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ABSTRACT

The COVID-19 pandemic led to a series of restrictions on economic activity
in Israel designed to curb the spread of the virus. In turn, these restrictions
had a dramatic impact on the labor market. This review examines various

aspects of this impact.

Impact on Businesses

The restrictions imposed led to a marked decline in business activity
in the majority of industries and to a sharp drop in revenues. The first
lockdown (March—April 2020) was the most severe, and it affected most
economic sectors. The data demonstrate the adaptivity displayed by
many industries to the imposition of economic restrictions, which helped
mitigate the impact of subsequent lockdowns. Most of the damage to
revenues occurred in industries providing services that involve large
gatherings of people (education, arts, entertainment, and leisure, as well
as hospitality and food). At the same time, some industries benefited
from increased revenues throughout the crisis, such as the information

and communications industry and the construction industry.
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Impact on Workforce

The impact on businesses and the fall in demand is directly linked to the
impact on workers, and the findings indicate that vulnerable populations,
such as young adults, self-employed workers, the Arab and ultra-Orthodox
populations, low-income workers, and workers in low-skilled occupations,
suffered most (particularly during the lockdown periods). Consequently,
a special survey conducted by the Israel Democracy Institute has shown
that the salaries of those belonging to vulnerable populations, and the
income of self-employed workers declined to a greater extent than those

of more resilient populations.

Working from Home

Employees who remained in employment throughout the crisis were
forced to adapt to changes in work culture and worked from home
throughout most of the period. It is anticipated that working from home
will become the new norm and will be widespread after the pandemic.
This development means that policymakers need to act on several fronts
in order to address barriers to working from home and to maximize the

benefits for both workers and employers.
The recommendations of the IDI researchers are as follows:

(1) Formulate rules of conduct for working from home and introduce

labor legislation accordingly.
(2) Upgrade internet infrastructures to broadband.

(3) Make training and education courses on time management and
working from home available to employees and managers, and teach and

disseminate the digital skills necessary for remote working.

(4) Provide financial assistance for businesses (mainly small and
medium-sized businesses) to invest in making the necessary adaptations
for remote working (such as information security, communications

systems, remote access, and so on).



Abstract

(5) Develop methods for assessing performance and output when
working from home. As the largest employer in the country, the
government should ensure the provision of mechanisms for evaluating

the output of public-sector employees.

(6) Help vulnerable populations benefit from the possibility of working
from home, by ensuring access to computers, the internet, and more.

Israel in Comparison to Other Countries

A comparison with other countries reveals that, unlike the vast majority of
developed economies, Israel entered the crisis without any prepared plan
for encouraging short-term work, nor did it develop such a plan after the

outbreak of the pandemic.

Around the world, states pursued a range of policies in response to the
crisis and the restrictions on economic activity, including programs to
retain jobs and subsidize salaries; income support for the unemployed
and self-employed; provision of employment services and vocational
training; paying workers for sick days and days in self-isolation; assistance
for working parents; protecting workers from being laid off; support for

essential production and services; and support for businesses.

In Israel, several ad hoc policy actions were taken, including adoption of
the furlough model; relaxation of the eligibility rules for unemployment
benefits for salaried workers; provision of various grants to self-
employed workers (a social benefit grant and an expense assistance
grant); provision of grants to encourage employers to rehire workers;
payments to businesses to cover the salary of workers in self-isolation;

and establishment of various assistance funds for businesses.

However, no partial-employment programs were adopted, no special
efforts were invested in training workers, and only limited assistance was

provided to working parents.
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