY MTH PoND
DY NNDNI DXTIDY YT MY YIW PINNT 1Y NN DY




NYNIM DIN'TNN 12N [[UNT PO

P PNV MPYN NV DAPN NN NN 41 DN WD ONYDD
MNINT MY YNNAY MV NN IWARNN YV PIN NI WX 2002
NN NN HIV 22 YW NI PINT WIPND LATNMIK NN YV
DN VONND POY N20INAY L(NYIDON MY) NNN YD TINDD Proand
DN .11TIAYN MO 9I0X OX IN NMININ NN OXINA TNDD P
DN IN INIPN ORI MDY 23 52 VY NTIIYN PIYD 9I0XNID VDN
DY9»N DN NVOM YTIND 7NN NNPN DY VININ 12 INNIN MPYD
NIVN D7NINIPTIND NDXXD MNORNNI MNONN NIANINNM PN OYTIN
Sy NTIAYN PIva DXTIN DXPYN 2DV MDY ,1IPIYA NN ITONN
INAST MPYN DPN NIDN T

VIDWN 7201 OPON J9IND DL PN DV DY YIIN INRD 0PI
SMAN IYTINN PTIND NN PYS 293P IMPD NI20N :NPIPYY MO
GYONNDN 2003 OOV PINT YW NP INNIN MDY ND0N NHpny
MIAPYA NI OMTIVD NI PPON ITIAY Tayd MY »NNIAd
NN NIMIA DN DNV TN DY DTN AP MNWN XD NNT
2 9901 OMISY DYDMINNN MW 1IN 190N DT XD INNNIN
MNPYN MIND NON DI — SDAN NI NIV PIva DIASHYNN NN
MIDYNI DININOPN MINDY (NNDN N1IVHN NTIIY IWIND 1ONY) PINa
2 s maynn

NN (N) DYV NWN DV PINY NN MY 7PNN NIPN MIYD
PIND DY INVPIPIN T MPNY YIIN POV VIVND N2 INT 2006
DINTIND DN DD XD PIND JPOYN LIVYNN A NOWI DY PIATH
3187 YYN DMP NI XD NPYN DX /PMIVN NX DIWIND INID
YW NN 2002 9012 PPN DV PIN (3) ONPIN YNOAY TIv PIND
NN 2007 X912 NDIDA INYIN NRIPI YTINNND M 12 0T TN
7TIAYN PV DPTIND 192NN 2I127WH INP 2IWN RONN I Y3 NID
YN AP DY TNYA NOX M MNXIND D33P IDIWHIN IONIWIN
AT IOVNIN DY PINN

(D>12)1 2992 IP2Y) XTIND NN NPIOYNN NMYI NN NN > T
ATIAYN PIYD NN 13 DY NN MDNION DMDYN DN TNND W

»INN Y3) www.knesset.gov.il/docs/heb/tal.htm :0ITOPNN INNI NTYNT MTINT 1
(2006 Y512 NNINND INMN 1T NN DIWNNN VITOVIND

NI PN INY DNND DV PIN SV MY DY NPPOY 2
ftp://132.68.13.3/ens/shahar_ilan-notes.pdf




2006 1I' 4470 a*0'P DNI9

IPIOYDN MY PINST DMVN DIDIT IWIDY N IS 79D
PIN DY T DY INIANT MPYN DPX NNNON ,PIYNIN > TIND I3
DPNY YN .DXTIND DIYIN DT INNRIAN DY TP INIDNA DV
M2 NPTIND MNOWNT DY TiAd2 DPP IWONNY MNIASP NN DY
VISPN WIDTD DXPYSN DXTIND DN NN TN Nya N2 DY
DMONOWNN DXTYS NVOPI PYIOVN .NTIAYN PIva 29NYnD) Pys D3
DNAY MMIPN ,NTIND NI2NN MIYAI IPIDYN MMIPH NP ITTIWVY
NPNOINNND DIDNIND YTIND NN )2 WIN> ND

DOWIN DIN DXIND DN NIIWND 010 1DV TPNONDOVN DN
YNNI PYNI MITNVPN NPDIVIIN NPOYN TN NOWNNN DX 1T T
NN NP N9 Dy

NS TN NINAND IPNY MR MNONT INY

JOPI0N NN TN WA NIND 1999 NNPA :NNYNRI NNNT
2004 VA 19NN DRIV YN DONDNIVY TPINOPRD NIAN
DDIANN MM 190 DNPN INIVNI T PYTINI NPAON VPN
20 PYPNIPD I2Y0 YTIN DWW NI THPDY PYTIN .DPTIN DY) DY
NOMMH DPMILY NIAN LPMIOT NNPONA WA 30,0007H INY LYN
MIVIIMN I ,TNZNOL NYIVN MOYA NPTIN DOV 257 YT K33
NIYY TY VIV TUNa (DPILHN MOYAaW) DI ¥ DIan ST Dy
MMAN NIYINN INKRYD VI VITIY ININHD NN MION PITAD DOWTIN
DOLPMNINT TPYY PYTINT DPXIVH DY MM 121D MPOYIN
DY .(21PP2) DMWY MNMWYNI NN NNDHNA 1M IR DIONIND
NN NPIDYNN NMIVARY ,NPTIN DIWI 20077 VPN MPOYIN
DOWI .(NPIPN MINDN IPOY) TN MNIDINND YN NHDNI YV
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Towards Balanced Growth

Strengthening Traditional Industry
and the Service Sector

During the 14™ Annual Economic Forum, the Caesarea Forum
2006, a session was held on encouraging growth in traditional
industries. A research team led by Eli Hurwitz prepared a report
that suggested policies to promote widespread, long-term
economic growth and to use advanced technologies to transform
slower-growing fields. In the report, the team delineates ways
to accelerate the growth of traditional, low-tech, industry and
the service sector, which would lead to increased growth in the
entire Israeli market. Below are summaries of discussions on
this topic.

Team Members

Mr. Eli Hurvitz, Chairman, the IDI Israel Board; Chairman
of the Board, Teva Pharmaceuticals: For years, Israelis have
been under the impression that gaps in income influence the
polarization of the Israeli market. On one hand, technology
is advancing rapidly, and workers in this field earn high
wages. On the other hand, in more traditional fields such as
the service sector (including the government), both the number
of workers and workers’ salaries are declining. The low-tech
team examined the issue of assimilating high-tech into low-
tech. Traditional low-tech industry comprises over 75% of
the market and employs some workers made redundant by
the high-tech industry. Solutions to these problems can be
implemented by using macroeconomic tools, integrating people

* Translated by Naomi Shmueli.
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into the workforce, giving the Chief Scientist a more central
role, and fundamentally changing the structure of research and
development in Israel.

Professor Manuel Trajtenberg, Eitan Berglas School of

Economics, Tel Aviv University: The research team presented

initiatives for government implementation. The team members

believe that macroeconomic management, which focuses

on stabilization, will not suffice. Therefore they suggest the

following steps:

1. Acting upon the workforce and workforce integration.

2. Promoting initiatives to increase productivity and utilize the
potential of traditional and service sectors.

3. Upgrading technology in these sectors.

4. Implementing institutional changes in government that
would facilitate the above steps.

The Labor Market: Even though Israel is a small country, the
labor market is fractured into locations and sectors. There
is no single integrated labor market that performs well, and
obstacles and discrimination limit employment in many sectors.
This prevents the effective allocation of human resources and
increases unemployment. The sectors with limited access to
jobs — haredi (ultra-Orthodox) Jews, citizens in peripheral
areas, and Israeli Arabs — could potentially contribute about
one-third of the Israeli workforce. However, these people are,
for the most part, beyond the market’s reach. For them, jobs are
practically inaccessible.

It does not make sense that one-third of the working
population cannot physically arrive at places of employment.
This is a grave economic problem, a major obstacle preventing
growth. However, this could be viewed as a major growth
opportunity. Today Israel has a 4% growth rate even though
one-third of the population is not part of the workforce. It
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could grow even more if people with limited access to jobs
could enter the workforce.

The Haredi Sector: The haredi participation rate in the labor
market is the lowest of all subpopulations, especially among
men. Reasons for low workforce participation include deferral
of military service in order to study at a yeshiva until the age
of 41, cultural gaps, fear of the secular world, lack of job
skills, and geographical separation. Implementation of the Tal
Law, which was passed but has had negligible impact, is the
first step to remedy this situation. Another possible solution
is implementing mandatory national service at the age of 18,
despite the high cost. During national service, basic skills
would be taught, such as computer skills and English, and
participants would be trained and prepared to enter the labor
market. Another way of encouraging haredi employment is
making jobs in fields such as software development accessible
to the haredi community. This is possible and financially
beneficial. Bringing high-tech into sectors with limited access
will leverage technological capabilities and will create a more
competitive technological sector.

Researchteammemberslearned aboutthe Matrix Company’s
Talpiot Project (supported by the Ministry of Industry, Trade
and Labor) that employs 200 haredi women to check software
and develop Java applications in Modi’in Elite. This is precisely
the course of action which can increase the haredi workforce.

Residents of Peripheral Areas: Residents of peripheral
areas also have inadequate access to employment. This sector
is cut off from jobs and business centers because of the poor
transportation infrastructure. In the past, factories were built in
the periphery, and despite the limited success of this approach,
it is still accepted. However, the solution to employment in
the periphery is to shorten travel time to business centers, and
thus massive investments in infrastructure are needed, planned
specifically to shorten the traveling time from the periphery.
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Additionally, investments that build upon the strong points of
each area should be encouraged, such as developing historical
tourist sites in the Galilee.

Israeli Arabs: Israeli Arabs face a mixture of problems —
living in the periphery, cultural gaps, and discrimination.
Solutions are similar to those for Jews living in the periphery. In
addition, it is important to reduce the number of foreign workers
in Israel, improve education, and fight discrimination.

Traditional Industries: There is a wide gap in technology,
innovation, investment in research and development,
productivity, growth rate, and absorption rate of information
technology between the high-tech sector and all other industries
in Israel. The traditional sector constitutes over 80% of the
market. The entire market will not grow if there isn’t balanced
growth in a majority of these sectors. An all-encompassing
policy is needed to substantially increase investment in
research and development in traditional industries and adopt
and assimilate information and communication technologies.
Until recently, grants for research and development were given
almost exclusively to the high-tech industry. This was a mistake.
Consequently, low-tech industries submit few requests for
grants. Due to the Chief Scientist’s immense efforts, the low-
tech industry now receives 4% of the government’s research
and development grants. This is a good start, but substantial
improvement is a long way off.

Professor Yitzhak Peterburg, former President and CEO,
Cellcom: The research team set out to find fields with economic
potential unique to Israel, to develop them, and turn them
into national resources. The first criterion is entirely business
related — seeking to maximize return on investment. The second
criterion is maximizing the relative advantages of the Israeli
market in comparison with the global economy.



The 14" Caesarea Forum June 2006

Mr. David Brodet, Academic Director, the Caesarea Forum:
I would like to use the tourist industry to illustrate my point.
To reach the growth targets of this industry in the coming
years, investment should be focused on historical tourism.
This investment would, for example, generate high-quality
jobs for archaeologists and historians and additional jobs in
museums and information centers. The team recommends
implementing institutional changes such as creating a national
council for economics and society, an operative forum in the
prime minister’s office. The team discussed these changes
with regard to the Arab, haredi, and peripheral sectors. The
team concluded that all efforts should be planned in advance,
cooperative, and constantly coordinated between the relevant
parties. The growth of Israel’s high-tech industry is nothing
short of a miracle; however, the remaining 85% of the market,
including public services, must be encouraged and must achieve
a higher rate of growth.

MK Isaac Herzog, Minister of Tourism: The haredi and Israeli
Arab sectors are currently trapped beneath a glass ceiling. The
haredi community is changing in ways that will allow people
in the community to break through the glass ceiling. The Arab
sector is struggling to break through this ceiling and might be
able to do so through tourism. There are no Arabs in executive
positions in the business sector, which is why I suggest the
tourist industry as a solution. This industry has the potential
to absorb both Arab and haredi employees. Extensive plans
for the Bedouin, Arab, and Druze communities to operate
bed-and-breakfasts in the Negev and the Galilee already exist.
The advantage of these businesses is that that they are family-
owned.

Mr. Raanan Dinur, Director General, the Prime Minister’s
Office: The government, in a joint plan between seven
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government offices, decided to promote water technologies. The
Minister of Finance is committed to choosing and promoting
four other technologies for export. Urgent action must be taken
to increase production and income per employee in traditional
industries, to improve competitiveness of Israel’s low-tech
industries in the global economy, and to reduce polarization
between the different sectors and groups in Israeli society.

The following are five ways to strengthen the low-tech

industry:

1. Encourage research and development investment in low-
tech industries.

2. Ensure the availability of well-trained employees: One of the
major obstacles in this industry today is the lack of skilled
employees. The Braver, Harari, and other committees have
reduced the scope of vocational technological education in
Israel. Consequently, every year, thousands of teenagers
drop out of high school without any work skills. In the
absence of skilled employees, the government gives into
pressure and allows employment of foreign workers.

3. Enhance design: The State of Israel has great potential in the
field of industrial design. There is a comprehensive work
plan for industrial design that includes design schools such
as Bezalel and Shenkar. In addition, a group of professors
is working together with the assistance of the Chamber of
Commerce to promote product design in Israel.

4. AdoptInformation and Communication Technologies (ICT):
Integrating ICT into low-tech industry will improve the
industry’s ability to communicate with the global market.

5. Improve accessibility to capital markets: It is important
to promote private equity in Israel. Long-term private
investment is almost non-existent in Israel. Thus, some
companies cannot realize their growth potential. The
research team suggests that encouraging private investment
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would generate thousands of jobs, create a new capital
infrastructure, and facilitate competition in the global
market.

Dr. Eli Ofer, Chief Scientist, Ministry of Industry, Trade
and Employment: Research and development, specifically
innovation, including innovative technologies, is the driving
force behind the economy in Israel and in the world. Why can’t
what happened in the high-tech industry occur in the low-tech
industry as well? I believe in the slogan “From low-tech to
high-end.” In other words, the low-tech industry in Israel should
be transformed into an industry that can adequately compete
with other global industries. Some of the low-tech industries
will disappear if they do not become more competitive. With a
moderate investment, this process could generate a revolution
in four or five years.

Bank of Israel Officials

Dr. Karnit Flug, Director, the Bank of Israel’s Research
Department: The research team assumed that the solution to
generating employment is dependent upon the rapid growth
of the low-tech industry and service sector, industries which
employ many workers with low-level education. The service
sector is the main source of job growth in the market, including
growth in jobs for unskilled workers. Employment in commerce
and services has increased by 3% per year in the past decade and
in the past two years has risen to 20% of all jobs. I agree with
the team’s conclusion that the tourist industry, which is part of
commerce and services, could play a leading role in increasing
employment. It is estimated that an additional 100,000 tourists
could create approximately 3,000 to 4,000 jobs. I advocate that
government assistance address the fact that the tourist industry
is vulnerable to security risks. In addition, one of the main ways
to improve productivity in the entire market is by improving
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infrastructure — roads, seaports, airports, and all modes of
transportation, including trains. Investment in these areas has
been substantial in the last several years, and I believe that we
will see subsequent productivity growth of the entire business
sector in the next few years.

Professor Zvi Eckstein, Deputy Governor, the Bank of
Israel: Lately there has been a euphoric feeling of growth in
the market; however, there is no evidence that such growth
is sustainable. The high-tech industry in Israel comprises
about 26% of the entire market while in the rest of the world
it reaches only about 10%. The high-tech industry receives a
research and development budget that is high in relation to
its product while traditional industry receives a much lower
budget for research and development. Since the annual growth
rate of work productivity in Israel has been quite low for the
past few years, I suggest that we gradually replace capital
subsidies with research and development support and apply
new technologies to traditional fields. Subsidizing on-the-job
training for employees and preparing workers with low-level
education for suitable jobs should be considered. Regarding
accessibility to the workplace, the time has come to bring the
worker to the factory and not the factory to the worker. I therefore
suggest that people be provided with easy and convenient
access to factories scattered across the country. The State of
Israel is small and lacks adequate infrastructure. Therefore it
is preferable that people from the periphery commute to Tel
Aviv by train rather than having these factories move to the
periphery.

Urban infrastructure and tourism are directly related. There
is no reason why there shouldn’t be access by train to Nazareth,
a historical Christian location and cultural Arab city. Akko and
Tiberius are neglected cities, despite their historical significance
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and enormous potential. Even if the situation along Israel’s
northern border is problematic, developing these cities would
be beneficial. Arrabeh and Sakhnin have 50,000 residents,
for example, and nevertheless they lack urban infrastructure
and are isolated from the rest of the country because no road
connects them to the rest of the Galilee. A similar problem
exists in the south, in Rahat. It is important to develop these
Arab villages and similar areas.

Additional Comments

Brigadier-General (Res.) Eival Giladi, CEO, Portland Trust:
It is not surprising that 71% of credit in the market is controlled
by 1% of the population. As a result, residents of peripheral
areas have trouble providing collateral to secure credit. There
are cases where there is a good business idea and a market, but
the deal is stymied by lack of financing. There are two main
issues: There is demand for increased credit and tools to extend
credit can be expanded; and, small businesses are low risk.
We asked ourselves how guarantors could be used to extend
credit to those who are turned down by the bank. The first
step is helping women enter the workforce. The second step
is generating employment. In other words, if someone plans to
open an automobile repair shop, and they can prove that they
will employ three auto mechanics, two service persons, and
a bookkeeper, then they should be encouraged to do so. The
third step is businesses development, which entails increasing
financial assistance. If someone is refused a loan at a bank,
their loan should be guaranteed, at a rate to be determined
by the type of activity and risk. Emphasis should be placed
on the attempt to generate activity, employment, and growth,
according to a predetermined set of criteria. The Galilee is an
area in the periphery where these ideas could help create jobs.




Summary

Adv. Tamar Ben-David, Gross, Kleinhendler, Hodak,
Halevy, Greenberg and Co. Law Firm: The government has
problems with implementation. Because of Israel’s political
structure, director generals of government offices are replaced
approximately once a year, and these offices do not produce
any long-term plans. The professional staff that remains in
these offices is supervised by the Ministry of Finance. The
Ministry of Finance used to cooperate with other government
offices, then it began to operate on behalf of other offices, and
in the past decade it has simply ceased to function.

Ms. Tzipi Gal Yam, former Director, Economics and Taxes
Administration, Ministry of Finance: I don’t agree with the
claim that the future of the State of Israel lies in the tourist
industry. This industry has room to grow and become more
efficient. However, tourism plays a part in developing the
country for its citizens, while tourists benefit from the same
development and the same infrastructure as citizens. This
industry is one of the industries most dependant on government
investment. Only the tourist industry, along with the produce
market, is exempt from value added tax (VAT). Export fruit and
vegetables are exempt from VAT since this tax is paid in target
markets. Few tourists travel to Nazareth because a week-long
vacation in Turkey costs only 199 USD per person, and while
there are problems with the Church of the Holy Sepulcher,
tourists have the alternative of going to Egypt or Jordan. These
are all business considerations that determine the desirability
of investing in the tourist industry.

Rabbi Mordechai Karlitz, former Mayor, Bnei Brak: The
research team’s main suggestion regarding the haredi sector
is to promote outsourcing. I believe that this approach could
be successful. The haredi sector has thousands of potential
workers.
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Mr. Brian Tress, Senior Manager, Ernst and Young LLP: We
conducted research for the Ministry of Tourism in order to
develop a completely new market strategy. Israel is a unique
country that holds enormous potential in the tourist industry.
The business plan we proposed to the Ministry of Tourism
strives to increase the number of tourists visiting Israel and
increase expenditures of tourists during their visits.

Mr. Eli Hurvitz, Chairman, the IDI Israel Board; Chairman of
the Board, Teva Pharmaceuticals (summation): I suspect that
some high-tech companies are forced, or feel as if they are
forced, to transfer their jobs to India and China. When such
jobs leave the country, the knowledge we lose goes to our
competitors. I do not think that industries should be moved to
other countries. During the peak of the high-tech industry in
Israel, we sold too many companies and not enough products.
Our policies should focus on encouraging companies to stay in
Israel and operate here.




