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The Economy of Tomorrow: Abstract

Israel is currently confronting a combination of economic, social and environmental crises.
Crisis management must also be integrative in order to create a sustainable and healthy
economy that bridges social gaps while generating real quality of life in a manner that does not
harm residents’ pocket and health or undermine their trust while weakening the social fabric.
The Economy of Tomorrow document introduces a holistic, cross-disciplinary approach that
does not settle for environmental hazards or can be classified as “tree hugger”, but is also
practical and supported by data and experience. The Economy of Tomorrow is a decision-
supporting tool that offers creative alternatives in chapters discussing success indiced green
taxes, transportation, energy, green society and employment.

Chapter 1 - Prosperity Index:

Many Western countries, including Israel, have adopted a pervasive consumer culture that
teaches us from birth that our sense of satisfaction and status in society depends on material
possessions. The GDP (Gross domestic product) is the main instrument in the Western world
that frequently serves as a quality of life indicator. The GDP is primarily based on consumption,
production and money exchanges. Although Israel’s economic policies strive for continual
growth in the GDP, an increase in this indicator does not necessarily reflect increased wealth
or well being. For example, smoking, traffic accidents, environmental pollution, divorce and
even war - all involve economic activity that are considered positive value in the GDP despite
the significant damage they inflict. On the other hand, the GDP ignores improvements in
quality of life and inequality in revenue distribution.

If the indices we use fail to reflect this situation, indices that will provide optimal policy
guidelines and data must be found. The chapter introduces various alternative indices that
have been adopted around the world for years (e.g. happy planet index or the Israeli GPI -
Genuine Progress Indicator), and proposes that policy makers create a reliable set of indices
that assist in considering the needs of future generations while putting in place of credible
sustainability policies that can serve as a basis for actual well being.

Chapter 2 - Green Taxes

Market economies generally adopt an economic method that encourages economic creativity
and efficacy. Concurrently, economists agree that free competition in some sectors has failed
to maximize benefits to the public since the external impact of production or consumption are
not internalized by the manufacturer or consumer. Under these circumstances, the negative
effects of production or consumption hinder the market from achieving social optimum and
sustainable growth. Environmental and social issues are classic examples of external effects
that are not internalized by the market economy model. Many countries around the world are
seeking to correct market deficiencies.

This chapter introduces examples and proposals for taxes and subsidies in which the
polluter pays on the one hand, and non-polluting activities receive positive reinforcement
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in the form of subsidy incentives on the other. The document calls the regulator to
identify erroneous incentives and to reduce their use while also proposing legislation that
would incorporate costs in the strategic accounting of government and private companies.

Chapter 3 — Transportation:

Improving the efficiency of the transportation system is one of the pillars in increasing market
productivity, lowering cost of living, lowering housing prices, reducing the damage caused
by air pollution and in reducing fuel imports. Quality public transportation is also critical to
increasing equality between the various sectors and between the periphery and the center
of the country, providing everyone with the opportunity for social advancement by ensuring
access to sources of education and jobs. Despite this, the government chooses to continue
to shelve good programs for many years while and avoid prioritizing mass transportation.

This chapter discusses the negative impact of insufficient investment and planning of
transportation, and proposes solutions in several categories: legislation and budget,
investment in buses, investment in pedestrian solutions, investment in bicycle transportation,
demand management and urban planning as well as policies for employers in the government
and private sector.

On the national level, electricity production is one of the main sources of pollution. Ministry
of Environmental Protection calculations found that the average external cost of electricity
production (including healthcare system expenses and loss of productivity in the market)
is 9.58 agorot per Kw/hour, or 1.5 NIS billion per year. It should also be remembered that
electricity production today is based on fuels whose prices are expected to rise over the next
several decades. Furthermore, many fuels come from sources hostile to Israel. Creating an
alternative to energy production that is not dependent on external parties will guarantee Israeli
independence and strength in the event of war or economic crisis. In addition, climate change
is a global threat that can only be confronted through regional energy cooperation.

The chapter proposes measures to manage a sustainable energy market in Israel through
behavioral change regarding energy consumption, demand management in private homes
and government institutions, extensive use of renewable energy and natural gas, advanced
technologies for electricity production and delivery, establishment of a national foundation for
energy efficiency, stringent standards for green construction, promotion of extensive regional
cooperation in electricity production and delivery as well as community ventures in energy
production and efficiency.

Chapter 5 — Social Justice:

The fruits of economic growth are concentrated in very limited sector of the population
while income gaps are growing and welfare is not ‘trickling down’ to the lower classes. The
Gini Index for inequality in Israel is among the highest among OECD countries and Israel is



ranked 5th of 27 countries. Furthermore, the group of the ‘working poor’ - people who work
but who are unable to exit the cycle of poverty - is steadily growing. Social unrest indicates
that the middle class also encounters difficulties in coping with the high cost of living in Israel.

This chapter introduces solutions and policy tools in various areas: green employment for
neglected populations, an open local economy that supports small and medium-sized
businesses and promotion of social and environmental justice policies that would facilitate a
balance between success and the needs of future generations.

Chapter 6 — Green Jobs:

In recent years, an employment sector has emerged in Israel involving green jobs. This
industry, like the hi-tech sector that is currently flourishing, can and should be a cornerstone
for Israel’s technological future, one that will be reflected in the development of human capital
and job creation. This chapter discusses examples from Israel and overseas (such as solar
heaters in Israel that created an entire green industry or the wind energy industry in Denmark).
The chapter proposes implementing similar models in the renewable energy, water quality and
recycling, clean tech and green Building sectors.

The chapter suggests to use the green employment sector to help integrate women and other
population sectors in the job market, and believes that within several years, tens of thousands
of jobs can be created that will help create a cleaner, healthier country.
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“Currently, tax laws not only miss huge opportunities to
clean up the environment, they also actively lead to worse
environmental outcomes. These days, we do not have the

luxury of passing up such viable options.”

William G. Gale
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“Policymakers are holding it up, saying there are no
passengers and they don’t want to invest in [transportation]
fleet. First, they need to create a good partnership and
create an attractive system, then they will have the
passengers, and then they will have a low-cost solution.”

Jaime Lerner, former mayer of Curitiba
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“The cheapest kWh of energy is the one you don’t use.”
Delvin Lane, 2010

“I have no doubt that we will be successful in harnessing the sun’s
energy.... If sunbeams were weapons of war, we would have had solar
energy centuries ago.”

Sir George Porter, 1973
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“We need to build strong communities and increase trust
and faith between cultures, ethnic groups and individuals.
This will help us achieve sustainability.”

Dr. Karl-Henrik Robeért
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“I do not believe you can do today’s job with yesterday’s methods and be in
business tomorrow “

Nelson Jackson
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