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paper is based on a study conducted at the request of JDC-Eshel and the Senior Citizens Division in the Ministry for Social Equality, following a previous

study on the economic benefits of employing older workers.

The Aaron Institute’s policy papers series is a product of research and policy suggestions commissioned by the institute and approved for publication

by the scientific committee. The views expressed in these papers are those of the authors, and the board takes no responsibility for the suggested
policy.
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The vision of the Aaron Institute for Economic Policy in the Tiomkin School of Economics is to support sustainable economic
growth and social resilience, along with poverty reduction, by designing a strategy based on measurable targets which can be
subjected to international comparison, and proposing detailed plans for economic policies which are based on the most current
international knowledge. We focus primarily on reforms towards economic growth which would stem from increasing
employment and raising the GDP per hour worked (labor productivity) in Israel.

The key measure of sustainable economic growth — GDP per capita — is still low in Israel in relation to leading countries in the
developed world, and this is also the case with labor productivity. Through its economic studies, the Aaron Institute presents
targets, innovative policy tools, and reforms to promote growth, high-quality employment, and labor productivity.

The Institute’s mission is to help shaping the socioeconomic policy in Israel, through the development of long-term plans which
would address the full range of economic and social issues facing the Israeli economy, particularly among families below the
median of the income distribution, who comprise significant parts of the Arab and Haredi (ultra-Orthodox) populations, where
increasing employment and productivity would greatly contribute to achieving the goals of growth, social resilience, and poverty
reduction. In addition, our studies aim to influence the professional discourse, and to stimulate discussion based on reliable

information and on socioeconomic research which offers practical tools to achieve these goals.
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Regulatory Barriers to Employment of Older Workers: Analysis

and Proposed Solutions

This policy paper examines the barriers to employment of older workers approaching or past
retirement age in Israel, and proposes solutions to address these barriers.

For this purpose, we analyzed the current situation of employees and retirees in Israel by
reviewing relevant reports and interviewing experts and professionals, in order to discern the
retirement track as compared with the track of continued work at older ages. The relevant
ages for the evaluation of the various tracks are: prior to formal retirement age (55+), past
formal retirement age (62 for women, 67 for men), and past the absolute retirement age (70
for both women and men). Our analysis addresses tax payments and pension allowance, as
well as other rights and obligations at these ages which might constitute a barrier to continued
employment. In the framework of this paper, we also present selected policy measures taken
in other countries regarding the issues examined here. The conclusion emerging from this
paper is that there are several applicable measures which may impact wide swaths of workers
and motivate them to continue working, as well as measures which can be applied to
encourage the return of older people into the labor market. In light of this analysis, we
propose several policy recommendations aiming to pave the way toward resolving
employment barriers and increasing employment rates at older ages. The unique feature of
this paper, as opposed to our previous policy paper (Axelrad, Eckstein, and Larom, 2021), is
that the recommendations herein focus on practical, concrete, and immediate measures,
which may already be advanced and implemented during the discussions on the 2023 state
budget: optimal utilization of tax benefits upon retirement, specifically through amending the
default provision in favor of the employee; easing the transition from work as a salaried
employee to self-employment; cancellation of the income disregard; amending the allowance
deferral mechanism; and more. Due to the short timelines prescribed, this work does not
include a comprehensive specification of populations and cost-benefit analysis, nor an

economic assessment of all the consequences which may result from each recommendation.



Nevertheless, generally speaking, it may be stated that increased employment tends to
substantially raise the GDP, hence also contributing to an increase in the standard of living
across the economy, which is the primary goal. The effects on the volume of taxation are of
secondary importance in our opinion, both from an economic perspective and because an
analysis of general equilibrium which incorporates the overall effects of increasing
employment at older ages, particularly its effect on the employment of the workforce as a
whole, is highly complex. It should be noted that the common conception which sees an
increase in the employment of older workers as “replacing” the employment of other cohorts,

particularly young workers, does not reflect a common economic outcome.



