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Introduction

Israel is, by definition, a country of permanent immigration. Aliyah to Israel is a unique phenomenon that differs
structurally from migration to other places. The “Law of Return” allows Jews and their families to immigrate
permanently to Israel and receive citizenship, generally immediately. Jewish immigration is a central tenet and
objective of the State and is actively encouraged as the major instrument of its nation-building policy. Thus, unlike
many countries, Israel not only welcomes Jewish refugees and immigrants without limitation, the State helps them to
adjust to their new setting through a comprehensive process of absorption. At present, more than a quarter of the
current Israeli population and about a third of the labor force (not including temporary foreign workers) was born
abroad (see Figure 1).

Figure 1: Israel Among Major Western Nations: Proportion oft  he Foreign-Born Among Total Population,
2007.

Source: OECD International Migration Outlook

The policy of the State of Israel towards immigrants has evolved since statehood, from emergency reception to the
current institutional framework and a "basket” of benefits. Until 1968, responsibility for integration was largely in the
hands of The Jewish Agency for Israel (JAFI). In 1968, the Ministry of Immigrant Absorption (MOIA) was created, and
currently shares responsibility for integration with JAFI and other government bodies. The budget for the Ministry of
Immigrant Absorption in 2008 was NIS 1.27 hillion, about 0.2% of GDP, and many services for immigrants are
provided through other government Ministries and agencies.

The Ministry of Immigrant Absorption, on the behalf of the Israeli government and assisted by private contributions
from world Jewry, is responsible for providing government assistance to new immigrants and returning residents -
from their first steps in the country to their integration into every area of life in Israeli society. This includes housing,
Hebrew language classes, job training and placement assistance, and other social services.

The Ministry’s policy is to foster integration through concentrated investment in the following main processes:

- Identifying each new immigrant’s potential for growth and contribution.
- Developing appropriate opportunities for realizing such potential.

- Providing resources for personal, family, and community assistance, at a level of quality that meets the
needs of new immigrants.

Chapter 1: Social, Political and Economic Picture



Israel in the Context of General Migration Trends

The immigration rate to Israel has varied throughout the country’s history. The first of the two most significant waves
followed independence, between 1948-1951. During the following years immigration declined to a trickle from 1973
until the unexpected and, in absolute terms, largest wave of immigration in 1990-1991. This was due to the end of
restrictions on Jewish emigration during the course of the liberalization processes in the USSR, and the beginning of
the mass Russian Jewish emigration that accompanied the breakup of the Soviet Union in the early 1990s (Figure 2).

Figure 2: Annual Influx of Permanent Immigrants (Olim), 1949- 2008

In thousands (right axis), and per 1000 inhabitants (left axis), and main source countries during peak years.
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Source: Israeli Central Bureau of Statistics, 2009

In fact, this phenomenon was a continuation of a long historical tradition. Since the 18th century, with the aliyah of
Yehuda Hasid, Jews of Russian origin played an important, and for a time the central role in the history of Palestinian
Jewry. It was they who created the overwhelming majority of the immigrants of the First (1882-1907); the Second
(1907-1914) and the Third (1919-1924) waves of the Zionist aliyah. In later years, Jewish repatriation from Russia
and the USSR varied in rate and frequency, but never ended, even during World Wars | and II. Overall, according to
the Jewish Agency and Ministry of Immigrant Absorption data, some 1.1 million immigrants came to Palestine and
Israel from the Russian empire/USSRICIS during the twentieth century alone. This includes 52,350 immigrants with
Russian Jewish roots that came before the establishment of the State of Israel, 37,451 from May 1948 to 1969;
149,740 in the 1970s, 28,763 in the 1980s, and 810,727 during the last decade of that century. In addition, more then
160,000 Russian-speaking Jews arrived in Israel between 2000-2009. As a result, approximately one-half of Israeli
Jews are in some way related to Russia, the USSR and/or their successor states.

More importantly, the Jewish immigrants from Russia in fact became the formative core of the modern Jewish society
in the Land of Israel/Palestine. It is difficult today to find any sphere in Israel where Russian Jews of different
generations and their descendants would not play an important, if not a critical role.




The role of the latest wave of aliyah from the former Soviet Union to Israel is especially visible. The breakdown of the
Soviet Union and subsequent mass Jewish emigration from the USSR and its successor states has turned Israel into
the largest center of Russian-speaking Jewry in the world.

Today Israel is home to approximately 40 percent of former Soviet Jews, who make up more than 15 percent of the
general Israeli population, and 17 percent of the country's Jewish population. (Tolts, 2009: 91-113).

Immigrants from the former Soviet Union are the second largest group, after native Israelis, of the Israeli Jewish
population. The aliyah of this highly educated and professionally qualified group has made a great impact on various
spheres of Israeli life, including the rapid development of the hi-tech and military industries, as well as educational,
cultural, and health care systems, and the opening of new internal and external markets. At the same time, the
immigration of hundreds of thousands of people with different cultural backgrounds became a challenging factor for
Israeli society, further complicating its social and political controversies and diversity, and, no less important,
contributing to the current tense ideological discussions about the future of Israel as the Jewish state.

In demographic terms, the contribution of the Jewish immigration from the former Soviet Union during the past twenty
years to the balance of Israeli national security was realized in at least three major areas:

ensuring a lasting Jewish majority,
expanding the national pool of skilled labor

shaping the country's center-periphery balance

"Russian” Aliyah and the  Demographic - Security Balance

Beginning from late 1989 over 1.2 million immigrants entered Israel, some 85% from the former Soviet Union (FSU);
an addition to the Israeli population of some 25%. Since 1990, Israel, now a country of over 7,100,000 people, has
taken in more than one million people. In proportional terms, this is equivalent to the United States absorbing over 50
million new immigrants.

Israel's immigration rate in the early 1990s was higher than that of any Western country at the time; since then
however, immigration has declined and during the past ten years was relatively low in scale. (Table 1, Appendix 1)

As was indicated above, during the past two decades aliyah to Israel had predominantly Russian Jewish features.
(See Table 1) Close to 30% of immigrants from the Soviet Union arrived during the 2 years 1990-91 (375,000), and
540 000 more in 1992-2000. In 1998 the immigration rate was approximately 60,000; a drop from an average of
75,000 during the middle of the 1990's. In 1999 we witnessed an increase in immigration, and the year ended with
the arrival of approximately 78,000 immigrants. However, since that time, immigration has been dropping annually by
some 30%. In 2008, only 16,287 immigrants arrived, with only 5,838 of these originating in the former Soviet Union.
However, in 2009, the trend of a constant drop in immigration numbers, including those of immigrants from the former
Soviet Union again swung upwards, although still remains far behind the figures of the 1990's.



Figure 3: Decrease in the Influx of Immigrants Since 1990

Influx of immigrants, 1990-2008 (left axis), and country of origin (percentage of total flow, right axis).
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Source: Israeli Central Bureau of statistics, 2009.

Data from the Central Bureau of Statistics for immigrants from the former Soviet Union from 1990 through 2001
shows the average immigrant age was 36 years old - 6 years older than the average for the general Israeli
population. The median age of immigrants from the former Soviet Union during the years 1990—2001 was 33.7 years
(CBS, 2002: 102). Due to a smaller number of children, the average age of this group was higher then among native
Israelis. Only 26% of Russian olim are age of 20 or less, compared to 35% of Israeli Jews. (See Table I)

Table I: Age and Gender Composition of Immigrants f  rom the Former Soviet Union  1989-2009

Gender
Age in 2009 Total number of
immigrants Male Female

0-17 41,781 21359 20422
18-24 79,930 40709 39221
25-34 159,818 79862 79956
35-44 149,580 72957 76623
45-54 141,455 65576 75879
55-64 120,977 54321 66656
65+ 177,906 69934 107972
Total 871,447 404718 466729

By the end of the period of the mass immigration of 1990s, it became clear that the Israeli Russian Jewish community
(including both the immigrant and the Israeli-born population) is much younger than the urban population in Russia
(CBS, 2005: 85, 103). Compared to the Jewish population of the post-Soviet republics, which exhibits a sustainable
negative demographic balance due to low fertility and high mortality rates (in addition to assimilation and emigration),
from the very beginning immigrants from the former Soviet Union in Israel showed positive natural population
dynamics. The positive birth and mortality balance since 1998 was not less then 3,000 persons a year, and in 2006
reached 3,600 persons. Since 2001, the rate was, according to Tolts, three times higher than among the entire
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Jewish population of the former USSR. It is clear that post-Soviet immigrants in Israel have their own basis for
demographic reproduction.

Interpreting this and other available data brings us to a few important conclusions:

Due to immigration from the former Soviet Union, Israel succeeded in preserving the traditional
demographic balance between its Jewish and non-Jewish sectors at a ratio of 80:20. This balance is seen
as a critical factor for ensuring the status of Israel as a Jewish, liberal, democratic and Western state.

Russian Jewish immigration of the 1990's and 2000's has strengthened the national defense capacity of
the State of Israel, both in a direct and an indirect way. New immigrants constitute a very substantial
proportion of the soldiers and, in recent years, of the officers serving in the IDF, and are overrepresented in
combat and technical units. Thus, the extent of their contribution to the maintenance of the country’s
security is hard to overestimate. On the other hand, mass aliyah from the USSR and post-Soviet satellite
states substantially decreased the hopes of the Arab leaders to defeat Israel, or to damage it as a Jewish
state. '

Shaping the Skilled Labor Force

Due to Jewish immigration from the former Soviet Union, Israel received an influx of significant human capital.
According to the Central Bureau of Statistics, (CBS) approximately 70% of immigrants from the former Soviet Union
were employed before emigration. In Israel this trend persisted, and today the proportion of employed among this
immigrant group is approximately , which is higher then the ratio of employed among the general population.
(See Table 2, Appendix 1). A comparison of outcomes between Jewish immigrants from the former Soviet Union
immigrating to Israel and to Canada found that immigrants to Canada — who had been screened on the basis of their
education and experience — ended up in higher status and wage occupations, while those in Israel entered the labor
market more quickly (Lewin-Epstein et al, 2003: 389-420).

Therefore, former Soviet immigrants that currently compose 17% to 18% of all employed persons substantially
contributed to the Israeli labor force, especially among the professional sectors. Throughout the 1990's, more than
half of all immigrants had at least 12 years of education, and almost one in five had 16 or more years. The average
education of new immigrants from the former Soviet Union and Eastern Europe declined during the 1990's, perhaps
because more highly-educated immigrants enjoy a greater return for immigrating sooner. In any event, more then
60% of former Soviet immigrants of the relevant age have received higher education, compared to the national Israeli
average of 40%.

! Recently declassified Soviet archival documents show, that as far back as the late 1970s and 1980s the PLO leaders were very much concerned
of the growing Soviet Jewish immigration to Israel, which, according to Arabs, substantially decreases their chances to re-gain control over the
whole Land of Israel/Palestine. (Morozov, 1999) Thus, they requested from the CPSU Politburo to stop emigration of Soviet Jews for Israel. It is
believed that the Soviet Authorities’ inability to stop this emigration in the long run, was one of the most important factors that made the PLO
leadership to accept the idea of the “two states solution” in 1988.



Table II: Education Levels of Immigrants from the Former Sovi et Union, at the Time of Immigration

Education
Post-secondar Higher
Total |Elementary Secondary . y (academic Other
vocational
degrees)

Total, 997604 253,030 392,100 155,506 167,931 29,037
1989-09 ' ‘ ‘ ' '
Total,
2009 878691 220,110 341,470 141,690 147,546 27,875

According to data from the Ministry of Immigrant Absorption, the number of educated engineers that arrived in Israel
from the Former Soviet Union since 1989, was, in absolute figures (110,000) three times larger then the number of
local specialists. Further, due to the “wave of aliyah” of the 1990s, the country received more then 80,000
technicians, more then 35,000 teachers, approximately 17,000 scientists; about 40,000 medical doctors, dentists and
nurses, as well as more then 60,000 qualified industrial workers.

Large numbers of immigrant professionals had to change their occupations in one way or another. In spite of this,
during that decade immigrants composed 30% of all engineers; and even more electric and electronic engineers
(45%), which were respectively, figures two and three times larger proportionally than the percentage of these same
professions among the native Israeli population.

We can therefore conclude that the “technological r  evolution” of the 1990's, the rapid growth of the G DP and
the impressive expansion of the hi-tech industry, r  esulting in Israel's emergence as a developed, post
industrial country by the end of the decade, is def initively identified by many Israelis as the result of the
“aliyah wave” of that same decade.

Reinforcing the Periphery?

In the majority of the communities of the “world Russian Jewish Diaspora” post-Soviet Jews are normally
concentrated in a limited number of largest cities. A research study, commissioned by the Center of Local
Governments, demonstrated that the situation in Israel is different. According to this study, Russian-speaking
immigrants, despite the fact that they predominantly came from big industrial and culture centers, prefer to settle in
small and medium-size population centers (ASK, 2008).

Figure 4 : Former Soviet Immigrants, According to Area of Or igin
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Figure 5: FSU Immigrants, according to Community in Israel
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Even more striking is the tendency, even upon first arrival in communities located in the center of the country, for
immigrants from the former Soviet Union to move to more peripheral areas, mainly in the South. The proportion of
Russian-speaking immigrants, that during the course of their lives in Israel, change their place of residence, was,
according to the CLG study, higher among the immigrants’ age groups of 18-24 and 55-65. The results of this study
correlate with the CBS data.

Figure 5: Dynamics of Resettlement of former Soviet Immigrant s in Israel
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Authors of the 2008 report, prepared by the New Israel Fund at the invitation of the Genesis Foundation, came to a
different conclusion. According to their data, there are 41 cities with a 5000+ former Soviet immigrant population; in
27 cities, in which there are at least 3,500 former Soviet immigrants, they constitute 20% or more of the population. In
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general, as the NIF believed, Russian-speaking immigrants are overwhelmingly concentrated in large urban areas
(Kopelowitz 2008: 10-11)

According to our data, the real picture lies somewhere in between. Approximately half of the immigrants live in the
relatively large Israeli cities (150,000 citizens and up), and only about a fifth of the Russian-speaking olim populate
cities with a total population of a quarter million people or above. There are 30 cities in which predominantly Russian-
speaking olim make up more then a fifth of the city’s population, including 10 cities (Ashdod, Bat Yam, Ashkelon,
Nazrat Illit, Kiryat Yam, Arad, Ma'alot-Tarshicha, Ariel, Sderot and Katzrin) where olim compose more then a third of
the residents. Finally, there are only four big Israeli cities (Ashdod, Haifa, Beer Sheva and Bat Yam), where olim
compose more then a quarter of the population (See Tables 3 and 4 in Appendix 1).

Authors of the CLG report insisted that the desire to be close to relatives and friends (i.e., social network self-help
considerations) and availability of affordable housing were two main reasons for choosing the area of settlement.
Russian-speaking immigrants demonstrated a desire to purchase an apartment of their own, as soon as they could,
which, as will be demonstrated, promoted the real estate and construction boom in Israel in the 1990's, as well as
stimulated the development of other areas of the economy and rapid growth of the national GDP. In social terms, this
as a rule means a desire to acquire an apartment or a private house, which implies the wish to settle and to establish
their families in Israel.

Table lll: Main reasons for Choice of Area of Settlement

Reasons % of all respondents
To be close to relatives and friends 56
IAvailability of Affordable Housing 29
Climate and Ecology Considerations 24
Developed Transport Infrastructure and Services 18
Education Opportunities 19
Accessibility to Major Employment, Educational and Cultural Centers 16
Local Employment Considerations 23
Nature 10
Health
Large concentration of Russian-speakers and Fellow Countrymen
Personal and Public security reasons
Other reasons 16

This picture is unlikely to change in the near future: approximately 80% of the immigrants, years after their arrival to
Israel, remain in more or less the same location of their first arrival, and an overwhelming majority, according to the
CLG’s study, are satisfied with their choice (figure 5)
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Figure 5: Are You Satisfied With Your Place of Departure?

3%

90%

The Myth of the "Russian Emigration from Israel"

The number of Israelis who consider emigration constantly rises, especially among the youth. (Fergo, 1989: 279;
Ben-Sira, 1995: 198; Arian et al, 2009) In practical terms, however, emigration from Israel remains relatively low
compared with most industrial nations. Emigration rates from Israel have ranged between 20-28,000 persons
annually since 1990, although many of these Israelis later return, making net emigration rates fairly constant at about
12-18,000 annually. The total number of Israelis (emigrants and foreign-born to Israeli parents) currently residing
abroad is estimated at between 700,000 to 800,000 persons, or 10% to 12% of the Israeli population (Levari, 2007).
Emigrants to the United States are positively selected and have higher wages than native-born Americans with the
same characteristics (Cohen and Haberfeld, 2001; 79-91). Israeli emigrants tend to be more educated than those who
remain.

Emigration rates fluctuate mainly according to the economic situation and opportunities abroad, rather than the
political situation in Israel. However, political circumstances also have an impact. According to Asher Arian, during
2007, which was the year of the "social echo” of the Second Lebanon War, 45% of young native-born Israeli Jews
considered emigration. This number fell twice during the following two years, but still remained ominously high.

A nervous reaction of Israeli elites to these trends and their unwillingness to look for the source of problem among
themselves encourages their attention to migration processes among a group that, by long-standing belief is less
“rooted” in the country — relative to other immigrants. From this point of view, Russian-speaking immigrants, as the
most recent wave of immigration, are, of course, "the first in line." As a result of this attitude, numerous articles
appeared in the media, stigmatizing immigrants from the former USSR as future emigrants from Israel (Kennigstein,
2006). Nor was the academic world immune; a number of its representatives came to conclusions as a result of the
influence of current trends of thought while other members disproved the theory using various arguments. 2

However, a comparative study conducted by Shmuel Adler (2003), former director of the Planning and Research
Division of the Ministry of Immigrant Absorption, totally disproved this stereotype. According to Adler, Russian-
speaking immigrants demonstrated the smallest proportion of those who left country. Their numbers constituted three
times less than the numbers of immigrants from the United States and Canada, and half than the numbers of French
immigrants that departed. (The general picture per “year of wave of aliyah” is presented in Table 5, Appendix 1)

% See, for instance, discussion on the site of the Israeli Democracy Institute: Michael Philippov, “Why are the Russians Leaving Israel? Failed
integration of the Russian Aliyah is not a natural, predictable process but a painful failure for Israel as a host society,” Israeli Democracy Institute,
19/03/2008; Arnon Sofer, “The Russians Are Not Leaving Israel More Then Any Other Immigrant Group: Response to Michael Philippov,” Israeli
Democracy Institute, 16 April 2008, http://www.idi.org.il/sites/english/OpEds
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Table IV: Data on Jewish Immigrants to Israel between 1.1.198 9 - 30.6.2002, in Comparison With Those Who
Left the Country During the Same Period and Did Not ~ Return as of 30.6.2003, by Countries of Origin

Total Number of Number that Percentage Among The
Immigrants Departed Israel Immigrant Group That
Departed

Total number of immigrants:

USSR/CIS

Great Britain

France

USA

Canada

Argentina

Source: Adler, 2003

According to the Ministry of Immigrant Absorption data, the overall number of immigrants from the former Soviet
Union that departed Israel during the period from the beginning of January, 1989 until the end of December, 2006,
and have not returned as of the end of October 2009 (officially defined as "Israelis that permanently reside abroad"),
is 87,367. Only 9.2% of the total number of 993,650 immigrants from the former Soviet Union who came to Israel in
1989-2009, subsequently left it during those years.

Comparison of this data with the real situation among emigrants from the former Soviet Union does not support the
position of those who insist that these immigrants do not indentify strongly with Israel and the country’s values.
Studies that were conducted during the first years of the "great wave of aliyah" demonstrated that feelings of
solidarity with Israel were a fundamental and important element of the immigrants’ Jewish identity. In other words,
opinions about economically- rather then ideologically- motivated immigration from the former Soviet Union, which
were prevalent in the Israeli media even during the late 1980's and the 1990's were greatly exaggerated (Reich,
Dropkin and Wurmser, 1993: 445-446)

In a public opinion poll conducted by Majid Al-Haj and Elazar Leshem in 2000, and again in the summer of 2006, this
trend remained consistent, even 10-15 years following the beginning of the “great wave of aliyah,” despite the
difficulties of absorption. (Al-Haj and Leshem, 2000: 13; Barkat, 2006). Yehudit Rosenbaum-Tamari introduces a similar
idea: according to her data, 75% of immigrants from the former Soviet Union that immigrated between the years
1989-2004 would choose to move to Israel had they been given the choice again and repeat their previous choice to
come to Israel.(Rosenbaum-Tamari, 2004). Finally, a sample polling of teenagers who moved to Israel during the
years 1991-2006 which was initiated by the Ministry of Immigrant Absorption and conducted in 2008, revealed that
approximately 90% of the respondents (mainly young people from the former Soviet Union) report that they are
satisfied with their absorption and believe that they will stay in the country (Branovsky, 2010)

In terms of the inclination of Russian-speaking young people to leave Israel, the picture seems more complicated.
During the early part of the century, there were few differences between them and veteran and native-born Israelis.
However, as the majority of studies indicate, the majority of “potential emigrants” from Israel” (e.g. those who claim to
be considering departure) do not, in fact, leave. Only a small number of those do proclaim their willingness or
objective to emigrate do in fact act on their intentions.

Thus, available data proves that the last wave of Russian immigrants in Israel is quite rooted in the Land of Israel. A
less than 10% level of emigration from Israel is, according to accepted sociological norms of migration, an indicator of
the great success of this immigrant group in integrating into the host community.
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Russian Jews and Israel: Who Saved Whom?

We may conclude that the contribution of the former Soviet Jews, as a socio-demographic group, is obvious and very
significant. Experts believe however, that the positive impact was mutual. The estimates show that, by the beginning
of 2004, there were about 1.6 million “core” Jews (by self-identification) worldwide who originated in the former
Soviet Union, of whom approximately one-tenth, primarily in Israel, had become part of the “core” Jewish population
as a result of migration. (Tolts, 2008) About one-half of these “core” Jews were living in Israel, less than one-quarter
remained in the former Soviet Union, and the remainder were mainly in the United States and Germany. There were
approximately 0.8 million Jews and their descendents in Israel who had arrived from the former Soviet Union since
1970. Perhaps a fifth of them had previously not identified themselves, nor were they seen by Soviet officials, as
Jews.

Jews who immigrated to Israel not only escaped the dramatic reduction in fertility characteristic of the former Soviet
population as a whole and Jews in particular, but their life expectancy also rose considerably. Between 1999-2004
the total fertility rate among former Soviet Jewish immigrants was 1.7-1.8; that is, it was double the post-Soviet
level of Jewish fertility in the former Soviet Union (about 0.9) and approached the level of the total fertility
rate of non-religious Israeli Jews. At the same time, according to Mark Tolts' estimate, this indicator for non-
Jewish immigrants from former Soviet republics in 2002-2003 was as low as approximately 1.3, and even lower in
2004 - about 1.2; thus, it remained similar to the low level of post-Soviet Slavic populations in their home
countries. However, 73 percent of former Soviet immigrants that arrived in Israel beginning from 1990, and were still
living here by the end of 2004, are Jews. Therefore, the vital balance of immigrants from the former Soviet Union
in Israel as a whole is decisively positive.

An estimate shows that if in 1999 the total fertility rate among this immigrant group had been as low as that
found for Jews in the former Soviet Union as a whole in the period of the mid-1990s and onwards (0.9) the number
of births among them would have been lower by 4,100. Moreover, if in 1999 the life expectancy at birth among
this immigrant group had been as low as that found for Jews in the former Soviet Union (70.1 years for males and
73.7 years for females according to according to life-expectancy tables for the Soviet Jewish population for
1988-1989) the number of deaths among them would have been higher by 4,000. Thus, they would have had a
decisively negative balance of births and deaths.

Therefore, as was demonstrated by Tolts, the arrival of the Jewish immigrants from the former Soviet Union resulted
in tens of thousands of additional births and postponed approximately the same number of deaths — as opposed to
the demographic decline in the former Soviet Union due to the dramatic decrease of fertility rates and relatively low
life expectancy. From the demographic point of view, the post-Soviet aliyah is a great success of Zionism.
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Chapter 2: Immigration and Economic Growth: Success  es Stories and Successes Factors

Israel's economic growth since the 1990's is a success story that typifies the world experience of last decades of the
20th century.

Israeli Experience vis-a-vis World Trends

The phenomenon of rapid economic development of nations at the expense of cheap labor is well known. The most
prominent examples of industrialization in the twentieth century are the USSR and the Peoples Republic of China,
whose economic gains were based primarily on an ongoing supply of cheap labor. In both cases, this cheap labor
was obtained from the internal population migration from villages to industrializing urban centers (Gaidar, 2005).
Other examples include the United States and Canada, which experienced tremendous industrial expansion during
the 19th century because of a massive influx of an immigrant labor force. Brenner (1998) relates that an influx of
immigrants that were religiously and culturally compatible with the local population provided the necessary conditions
for the “German economic miracle” of 1948 through the 1950's. A study conducted by the United Nations (2006)
demonstrates that a migration of skilled personnel boosts both current (transfer of capital) and long-term economic
development (human capital growth, experience and capital gain).

The example of Israel proves this general trend. At the beginning of the 1990's the Israeli economy was in relatively
good shape, following its emergence from years of runaway inflation during the 1980’s. An Economic Stabilization
Plan was implemented and the economy was opened to the globalization of capital (in the early 1990's restrictions
were lifted on the flow of capital within the economy). Despite these measures, by the end of the 1980's the economy
was unable to achieve growth. The massive wave of immigration in the early 1990's led to the rapid growth of private
consumption and investment in construction, and the expansion of the labor supply.

Figure 2.1: Number of Immigrants According to Country of Origin during the Past Twenty Years
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Source: Date of Information Systems Department, Ministry of Immigrant Absorption

According to the graph, the total number of immigrants from the former Soviet Union between 1989 and 2009 was
996,000 individuals. The majority of immigrants came from Russia and Ukraine, which together accounted for more
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than 30% of all immigrants from former Soviet republics. It is noteworthy that immigrants from the former Soviet
Union who immigrated during the past two decades today account for approximately 14% of Israel's total population3.

Figure 2.2: Number of Immigrants from the FSU According to Year  of Aliyah (in thousands), 1990-2009
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Source: Date of Information Systems Department, Ministry of Inmigrant Absorption

The early 1990's were characterized by massive waves of immigration, which subsequently stabilized at an annual
rate of 60,000 individuals until the year 2000. Over the two decades in question, two salient characteristics mark the
immigrants from the former Soviet Union: approximately 47% were between the ages of 19-49; approximately 53%
were women.

In Macro-economic planning the volume of financial and physical capital imports could relatively easily be estimated
and planned. In contrast, it is difficult to evaluate in a county like Israel, with its open immigration policy under the
Law of Return, (which does not allow the selection of preferred human capital) the volume and composition of the
human capital imports. The employment absorption problem therefore cannot be solved by simply expanding the
economy according to the preferences of local economic factors, since the necessary expansion must be directed in
a manner that will conform as much as possible to the skills of the immigrants. Therefore the expansion of the
economy had to be in those areas of the economy that are orientated in those goods and services which could utilize
the human capital to a maximum.

In order that the immigrants be prepared to enter the job market and be able to utilize to the utmost their human
capital, the Ministry of Immigrant Absorption in conjunction and coordination with other Government Ministries, but
mainly the Ministry of Labor and Social Affairs, offers a wide variety of programs to facilitate the immigrant finding a
suitable position in the labor market in Israel.

Some positive results of the economic and public policies that were based on this understanding were obvious
already by mid. 1990s. During the second half of the 1990's, the Israeli economy experienced a surge in labor
productivity and total overall productivity, which was driven primarily by the manufacturing sector. This surge in
productivity coincided with the full absorption and integration into the workforce of highly skilled immigrants from the

¥ Israel's population as of 2009 is 7.3 million. The figure of 14% is exclusive of the second generations that were bomn in Israel and deaths in the
course of the years.
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former Soviet Union, which had very large numbers of scientists, engineers, physicians, nurses and technical
workers, as well as musicians and professionals in other humanitarian field.

In its 1995 report, the Bank of Israel summarized the development of the economy since 1990 as follows:

Since the beginning of the decade” the economy has grown at a rapid pace, and the GDP has expanded by
42% in the past six years. This is an impressive achievement that has brought the per-capita GDP to a level not
much lower than the average in Western countries, and which we seek to emulate. During these years, the
economy has absorbed a large wave of immigration, with significant success in the area of employment. The
unemployment rate, which at the start of the process had peaked, then rapidly contracted. Unemployment has
declined to less than the level seen immediately before the immigration wave, approaching substantially full
employment. The economy has also registered success in the area of inflation: The current annual inflation rate,
amounting to approximately 10%, is lower than the inflation rate that prevailed at the beginning of the decade.

Regressions (1) and (2) Table 1 (see Appendix 2, and tables 2.1. and 2.2 with respective comments in Appendix 2)
demonstrate statistically significant interrelation between the influx of immigrants and GDP growth. The Granger Test,
presented in Appendix 2, shows statistically significant probability of causal relations: immigrant influx caused both
general and per capita GDP growth

Immigration has contributed several advantages to Israeli society. Further in this paper we will discuss its effects in
three main areas: entrepreneurship, employment, and absorption of scientists.

Employment and Socio-economic Status

Everywhere in the world Russian Jews tend to join the labor market as soon as possible and that was also the case
of the "Big Aliyah" of the 1990s in Israel.

As it was mentioned above the rate of participation in the labor force of these immigrants is high, and their
occupational structure is extremely professional-intensive (though there was a noticeable drop in the proportion of
professionals since 2000). (Adler, 2007) In 2004, the rate of labor force participation of immigrants who arrived since
1990 aged fifteen years and above was higher than among the non-immigrants (58.1% compared to 54.9 %), and it
was even higher four years later. (Table 2.1) The unemployment rate in 2004 however was the same (10.4 %).

Table 2.I: Immigrants of the 1990 and After, Aged 15 and over, by Civilian Labor Force Characteristics ~ (2008)

FSU Immigrants Labor Force Females Males Total Females Males Total
participation ! L # $% ! P # $%
Percentages Thousands
Total 100.0 100.0 100.0 486.0 398.6 884.6
Not in civilian workforce 417 355 38.9 202.7 141.6 344.3
In civilian workforce 58.3 64.5 61.1 283.3 257.0 540.3

* Referring to the beginning of the 1990s.
*Quoted in Giladi, 1998
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The immigrants comprised 18.8% of the employed during 2004, when they were 17.8 % of the population 15+. On
the other hand they comprised 18.9 % of the unemployed. (CBS, 2005) The level of unemployment among all former
Soviet immigrants in 1990-1999 was higher than among the veteran population. Thanks to the improving market
conditions of that decades and Government involvement in the field, especially continual and focused activity of the
Employment Division of the Ministry of Immigrant Absorption, there has been a turnaround in these figures. This was
a sharp decrease from the unemployment rate among the immigrants who arrived in 1990-91 of 38.5% in the last
quarter of 1991 to 7.8 % in 2004 (compared to 10.4%. among the non-immigrants) and some 6% in 2008.

Figure 2.3: Unemployment Figures Among Immigrants  and the General Population
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Over 60% of the FSU immigrants who were employed prior to their immigration had scientific, academic, technical or
other professional degrees (though only some 70% of them were employed in the FSU in positions demanding such
degrees). (Damian and Tamari, 2006) Among the Israeli workforce in 1989, prior to this wave of immigration, only
24.5 % were employed in these professions. (CBS, 1990)

The total number of academics among immigrants from the former Soviet Union during the past twenty years totaled
360,000, representing 36% of the total number of immigrants from the former Soviet Union in the past two decades.
Academics originating from the former Soviet Union account for 78% of all new immigrant academics during the past
twenty years.
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Figure 2.4 Total numbers of technical engineers and academics among all immigrants and among
immigrants from the former Soviet Union- 20 yearso  f aliyah
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Source: Information System Department of the Israeli Ministry of Immigrant Absorption.

Various studies carried out during the past years have shown a high professional commitment of FSU immigrants and
their wish to retain the occupation in which they worked prior to their immigration. (Flug et al, 1997:434) The studies
also show that immigrants’ satisfaction with their job in Israel is considerably higher among those working in their
original occupation or in an occupation close to their original one, as well as a significant correlation between over all
satisfaction in the country and satisfaction with their job. (Leshem, 2005) However, during 2004, fifteen years on the
beginning of the "Great Russian Jewish immigration”, only 21.6 % of the total immigrants were employed in these
professions while among the total population this figure increased to 28.8 %. (CBS, 2005) That means, only some
35% of the FSU immigrants worked in Israel in their profession abroad or a similar profession, though many of those
went through a downgrading process within this professional grouping (e.g. engineers working as junior engineers or
technicians, physicians working as nurses etc.).

At first, the Soviet immigrants were disproportionately employed in manufacturing. However, following an initial
adjustment period, they progressively moved into occupations involving higher levels of responsibility where their
skills could be put to more effective use. This has led some observers to comment that the high level of skills brought
by the wave of immigration was one of the main reasons for the fast growth of Israel's economy during the 1990's.
According to this logic, a cheap, well-educated and well-trained labor force encouraged both direct foreign
investments (see Regression 3; Table 1 Appendix 2) in general and private (business) expenditures in research and
development (R&D) specifically (see Regression 4; Table 1 Appendix 2) These factors, combined with the immediate
availability of almost unlimited resource of tens of thousand professionals in the relevant fields, that came with the
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Soviet Jewish immigration wave (see Table 3 Appendix 2), made Israel world technological superpower and
promoted progressive development in other field of the national economy.

Other experts argue that this is true only as regards the hi-tech sector, where data indicate a positive relationship and
suggest a corollary between technology-based enterprise and a skilled immigrant workforce. As they point out to the
contrary, the ratio of immigrants was negatively correlated to output and productivity in low-tech industries.
(Paserman, 2008). In other words, the potential of more than half of the 90,000 trained engineers and technicians
from the former Soviet Union, who were unable to find suitable jobs in relevant fields, and thus were encouraged to
find other employment, mainly in low-tech industry and the service sector, was never utilized.

The reasons for the failure to benefit from this source of human capital are obvious. Even in such countries as
Switzerland, Belgium or Austria — countries whose economies are traditionally based on machine-assembly, it would
have been impossible to provide jobs to 110 thousand engineers and almost 71 thousand technicians, according to
their specialization in their country of origin. Almost 40 thousand economists and bookkeepers had little chance of
finding employment in their field. This was due to the differences between the economic systems in their former
countries and their new home (see Figure 1). It was similarly impossible to place almost a quarter million teachers
into teaching positions, even had they spoken fluent Hebrew. To all this may be added the simultaneous challenges
of typical immigration problems, such as the difficulties of adapting to a new language and culture, the challenges of
the job search, and a radically different socio-economic and political system (similar to problems of adapting in post-
communist countries in transition). These difficulties were further exacerbated by professional skills that were poorly
suited to the demands of the Israeli job market. Finally, the fact that a significant number of immigrants from the
former Soviet Union were obliged to occupy low-paying positions was, in a sense, predetermined by flaws in
traditional institutional frameworks.

This conclusion can also serve as a partial explanation of the obvious socioeconomic paradox. As was illustrated by
Eckstein and Weiss (2003), throughout the 1990's immigrants gradually succeeded in improving their position in the
job market because of their contribution to the rapid growth of the Israeli economy. Authors of the report submitted to
the OECD Secretariat (OECD, 2009), who summarized various studies' results, insisted that regardless the negative
societal prejudges mass Soviet Jewish immigration generally did not make any negative impact on natives. On the
contrary, researchers discovered an initial posi