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ABSTRACT

In order to understand the economic functioning of haredi society, it is
necessary to observe haredi households. Due to the young marriage age
in haredi society, decisions regarding vocational training and job-seeking,
especially among men, are not made by the individual alone but are part
of the financial management of the household as a whole. The rise in the
overall cost of living, and particularly housing costs, in recent years and the
fact that paying off mortgages is now more than ever the responsibility
of young households prompted us to examine the economic resilience of
haredi households. Our interest was further intensified by the COVID-19
crisis. These issues from the past few years may have implications for
government policies designed to encourage people to work, prevent
unreported earned income, help with mortgage financing, and oversee
free-loan societies. This study seeks to understand economic trends in
haredi society between 2014 and 2021 by looking at the management of

households compared to the past and to other segments of Israeli society.

The findings of the study indicate that in the pre-COVID-19 years (2014—
2019) the income of haredi households rose more than that of non-haredi
households, mainly due to an increase in earned income. Haredi women
led this trend, with an increase in their employment rate and income.
The employment rate of haredi men rose only slightly in those years, as
did their income. Overall, the earned income of haredi households was
NIS 8,081 (gross)in 2014 and NIS 9,269 in 2019 —a rise of 15%. Non-haredi
Jewish households experienced an increase in the same period of only 8%.
However, even at the end of that period the average earned income of

haredi households was only 55% of that of non-harediJewish households.
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Since the return of the haredi parties to the coalition in 2015, there has
also been an average monthly increase of about NIS 800 in government
stipends, child allowances, and yeshiva budgets per household, but this is

negligible compared to the rise in reported earned income.

The increase in haredi households’ income was accompanied by an
increase in expenditure, which consistently exceeded income—a gap of
about NIS 2,600 a month on average. The study found that one out of
every six haredi men of prime working age (25—64) works off the books,
so actual income is greater than shown in the CBS surveys. Another
explanation for the disparity between income and expenditure is that
haredi society has a high concentration of young households, which tend
to spend more than they earn in the expectation that their income will
eventually increase. However, these explanations are not sufficient unless
there are additional sources of income that cannot be estimated. This is

not a sustainable situation.

Moreover, in recent years there have been changes in the savings and
investment patterns of haredi households—all aimed at enabling young
couples to purchase their own homes. Previous studies found that in
order to achieve this goal, haredim focused on purchasing inexpensive
apartments with low mortgage payments and incurring high debt.
However, the evidence indicates that these strategies are becoming less
effective: housing prices and mortgage payments are increasing faster
amongharedimthaninthe countryasawhole,theirhome ownership rates
are dropping slightly, and the debt incurred in purchasing an apartment
is increasing more slowly than before. The monthly mortgage payments
of haredi households average NIS 1,230, exceeding those of non-haredi
Jewish households (NIS 1,105). The average haredi household’s mortgage
payments in 2019 were 25% more than in 2014, when the average was
NIS981 a month—less than among non-haredi Jewish households.
For comparison’s sake, according to CBS data, between 2014 and 2019
the housing price index rose by only 19%. Therefore the rise in average

mortgage payments by haredim was not due simply to an increase in
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the percentage of haredi households paying off mortgages, from 40%
to 43%, but also to an increase in the average sum of each mortgage
payment, from NIS 2,450 to NIS 2,900 per month. Part of the increase in
mortgage payments resulted from a change in the longstanding norm
in haredi society whereby the parents would cover most of the cost of
newlyweds’ first home. A substantial percentage of haredi parents of
marriage-age children now report having difficulty helping their children
purchase apartments. As a result, most young couples now have to cover
between half and all of the home purchase price. Haredi households are
still trying to do the same thing as before—buy apartments while young
and maintain a high rate of home ownership—but they are forced to take

out larger mortgages and incur greater debt to do so.

Additional data point to high debts compared to savings. In 2018,
the average haredi household had NIS 56,000 in savings but owed
NIS 436,000; approximately 21% of their monthly income went to paying
off the debt. Most of the debt of haredi households is owed to banks
(73%); only 7% is owed to free-loan societies. This breakdown of debts
is consistent with the increase in the scope of bank mortgages and with
the adoption of orderly bookkeeping methods by large and medium-sized

free-loan societies, partly in anticipation of the Free-Loan Societies Law.

Finally, we found that the net income of haredi households suffered
very little from the COVID-19 crisis, thanks to a generous policy of
unemployment benefits and grants. For low earners—and many haredi
workers are included in this group—unemployment compensation was
almost equal to their wages before they were laid off. Moreover, the
grants were given irrespective of employment, and some of them were
adjusted to the number of children in the family. However, employment
among haredim suffered more than among non-haredi Jews in 2020, and
the recovery in 2021 was slower for haredi men than for haredi women
and non-haredi Jews. The COVID-19 crisis also posed a genuine challenge

for the free-loan societies, whose turnover stagnated in 2020.
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This document ends with a look to the post-COVID future. Haredi
households are having difficulty regaining their pre-pandemic income
level. In addition to the effects of the pandemic, haredi households must
contend with the absence of haredi representation in the outgoing Israeli
government, which in some ways has cut support for the haredi sector.
This will increase the financial burden on haredi households, especially
the younger ones. A decision to lower the age of exemption from military
service to 21 may lead more young men to enroll in vocational training
programs and start working, both because the law will allow them to do

so and because of their greater need to earn a living.
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