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The Political Impact of Inequality: Social Cleavages and Voting in the 1999 Elections
N. Michal Shalev, Yoav Peled and Oren Yiftachel

Previous studies of electoral behavior in Israel have demonstrated the importance of ethnic
and religious cleavages while finding little evidence for class divisions as a factor
structuring politics and predicting voter preferences. We challenge this empirical consensus
by employing three different methodologies: a reanalysis of standard survey data;
ecological analysis of aggregate election and census results; and multilevel analysis of
pooled individual and aggregate data.
All three methods attribute a major role to class along with other social cleavages. They
vary however in their anawers to the question of whether class effects are independent of
ethnicity and religion or conditional upon them.
Several factors explain the divergence between our findings and prior research. The impact
of class on voting is stronger in ecological than survey correlations because (a) the higher
quality of aggregate data allows more sophisticated conceptualization and measurement of
class; (b) class (and other social variables) are in fact grounded in communities as well as
individuals; and (c) unlike surveys, comparisons across communities capture local biases as
well as the effects of individual differences. The paper illustrates the power of multilevel
analysis to operationalize the analytical distinction between effects at the two levels of
analysis, individual voters and their local mileux.
The conclusion reflects on the Israeli paradox of class voting without traditional class
politics. We speculate that this paradox is explained by the interplay between class,
ethnicity and culture under the specific conditions that pertain in the Israeli case. The class
position of Ashkenazim and Mizrachim, and the contemporary surge of identity politics, are
interconnected-not alternative-foundations of class voting among non-Arab Israelis.

Fundementals, Central Bank Intervention and Exchange Rate Behavior
Pierre Collin Dufresne, Nathan Sosner and Eran Yashiv

The paper studies the behavior of fundamentals, central bank intervention and the resulting
exchange rate behavior using a structural optimization model and a unique data-set. This is
Israeli data of almost 1000 daily observations on a directly-observed fundamental, the

amount of central bank intervention and exchange rates at the opening and closing of
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trading. We characterize the behavior of fundamentals and intervention using various
descriptive statistics, propose a model of optimal central bank intervention, and structurally
estimate the model.

Key words: fundamentals, exchange rates, central bank intervention, optimal policy,
structural estimation, censored decision variables.

The Participation of Female Immigrants in Vocational Training
Zvi Eckstein, Sarit Cohen

This paper studies the transition of female immigrants from the former Soviet Union to the
Israeli labor market and their participation in government-sponsored training programs. To
study the determinants of the duration to training we estimate a Cox proportional hazard
model. We find that higher education leads to a significantly shorter duration to training,
whereas immigrants who were older at arrival have a longer duration to training. We
formulate a life-cycle model for the integrated labor supply and participation in training
decisions. According to the model, the investment in human capital is endogenous and
takes two forms: accumulating occupation-specific work experience through an active
participation in the Israeli labor market and participating in a government- sponsored
classroom training, during which, the immigrant is not allowed to work. Simulating the
model under the assumption that training administrators allow free entry to training
programs, we are able to generate the observed peak in the participation in training during
the third and forth quarter after arrival, and a moderate decline in the participation rate after

one year of residency in Israel.
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*“ Continuous Trading or Call Auctions: Revealed Preferences of Investors at TASE”
Avner Kalay, Li Wei and Avi Wohl

We find lower relative volume for smaller cap stocks following the recent move (1997-

1998) of TASE to continuous trading. However, this reduction occurred prior to their move
to continuous trading. The Transition of small-cap securities to continuous trading is
associated with an increase in their volume and with a positive stock price response
(positively correlated with the volume increases). Hence, unlike the recent decision of the
Paris Bourse, our evidence indicates that we should move small-cap stocks to continuous
trading as well. Finally, following the move to continuous trading, security prices are

noisier and they adjust faster to new information.
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