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Since its inception, the Zionist Movement has been accompanied by a sense of 
“demographic inferiority.” It was a struggle between two national movements for 
the same piece of land—a kind of “zero-sum game.” Naturally, the demographically 
weaker side—the Zionists—tried to close the gap as much as possible through 
both immigration and encouraging higher fertility among the Jews in the Yishuv. 
However, while the sense of demographic inferiority among the Zionist movement 
prior to the establishment of the State of Israel and even after it is understandable, 
it was supposed to diminish after the Oslo Accords, and even more so after the 
withdrawal from the Gaza Strip, with the main purpose of both to achieve a 
“demographic separation” from the Palestinians. The peace agreements with 
Egypt and Jordan; the collapse of the “eastern front” after the elimination of 
Saddam Hussein’s regime in 2003; and the outbreak of the civil war in Syria were 
all expected to mitigate the Israeli sense of demographic inferiority even further. In 
effect, however, this was not the case, and the feeling of “demographic inferiority” 
changed into a “demographic appetite,” which perpetuated the concept of “growing 
as much as possible.” This paper aims to examine why every Israeli government, 
whether “right-wing” or “left-wing,” has sought to maximize the number of Jews 
in Israel; the implications of the various governmental demographic policies for 
the standard of living of Israel’s citizens; and finally, the external demographic 
threats to which Israel is exposed. The main conclusion of this paper is that even 
without the annexation of all or even part of the West Bank, Israel is experiencing 
steady rapid population growth, leading to increased crowding and accordingly 
a decline in the quality of life for its citizens.
Keywords: demographic threat, natalist policy, the Law of Return, annexation, population density, cost of 
living, refugees, environmental quality
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Introduction: What Is the Meaning of 
Demographic Threat?
The academic literature distinguishes between 
four types of demographic threat: The first and 
most common threat is the religious or ethnic 
majority/minority ratio, wherein the majority 
feels threatened by a minority demanding full 
or partial independence. Striking examples of 
such a threat are the Catalans and the Basques 
in Spain and the Kurds in Turkey and Iraq, who 
have been demanding autonomy or even full 
independence for many years, sometimes 
accompanied by violence against the regime 
(Laitin 1995).

The second type of demographic threat 
involves the fear of the country being inundated 
with migrants of different religions or ethnic 
backgrounds, thereby altering the cultural, 
religious, and ethnic character of the host 
country. The fear of being overwhelmed by non-
white and non-Christian migrants has fueled the 
European right, particularly since the al-Qaeda 
attack on the United States (September 11, 2001), 
and has further intensified with the influx of 
Muslim Arabs into Europe since the onset of the 
Arab Spring (December 2010). Another striking 
example of this type of threat is the determined 
opposition of Arabs to Jewish immigration 
to Palestine during the British Mandate. A 
more recent example of the perceived threat 
of a change to a country’s religious-cultural 
character due to mass immigration can be heard 
in the words of Hungarian Prime Minister Viktor 
Orbán in July 2022: “We [Hungarians] are not 
a mixed race and we do not want to become 
a mixed race” (Walker and Garamvolgyi 2022). 

The fear of losing cultural, religious, and 
ethnic identity, coupled with the escalating 
violence perpetrated by fundamentalist Islamic 
organizations in the Middle East and Europe, 
has led to a significant decrease in the pace 
of Muslim migration to Europe. Even German 
Chancellor Angela Merkel, who in September 
2015 declared that “our economy is healthy, 
there is no limit on the number of refugees 
we can take in” (Calcalist 2015) and opened 

the gates of Germany to Arab Spring refugees, 
particularly Syrians, changed her policy a short 
time later. After the success of the right-wing 
party Alternative for Germany in the September 
2017 elections, Merkel was obliged to change 
her immigration policy, and Germany began to 
restrict entrance from the Middle East (Shavit 
2022; Shubert and Schmidt 2019). In order to 
limit the scale of migration from the Middle 
East and Afghanistan, since 2016 the European 
Union (EU) has paid Turkey billions of euros to 
prevent migrants from moving from its territory 
to the EU (Uni 2020).

The third type of demographic threat is an 
internal struggle that may be religious or ethnic, 
or sometimes both, for dominance in a country. 
A clear example of this type of demographic 
threat is that all internal struggles throughout 
the Arab region since the onset of the Arab 
Spring, without a single exception, are based 
on religious and/or ethnic grounds. This is the 
situation in Yemen, Syria and Iraq, as well as 
in Lebanon almost since its independence. In 
each of these countries, at least one religious 
or ethnic group is vying for dominance over 
the entire country, or to obtain some form of 
autonomy, as is the case with the Kurds in Iraq. 
In the Syrian case, with over 90% of the refugees 
who have left the country since the onset of 
the civil war in 2011 being Sunni Muslims, the 
Alawite regime has succeeded in increasing the 
proportion of Alawites among the population 
remaining in Syria from approximately 12% 
prior to the onset of the civil war to about a 
third a decade later (Kleiman 2020; Winckler 
2017; Nowrasteh 2015).

The fourth type of demographic threat 
derives from the age structure of the population. 
In countries with a youthful age structure—a 
result of many decades of much higher 
fertility rates than the replacement-level 
rate1—the threat lies in a very low labor force 
participation rate, as a large proportion of the 
population is below working age, resulting in 
a low breadwinners/dependents ratio. This 
situation will persist for at least three more 



87Onn Winckler  |  At Home and Abroad: The Changing Demographic Threat to Israel

decades, even if the fertility rate declines to the 
replacement-level rate due to “the demographic 
momentum” phenomenon.2 Currently, this 
is the situation in Egypt, Jordan, and the 
Palestinian Authority (PA) in the Middle East, 
as well as in all sub-Saharan African countries. In 
contrast, in countries with an old age structure 
resulting from fertility rates persistently below 
the replacement-level rate for an extended 
period, the demographic threat manifests as 
a low labor force participation rate. This is due 
to a large proportion of the population being 
above working age.3 Additionally, there are 
escalating costs associated with providing 
health and welfare services to an increasingly 
aging population (Slobodchikoff and Davis 
2021). This situation necessitates countries to 
accept an increasing number of migrant workers 
in order to maintain a reasonable breadwinners/
dependents ratio.

At first glance, it seems that Israel has 
always clearly belonged to the third category, 
namely, facing a demographic threat due to a 
struggle between two different religious and 
ethnic groups, engaging in a zero-sum game 
on the same piece of land, while the solution of 
dividing the territory into two separate political 
entities is not acceptable to at least one of the 
rival communities.4 In this context, parallels 
can be drawn between the Zionist–Palestinian 
struggle for the area west of the Jordan River 
and the struggle among various religious sects 
for dominance in Lebanon, the Sunni–Shiite 
struggle for control of Iraq, the Sunni–Houthi 
(Shiite) struggle for control over Yemen, and, 
to a certain extent, the struggle between Arab-
Sunni rebels and the Alawite regime in Syria, 
which led to the onset of the civil war. 

However, while the sense of demographic 
inferiority among the Zionist movement prior to 
the establishment of the State of Israel and even 
after it, is understandable in light of the fact that 
the 1948 War did not end with peace agreements 
but rather by cease-fire agreements, it was 
supposed to diminish after the Oslo Accords, 
and even more so after the withdrawal from the 

Gaza Strip.5 The main purpose of both was to 
achieve a “demographic separation” from the 
Palestinians in order to maintain a solid Jewish 
majority in the State of Israel (Wertman 2021). 

Was this really the situation, and if not, why? 
Did the peace agreements with Arab countries, 
from Egypt (1979), Jordan (1994), to the Abraham 
Accords (2020), alongside the collapse of the 
“eastern front” following the elimination of 
Saddam Hussein’s regime, and the outbreak 
of the civil war in Syria, weakening the Syrian 
army, lead to a change in the traditional Israeli 
demographic concept of “growing as much as 
possible”? What were the consequences of the 
Israeli demographic policy in both areas of the 
Law of Return and the desired fertility rate?6 
And finally, what are the external demographic 
threats to which Israel is exposed?

Changes in the Israeli Demographic 
Discourse: From Deficit to Appetite
Since the balance between the number of Jews 
and Arabs in the area of Mandatory Palestine 
was perceived by both sides as a zero-sum 
game, it was clear that without a critical mass 
of Jews in the territory they would not be 
able to realize their aim of establishing an 
independent political entity. From the beginning 
of the Mandate period, the Zionist leaders did 
everything they could to increase the Jewish 
population of Palestine through immigration, 
both legal and illegal, and by encouraging higher 
fertility among the Jews (Rosenberg-Friedman 
2023). In order to prevent an increase in the 
number of Jews in Palestine, the Palestinian 

At first glance, it seems that Israel has always 
clearly belonged to the third category, namely, 
facing a demographic threat due to a struggle 
between two different religious and ethnic groups, 
engaging in a zero-sum game on the same piece 
of land, while the solution of dividing the territory 
into two separate political entities is not acceptable 
to at least one of the rival communities.



88 Strategic Assessment | Volume 27 | No. 2 |  June 2024

leaders did everything they could to limit Jewish 
immigration to Palestine and their ability to 
purchase land (Kimmerling and Migdal 1999). 

Since the 1948 War ended only with cease-
fire agreements and not with peace treaties, 
the debate regarding the balance between 
Israeli Jews and the populations of Arab 
countries, especially those hostiles to Israel 

and the Palestinians, only intensified, even 
after the establishment of Israel (Winckler 2022; 
Tal 2016; Rosenberg-Friedman 2015). In the 
publications of the Israeli Central Bureau of 
Statistics (CBS) to the present day, distinctions 
in the demographic data are made not only on 
the basis of religion but also between Jews and 
Arabs as two separate national sectors. The 
National Insurance Institute (NII) publishes data 
on poverty only on the basis of Jews and Arabs, 
and not on the basis of religion (Endeweld et 
al. 2022, 11, Table 4).

The slowdown in the pace of immigration to 
Israel after the October 1973 War until the start 
of the large immigration from the Soviet Union 
at the end of 1989, as well as the high natural 
increase rate of the Israeli Muslims,7 led to a 
constant increase in the proportion of Arabs 
among the total Israeli citizens—from 11.8% at 
the end of 19668 to 18.1% in 1990 (see Table 1).

Table 1. The Composition of the Israeli Population by Religion and Nationality, 
1949–2022 (end of the year, in thousands)

Year Jews Arabs* Others** Total 
citizens

% of Arabs 
out of total 
citizens

% of others 
out of total 
citizens

% of non-
Jews out 
of total 
citizens

1949 1,013.9 160.0 0 1,173.9 13.6 0 13.6

1966 2,344.9 312.5 0 2,657.4 11.8 0 11.8
1967 2,383.6 392.7 0 2,776.3 14.1 0 14.1
1980 3,282.7 638.9 0 3,921.7 16.3 0 16.3
1990 3,946.7 875.0 0 4,821.7 18.1 0 18.1
1995 4,522.3 1,004.9 85.1 5,612.3 17.9 1.5 19.4
2000 4,955.4 1,188.7 225.2 6,369.3 18.7 3.5 22.2
2005 5,313.8 1,377.1 299.9 6,990.7 19.7 4.3 24.0
2010 5,802.4 1,573.1 319.5 7,695.1 20.4 4.2 24.6
2015 6,334.5 1,757.8 371.1 8,463.4 20.8 4.4 25.2
2020 6,873.9 1,957.3 458.6 9,289.8 21.1 4.9 26.0
2021 6,982.6 1,997.8 472.5 9,453.0 21.1 5.0 26.1
2022 7,101.4 2,028.8 521.9 9,662.0 21.0 5.4 26.4

*	 The category “Arabs” includes Muslims, Arab Christians, and Druze.
**	 The category “Others” includes members of other religions (Buddhists, Hindus, and more) as well as citizens who 

are not classified as either Jews or Arabs in the Population Register (“eligible for the Law of Return”). Until the 
1995 census, “Others” were included in the Arab population.

Source: CBS, 2023d, Table 2.1.

Figure 1. The Proportion of Arabs and “Others” 
Among Israeli Citizens, 1949–2022 (%)

 % Arab     % Non-Jews
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The perceived demographic vulnerability, 
whether in comparison to hostile neighboring 
countries or concerning the number of Arabs 
“west of the Jordan River,” has prompted Israeli 
governments, regardless of political orientation, 
to enact policies aimed at increasing as much 
as possible the Israeli Jewish population. From 
1970 to 1996 the child allowances for the children 
of ex-servicemen and women were substantially 
higher than for children whose parents had not 
served in the security forces. For the children 
of new immigrants who had not served in the 
army, the difference between the normal child 
allowance and that of children of army veterans 
was funded by the Jewish Agency. The aim, 
of course, was to encourage higher fertility 
among the Jews (Ofir and Eliav 2005; Doron 
2005; Winckler 2022). While the fertility rate in 
all industrialized countries, without exception 
and despite the various economic benefits given 
to large families,9 fell continuously from the 
1970s, the fertility rate among Israeli Jewish 
women increased to 3.03 in 2022—double the 
average in the EU countries (see Table 2). 

The peace treaties with Egypt and Jordan, 
the Abraham Accords, the thawing of relations 
with other Gulf oil countries, along with the 
ongoing instability in Iraq and the deterioration 
of Syria to the point where it no longer 
constitutes a military threat to Israel, as well as 
the establishment of the PA and the withdrawal 
from the Gaza Strip, were all expected to change 
the demographic discourse in Israel. Not only 

was Israel no longer militarily threatened by 
its neighboring Arab countries, but it was 
also apparently no longer demographically 
threatened in the area “west of the Jordan River” 
since the Palestinians, according to the Oslo 
Accords at least, were supposed to set up a 
separate political entity. Moreover, the large 
influx of immigrants from the former Soviet 
Union,10 coupled with the ongoing decline 
in the fertility of Israeli Muslims,11 as well as 
the increased fertility rate among Israeli Jews 
(see Table 2), halted the rise in the proportion 
of Arabs in the Israeli population. From 2010 
to 2022, the percentage of Arabs in the Israeli 
population grew by only 0.6%—from 20.4% to 
21.0% (see Table 1).

Therefore, in the absence of a demographic 
threat from the hostile countries and the 
Palestinians “west of the Jordan river,” and 
considering the economic deterioration since 
the onset of the Second Palestinian Intifada 
(al-Aqsa Intifada) in September 2000, as well 

Table 2. Total Fertility Rate in a Number of Industrialized Countries and Israeli 
Jewish Women, 1980–2022

Country
Year

Israel
(Jewish 
women)

Germany France Britain United 
States

South 
Korea

Australia Japan

1980 2.76 1.44 1.85 1.90 1.84 2.82 1.89 1.75
1990 2.69 1.45 1.77 1.83 2.08 1.57 1.90 1.54
2000 2.66 1.38 1.89 1.64 2.06 1.48 1.76 1.36
2010 2.97 1.39 2.03 1.92 1.93 1.23 1.93 1.39
2022 3.03 1.46 1.79 1.57 1.67 0.78 1.43 1.26

Sources: Central Bureau of Statistics 2023b; World Bank, n.d.a.

Figure 2. Total Fertility Rate in a Number of 
Industrialized Countries and Israeli Jewish Women, 
1980–2022
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as the burst of the “dot-com bubble,”12 it was 
necessary to reduce child allowances and other 
financial benefits for large families. Indeed, 
from 2002 and even more so after the second 
Sharon government came to power in early 
2003, child allowances for larger families 
were sharply cut. Although there have been 
several changes since then, child allowances 
and tax credits for children form only a small 
percentage of household income in middle-
class households (Winckler 2022). In December 
2023, the aggregate allowance for the first three 
children was only ILS 578 (NII n.d.).

Indeed, the sharp cuts in child allowances 
and in the other economic benefits for large 
households were among the main factors 
leading to a dramatic drop in the fertility rate 
among Israeli Muslims, particularly the Bedouin 
in the Negev, whose fertility rate fell from over 
10 children per woman at the end of the 20th 
century to 4.99 in 2022 (CBS 2023d, Table 2.39).13 
In 2022, apart from the southern region, the 
fertility of the Israeli Muslims was less than 
three children (CBS 2023c; CBS 2023d, Table 
2.39). Among Christian Arabs14 and Druze, the 
fertility rate fell below the replacement-level 
rate (CBS 2023d, Table 2.41).

In 2016, Alon Tal (2016, 137) wrote that “With 
such high subsidies, there is great economic 
logic to having many children.” However, 
among Israeli Jews, even though the child 
allowances and other benefits in kind given 
to large families were sharply reduced,15 the 
fertility rate among the Ultra Orthodox—the 
poorest sector among the Israeli Jews—only fell 
slightly.16 This was partly due to the channeling 
of economic benefits to this sector other 
than child allowances, such as discounts on 
municipal taxes according to the number of 

people in the household (and not according 
to the per capita income of the household), 
special economic assistance to married yeshiva 
students, both from the yeshiva where they 
studied and from the Ministries of Education and 
Religions (Ministry of Education 2023), and more 
recently special food vouchers (Arlosoroff 2023). 
It should be noted that the fertility rate among 
non-religious Jewish women did not decrease 
even after the sharp cuts in child allowances.17

The main question that arises from these 
figures is why did Israeli governments, even 
in periods of deep economic recession, not 
change their demographic policies and try to 
slow down the rate of the population growth 
among Israeli Jews? Why even now, in 2024, 
when Israel’s population is groaning under a 
rising cost of living, alongside the enormous 
economic damages of the war in Gaza (Operation 
Swords of Iron) and high interest rates that 
affect monthly mortgage payments18—the 
highest single expense for a large percentage 
of households—no party is proposing to adopt 
the “Singaporean model,” namely full state 
funding for the first two children only, with 
costs passed to the parents from the third child 
onward in the form of high taxes (Lee et al. 1991).

It should be noted, however, that the lack 
of attempts to slow down the growth rate of 
the Israeli Jewish population was expressed 
not only by the almost complete absence of a 
debate on the anomalous fertility rates of Israeli 
Jewish women and all that entails (as we shall 
see later), but also by the fact that there has 
been no change to the Law of Return,19 even 
though since the mid-1990s many immigrants, 
and during the past decade, the overwhelming 
majority of them, do not meet the definition of 
“Jew” (Nachshoni 2019). In 2020, only 28.3% of 
all immigrants from the former Soviet Union 
were registered as Jews, compared to 93.1% 
in 1990 (Eliyahu 2022, Figure 1). During 2021 
alone, the number of “Others” rose by almost 
50,000, and since 1995, when CBS began to 
publish data on this sector, the population of 
“Others” has increased at a faster rate than any 

Why did Israeli governments, even in periods 
of deep economic recession, not change their 
demographic policies and try to slow down the rate 
of the population growth among Israeli Jews?
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other religious sector in Israel (Table 1). Why, 
in response to Tomer Moskowitz,20 expressing 
that “the Law of Return should be amended” 
to remove the grandchild clause (allowing the 
law of return of those who are a grandchild of 
a Jew), did two Knesset members from the 
Yisrael Beiteinu party21 immediately submit a 
complaint against him to the minister of the 
interior and the prime minister for “exceeding 
his authority”? (Rubin 2022). In the context of the 
desirable natalist policy for Israel, Trajtenberg 
et al. (2018, 9) wrote: “For the Israeli political 
system, any deviation from the premise that 
‛children are a blessing’ still amounts to heresy.”

The answer to this question apparently lies 
in a number of processes occurring over the 
past two decades that led to a new perception 
of the nature of “the demographic balance 
west of the Jordan River”: The first and, in my 
opinion, the more prominent was the outbreak 
of the Second Intifada. Unlike the First Intifada, 
this one was accompanied by numerous terror 
attacks in Israel itself, including high-trajectory 
shooting fire from the Gaza Strip into Israel. 
Operation Defensive Shield (March–May 2002) 
only reinforced the feeling among the Israeli 
Jewish public that the PA under Arafat’s control 
was “not a partner for peace.” Arafat’s successor, 
Mahmoud Abbas (Abu Mazen) was perceived 
from the outset as weak and thus deemed 
incapable of making decisive political moves. 
This feeling grew stronger after Fatah lost to 
Hamas in the elections of January 2006 for the 
Palestinian Legislative Authority. The failure of 
the Olmert–Abu Mazen negotiations (September 
2006–December 2008) further added to this 
feeling, both among Israel’s political leadership 
and the general public, that it is at least currently 
impossible to end the Israeli–Palestinian 
conflict. Indeed, Benjamin Netanyahu repeated 
many times that “there is no Palestinian partner 
for peace” (Benziman 2018).

The takeover of the Gaza Strip by Hamas 
in June 2007 essentially created a separate 
political entity distinct from both Israel and 
the PA. This occurred alongside the growing 

notion within Israel that “there’s nobody to talk 
with,” collectively shaping a new “demographic 
equation”—the numerical balance between 
Jews and Arabs “west of the Jordan River.” 
However, in contrast to the past, this equation 
no longer includes the Gaza Strip, and even 
following the onset of the Swords of Iron War, 
very few in Israel’s political elite or among the 
general public support the renewal of Jewish 
settlements in the Gaza Strip (Ciechanover 2023). 

“The Million Person Gap: The Arab Population 
in the West Bank and Gaza” by Zimmerman et 
al. (2006) provides evidence for supporters 
of annexing all or part of the West Bank to 
Israel. Its main conclusion is that the number 
of Palestinians in the West Bank and the Gaza 
Strip is considerably less than the number 
given in the official Palestinian publications. 
According to the findings of Zimmerman et 
al., the actual number of Palestinians in the 
West Bank (not including East Jerusalem) and 
Gaza Strip was 2.47 million in early 2004: 1.4 
million in the West Bank and 1.07 million in the 
Gaza Strip. These figures are strikingly lower 
than the official Palestinian figures. In view of 
these findings, it is clear that Israel’s fears of 
demographic pressures from these areas were 
largely exaggerated.

Opponents of the “two state solution” 
have frequently cited this research since its 
publication.22 This is because it supports 
the feasibility of annexing all or part of the 
West Bank to Israel without jeopardizing the 
Jewish majority “west of the Jordan River.” 
Eldad (2016), for example, wrote, “Anyone 
who relies on the Palestinian CBS data in 
order to determine whether there are more 
Arabs than Jews west of the Jordan River, and 
thus influence decision makers, is relying on 
propaganda, not science.” Therefore, once the 
Gaza Strip is removed from the demographic 
equation following the unilateral withdrawal, 
the demographic balance “west of the Jordan 
River” increasingly favors the Jews. Since the 
CBS includes the “Others” with the “Jews by 
nationality” in the national demographic 
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equation,23 and the majority of them vote 
for right-wing parties,24 the continuation of 
the Law of Return in its current format not 
only increases the proportion of “Jews by 
nationality” within Israel’s existing borders, 
but also preserves a solid Jewish majority 
“west of the Jordan River.” It goes without 
saying that the larger the Jewish majority 
between the Jordan River and the sea, the 
better. In light of these circumstances, it is 
easy to understand why there is a focus on 
encouraging high fertility among Israeli-
Jewish women and a reluctance to change 
the Law of Return (including the “grandchild 
clause,” which effectively includes the fourth 
generation), especially since immigration from 
the industrialized countries, where most Jews 
living outside Israel are concentrated,25 is very 
low. In 2022, out of 74,714 immigrants to Israel, 
only 7.0% (5,163) came from the United States 
and France—the two largest concentrations of 
Jews outside Israel (CBS 2023a).

East Jerusalem and the Golan 
Heights as a Precedent?
Without a political decision regarding the future 
of the West Bank, along with the economic 
advantages for Israeli citizens living there, 
such as significantly lower housing costs, tax 
benefits, and better quality public services 
(Macro 2016; Melnitchi 2019), as well as the 
proximity to Israel’s main employment centers, 
living beyond the Green Line is perceived as 
the most accessible solution for improving the 
quality of life, especially for young couples. 
Indeed, even after the signing of the Oslo 
Accords, the Jewish population in the West 
Bank continued to grow rapidly. By January 
2022, nearly 492,000 Israeli citizens were living 
in these areas (Yesha Council 2022), compared 
to 116,340 at the end of 1993 (CBS 1994, Table 
2.13), right after the Oslo Accords were signed. 
While the Israeli “Jews and Others” population 
grew by 69% from 1993 to 2021 within Israel, 
the Israeli Jewish population in the West Bank 
increased by a factor of 4.2 (CBS 2022a, Table 

2.1). In 2021 alone, the number of Israeli citizens 
living in the West Bank rose by 16,000 (Yesha 
Council 2022), representing a 3.3% increase—
nearly double the growth rate of the Israeli 
Jewish population. Assuming that the annual 
growth rate of the Jewish population in these 
areas remains at 3.3% in the medium term 
due to positive migration and a high fertility 
rate,26 the number of Israeli citizens in these 
areas will increase by another 170,000 in one 
decade reaching about 700,000 by the end 
of the next decade. If the Shomron Regional 
Council’s “One million residents in Samaria 
by 2050” program (Shomron Regional Council 
n.d.) is realized, even partially, and housing 
prices within the Green Line—especially in the 
country’s center—continue to rise, demand for 
housing in the West Bank will likely increase, 
attracting more Jewish residents to the area. 

Alongside the rapid growth of the Israeli 
population in the West Bank and its dispersal 
throughout the territory (Arieli 2022), there has 
been a gradual process of economic integration 
between the Israeli and PA economies. This 
integration has led to increasing mutual 
dependency, which is evident in the following 
five areas: 

(a) The PA’s heavy dependence on taxes 
collected by Israel: The Paris Protocol (April 
1994) established a customs union between 
Israel and the PA, allowing Israel to collect 
indirect taxes for the PA, including import 
taxes, excise,27 and VAT, and 75% of all direct 
taxes collected from Palestinians employed 
in Israel (after deducting commission and 
collection charges). Since the establishment 
of the PA, these taxes have accounted for at 
least two-thirds of its budget. The remaining 
third largely consists of donations that have 
steadily declined—from over 20% of the PA 
GDP in 2008 to 10% in 2013 and to only 1.8% 
in 2021—about a billion NIS (IMF 2023)—due 
mainly to the sharp drop in US aid during the 
Trump presidency and other international aid 
(Bossa et al. 2020). The PA’s revenues from fees 
and local direct taxation account for only a 
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The state also has favored the employment of 
Palestinians rather than foreign workers for two 
main reasons: First, the Palestinians do not live 
in Israel and therefore do not consume public 
services (health, education for their children, and 
so forth), nor do they contribute to the demand for 
housing in the major employment centers. Second, 
the security services maintain that extensive 
employment of young Palestinians in Israel 
reduces their motivation to commit acts of terror 
against Israel.

small percentage of its total revenue (Michael 
and Milstein 2021). 

(b) Mutual employment dependence: 
Despite the option of importing foreign 
workers for the construction industry, Israeli 
contractors have preferred to hire Palestinians. 
This preference for Palestinian workers is 
because the contractors do not have to arrange 
accommodation and health insurance, which 
significantly increases the cost of employing 
foreign workers. The state also has favored 
the employment of Palestinians rather than 
foreign workers for two main reasons: First, the 
Palestinians do not live in Israel and therefore do 
not consume public services (health, education 
for their children, and so forth), nor do they 
contribute to the demand for housing in the 
major employment centers. Second, the security 
services maintain that extensive employment 
of young Palestinians in Israel reduces their 
motivation to commit acts of terror against Israel 
(Bohbot 2023; Zubida 2023). Indeed, since 1967, 
the Israeli residential construction industry 
has heavily relied on Palestinian employees. 
According to Bank of Israel data, in 2022, 177,300 
Palestinians were employed in Israel, of whom 
95,900 worked in the construction industry, 
representing 28.5% of all employees in the 
sector (Bank of Israel 2023, Tables H-N-3, B-N-
35). Additionally, another 44,000 Palestinians 
were employed illegally in Israel, and about 
40,000 worked in the Israeli settlements in the 
West Bank (Etkes and Adnan 2022). Therefore, 
more than half of all workers in the PA area 
were either directly employed in Israel and 
the Israeli settlements in the West Bank, with 
or without permits, or in the PA public sector, 
which, as stated above, is funded mainly by 
taxes collected by Israel. The paralysis that 
gripped Israel’s housing and infrastructure 
sector due to restrictions on the employment 
of Palestinians in Israel, following the outbreak 
of the Swords of Iron War, illustrates the mutual 
employment dependence between Israel and 
the PA. 

(c) Foreign trade: The PA’s foreign trade, 
both import and export, is almost entirely 
conducted with Israel in NIS, rather than in 
foreign currency, which allows the PA to avoid 
holding foreign currency reserves. Prior to the 
COVID-19 pandemic, Israel was the destination 
for about 80% of all Palestinian exports, worth 
about 3 billion NIS per annum (Shusterman 
2020). Since the end of the pandemic, this 
figure has increased to about 90% in 2021 (U.S. 
Department of State 2022; IMF 2023).

(d) Water supply: Due to its limited natural 
water resources, the PA cannot rely solely on 
its own water sources. However, unlike other 
Middle Eastern countries, the PA (excluding the 
Gaza Strip) does not have access to the sea, 
making it unable to utilize desalination. As a 
result, the PA is entirely dependent on water 
from Israel.28 With the PA’s rapid population 
growth, coupled with the ongoing climate 
crisis causing a decrease in precipitation across 
the eastern basin of the Mediterranean Sea, 
this reliance on Israel is expected to increase. 
According to data from the Water Authority, 
Israel supplied the PA with 76 million cubic 
meters of water in 2021.29

(e) Electricity supply: The PA does not 
have any electricity power stations in the West 
Bank. Apart from a small amount of electricity 
produced by solar panels, Israel generates all 
electricity in the West Bank. 
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The PA’s economic dependence on Israel 
was described by Arie Arnon as follows: “The 
existence of ‛Palestine’ as a united, independent 
and separate economic entity is a fiction […]. 
Fifty-four years of Israeli control have erased the 
border between Israel and the Palestinians—not 
just the physical border but the economic border 
as well” (Goldstein 2021). The Israeli population 
in the West Bank, which stretches from the 
Jordan Valley in the north to beyond Mount 
Hebron in the south, combined with the mutual 
dependence of the two economies, means that 
the feasibility of a physical separation between 
Israel and the Palestinians on the West Bank is 
continually shrinking.

At the same time, at least up to this point, 
when Israel annexed territory and subjected it 
to Israeli law, the non-Jewish residents gained 
permanent residency status. This was the 
case in East/Arab Jerusalem in 1967 and also 
for the Druze residents of the Golan Heights 
after the Golan Heights Law was passed in 
December 1981. In addition to the security issues 
arising from the free movement of West Bank 
Palestinians within Israel, which is permitted 
for all permanent residents, consolidating 
the territory west of the Jordan River into one 
political entity would have significant economic 
consequences, which have received little 
attention until now. Even before the COVID 19 
pandemic severely harmed the PA economy, 
its per capita GDP was one-eighth that of Israel 
(Bossa et al. 2020). Since the residents of the 
PA (the West Bank, excluding East Jerusalem) 
are equivalent to about a quarter of the Israeli 
citizens,30 combining the two economies into 

one would cause a dramatic drop in Israel’s 
per capita GDP. Moreover, granting permanent 
residency status to the PA population would 
significantly increase the burden on Israel’s 
public services, particularly welfare, health, 
and education. As we will see below, these 
services already struggle to meet the standards 
expected of an OECD economy. 

Apart from the steep decline in the standard 
of living for Israel’s citizens, if the territory of the 
PA is annexed wholly or in part, the Israeli regime 
will have to change accordingly. In this context, 
Peri (2016, 114) argued that “the Israeli Jews will 
not allow Palestinians to be equal partners in 
running the country […]. In this situation, the 
inevitable outcome will be a significant decline 
in Israeli democracy.” 

In contrast, the establishment of an 
independent Palestinian state with control 
over its own borders poses a threat to Israel, 
both in terms of security and demographically, 
especially if the borders are opened to 
Palestinian refugees or even to citizens of 
adjoining Arab countries facing severe economic 
crises, particularly Lebanon and Syria. This 
danger is not merely hypothetical. In September 
2015, prior to the UN General Assembly meeting, 
Abu Mazen requested that Palestinian refugees 
from Syria be permitted to enter “Palestine” (i.e., 
the West Bank) given the ongoing civil war in 
Syria (Channel 20, 2015). For Israel’s preferred 
option—annexing part of the territory according 
to Trump’s “deal of the century” (Sher 2020)—
there was not a single Palestinian partner, while 
Jordan rejected it outright (Issacharoff and Itiel 
2020). Regardless, since the end of Trump’s 
presidency, this plan has become irrelevant. 

The Impact of the “Growing as Much 
as Possible” Policy on the Quality of 
Life in Israel
Israel’s unprecedented rapid population growth 
and its young age structure31 have significant 
consequences, some of which are irreversible 
in the short and medium term. The main ones 
are as follows:

The PA’s economic dependence on Israel was 
described by Arie Arnon as follows: “The existence 
of ‛Palestine’ as a united, independent and 
separate economic entity is a fiction […]. Fifty-
four years of Israeli control have erased the border 
between Israel and the Palestinians—not just the 
physical border but the economic border as well.
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(a) A Low Breadwinners/Dependents 
Ratio: Studies of the demographic history 
of industrialized countries show that their 
most significant economic leap forward 
occurred during a period of “demographic 
gift” (or “demographic dividend”)—a period 
when at least 70% of the population was of 
working age (64–20) and the economic activity 
rate32 of both men and women was high. Even 
though this period is temporary, lasting only 
three to four decades (in accordance with 
the age structure), it provides the necessary 
timeframe for economic advancement. This 
is because during this period, not only is 
the ratio of breadwinners to dependents 
optimal, with a small proportion of people 
below and above working age, but the country 
can also allocate resources from education, 
health, and welfare services to areas that 
promote rapid economic growth, such as 
physical infrastructure, scientific research, 
and technological development. The “Asian 
Tigers”33 during the 1960s and 1970s are 
the best example of the contribution of the 
demographic gift age structure to rapid 
economic development (Madsen et al. 2010).

In Israel, however, due to the high fertility 
rate, the population under the age of 20 has 
increased rapidly.34 Israel also faces a specific 
problem that hinders improvement in per capita 
income—a very low labor force participation 
rate for ultra-Orthodox (Haredi) men (56%) 
and Muslim women (45%)35 (CBS 2022b; Peleg-
Gabai 2022; Eretz 2023). It should be noted 
that not only is the labor force participation 
rate of ultra-Orthodox men substantially lower 
than the average rate of Israeli men, but many 
of them are also employed within their own 
community as teachers in schools and yeshivas. 
Additionally, a significant percentage of them 
do not work full-time. Among Muslim women, 
the rate of full-time employment is lower than 
the average for all Israeli women (Malach and 
Cahaner 2022; Ministry of Labor 2023).

The combination of a significant portion 
of the population being below working age, 

coupled with low labor force participation 
rates among ultra-Orthodox men and Muslim 
women—two sectors with much higher-than-
average growth rates—contributes to an overall 
low labor force participation rate for the entire 
country. Indeed, Israel’s overall labor force 
participation rate is 7%–8% lower than that 
of most other OECD countries (World Bank 
n.d.b; n.d.c).

(b) Deterioration of public services: The 
rapid population growth has led to an increase 
in demand, contributing to a decline in the 
quality of public services. One of the clearest 
expressions of this is in healthcare: by the 
end of 2020, the number of hospital beds per 
capita was 8% lower than a decade previously 
(Hillel and Haklai 2021), placing Israel among 
the countries with the lowest rates in the OECD 
(Chernichovsky and Kfir 2019). As population 
growth continues to outpace the expansion 
of health infrastructure, education, law 
enforcement, and welfare services, the quality 
of these services and the overall standard of 
living continue to deteriorate. 

(c) Overcrowding: Overcrowding is 
particularly evident along the coastal 
plain where most of Israel’s population is 
concentrated. Attempts by various governments 
to disperse the population, mainly to the Negev 
and Galilee—through generous economic 
incentives such as significant tax cuts—have 
had only limited success. This is largely due to 
the lack of an advanced transport infrastructure 
and suitable public services (Kahana 2022; 
Rosner 2023). In addition, the IDF’s need for 
extensive areas in the Negev for bases and 
firing zones further complicates the relocation 
of large numbers of people to the region. 
The result is steady overcrowding along the 
coastal plain, leading to rising air pollution 
and violence. This overcrowding is a major 
factor in the decline in the quality of life. Simply 
observing the continuously growing commute 
time between and within major employment 
hubs reveals that overcrowding not only 
diminishes the quality of life but also increases 
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living expenses. This includes the time wasted 
on commuting, along with associated travel 
costs. Moreover, it disregards expenses such as 
childcare for parents with young children and 
other additional costs resulting from longer 
commuting times.

(d) Rising cost of living: One of the most 
pressing concerns is the rising cost of living, 
particularly concerning items that cannot 
be imported, primarily land for housing 
construction. Several factors have contributed 
to the dramatic rise in housing prices in Israel 
since 2008, including the reduction of interest 
rates to only 0.1%, which lowered borrowing 
costs; the slow marketing of land; bureaucratic 
complexity in planning committees; and more. 
However, the main factor is the widening gap 
between supply and demand, which has risen 
by about 2% annually due to population growth 
(Brezis 2021). In addition to rapid population 
growth, the increasing divorce rate has also 
contributed to the demand for housing. 

(e) Perpetuation of high poverty rate:36 The 
likelihood of poverty naturally increases with 
the size of the household, meaning that a high 
proportion of large families inevitably leads to a 
higher incidence of poverty. In July 2023, fourth 
and subsequent children accounted for 14.4% of 
all children in Israel (NII 2023, Table 6.3.1). Of all 
households that received child allowance, 17.7% 
received the allowance for four or more children, 
and 8.6% for five or more children (NII 2023, 
Table 6.2.1). In 2019, even before the outbreak 
of the COVID-19 pandemic, the poverty rate 
among households with four or more children 
was 45.2%, rising to 55.6% among families with 
five or more children (Endeweld et al. 2021, 15, 
Table 4). In view of this data, it is clear why the 
incidence of poverty among children in Israel 
reached 28.7% in 2020 (Endeweld et al. 2022, 
10, Figure 2). As long as the fertility rate does 
not decline and the proportion of children living 
in households with six or more people remains 
high, the poverty rate in Israel will remain above 
20%, even with substantial increases in child 
allowances. 

External Demographic Threats
The external demographic threats to Israel—
those beyond its direct control—can be divided 
into three main categories based on different 
timeframes:

(a) The short term: Refugee influx: Since 
the end of 2019, the Lebanese economy 
has almost ceased to function, with recent 
reports from Lebanon describing almost total 
chaos. According to the Fragile States Index, 
Lebanon ranks 29th,37 similar to Venezuela 
and Iraq (Fund for Peace 2022), both of which 
have already “exported” large numbers of 
refugees to neighboring countries. Given the 
ongoing political deterioration in Lebanon, 
with no foreseeable solution, and its hosting 
of approximately 1.5 million Syrian refugees—
over a quarter of its population (Yasin 2023)—it 
is plausible to anticipate a potential influx of 
Lebanese refugees seeking safety in neighboring 
countries, including Israel. 

A similar threat of incoming refugees, 
particularly Druze, exists along Israel’s border 
with Syria. Although the civil war in Syria ended 
some time ago, the rebuilding process has yet 
to commence. As a result, Syrian refugees in 
Lebanon, Turkey, and Jordan, and certainly 
those who fled to Europe have not returned to 
Syria.38 Any worsening conditions, especially in 
southern Syria, could prompt refugees to cross 
the border into Israel.

However, the greatest and most immediate 
risk of an influx of refugees to Israel comes 
from the Gaza Strip, home to about 2.2 million 
people, with a natural growth rate of almost 3% 
annually (PCBS 2022)—doubling in size in just 
three decades. As a result of the war in Gaza, 
almost the entire population of the Gaza Strip 
has become displaced. Egypt has consistently 
refused to open its border to provide refuge for 
fleeing residents of Gaza. 

Even under optimal conditions, can the 
Gaza Strip’s economy support such a large 
population? It is very doubtful. Therefore, 
in a situation of a humanitarian disaster, 
which becomes increasingly likely as the war 
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continues, refugees from the Gaza Strip will 
naturally seek refuge in Israel. And Israel, like 
any other democratic country, has no solution 
for refugees arriving at its borders but to provide 
humanitarian aid. When discussing Palestinian 
refugees from the Gaza Strip, the West Bank, 
Lebanon, or Syria in the context of Israel, the 
issue involves not only humanitarian concerns 
but also, and perhaps more importantly, politics 
and security.

(b) The medium term: Greater pollution: 
Israel is already in the unflattering 57th position 
(out of 180 countries) on the EPI (Environmental 
Performance Index), placing it lower than nearly 
all other OECD countries (Wolf et al. 2022). Rapid 
population growth will require the construction 
of more power stations and water desalination 
plants, leading to a rise in air pollution—even if 
new facilities are built and operated according 
to the strictest standards. Furthermore, Israel 
supplies water not only to itself but also to 
the PA, the Gaza Strip, and Jordan, whose 
populations are also growing rapidly; this 
will significantly increase the demand for 
desalinated water in Israel. Israel has another 
environmental problem—its proximity to the 
Gaza Strip and the West Bank. In these areas, 
levels of air pollution are higher and likely to 
rise in the future. This increase is not only due to 
rapid population growth but also to the failure 
to enforce environmental quality standards, 
which Israel cannot impose in these areas, since 
it does not formally control them. The rising 
air pollution is already affecting the air quality 
in Israel, and this will continue, particularly in 
areas close to the Green Line (Assayag 2023).

(c) The long term: The climate change 
consequences: Global warming affects 
Israel in three main areas. The first is the 
expansion of desertification, a critical issue 
for a semi-arid country like Israel. Increasing 
desertification will harm agriculture and even 
reduce precipitation, forcing Israel to desalinate 
much larger quantities of water—due not only 
to rapid population growth but also to declining 
rainfall. Second, global warming has already led 

to flooding, especially in the densely populated 
coastal plain. Forecasts indicate that flooding 
will become more frequent, not only due to 
changes in rainfall caused by global warming 
but also because the increasing population 
pressure means fewer open areas that can 
absorb runoff water. Even today, the coastal 
plain, from Ashkelon in the south to Nahariya 
in the north, is effectively one continuous 
urban space. Third, Israel’s location on the 
seam between Asia and Africa could expose it 
to not only political refugees from neighboring 
areas but also to climate refugees from Africa. 
It should be remembered that Israel is already 
hosting tens of thousands of refugees from 
failing African countries (Michael et al. 2021).

What Next?
Although Israel’s rapid population growth 
affects all areas of life-from skyrocketing 
housing prices to deteriorating environmental 
quality, growing congestion on the roads, rising 
violence, and the ever-growing cost of living—
the subject of the desirable fertility rate for 
Israel remains an “absent presence” in the 
public, professional, and political discourse. 
What makes Israel unique is that even without 
significant financial incentives, the fertility rate 
of the middle class is almost double the average 
in OECD countries. This is driven by the victory 
of the “Zionist demographic ethos.” However, 
unlike economic changes, demographic shifts 
occur slowly over many decades. Even if the 
current fertility rate is controlled, Israel, already 
overcrowded, would still experience increased 
population due to the phenomenon of the 
“demographic momentum,” with significant 
implications for its standard of living. 

Although any change to Israel’s demographic 
policy, whether regarding the desirable fertility 

What makes Israel unique is that even without 
significant financial incentives, the fertility rate of 
the middle class is almost double the average in 
OECD countries.
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rate or the Law of Return, is an internal decision, 
it requires broad national consensus. As of 
the time of writing in early 2024, achieving a 
general consensus on such a sensitive issue 
seems impractical, given the wide divergence 
of views among the different sectors of Israeli 
Jews on this issue and others.

In addition to the “domestic demographic 
danger” posed by rapid population growth, the 
“two-state solution” is becoming ever more 
distant as the Israeli population in the West 
Bank continues to grow rapidly. Contrary to 
the common perception that Israel controls 
the future of the West Bank, preventing the 
creation of one state “west of the Jordan River” 
is something that Israel cannot do unilaterally; 
it requires a settlement with the PA, whether 
the existing one or any future version that may 
emerge after the war in Gaza. At present, the 
PA is widely seen as incapable of making any 
decisions, let alone implementing them, on 
reaching a settlement with Israel, whether 
concerning the West Bank alone or including 
the Gaza Strip in the post-war period. 

What will be the outcome of the ongoing 
process of Israel’s integration with the West 
Bank? How will this process affect the standard 
of living in Israel? What resources will be required 
to protect the growing Israeli population in 
the West Bank, and how will this security be 
achieved? When and under what circumstances 
will Israel’s rapid population growth become 
unsustainable? Only time will tell.
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increase in the interest rate meant an average rise of 
more than ILS1,000 in monthly mortgage payments 
(Green 2023). 
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36	 The term “poverty rate” refers to the proportion of 
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line. 

37	 The higher a country ranks on the index, the greater 
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38	 Estimates of the number of Syrian refugees are 
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are internally displaced (UNHCR 2023).
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