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Budgetary Governance in Practice: Israel 

Economic context 

Economic growth in Israel is projected to strengthen to above 3.25% in 2018 and 2019. 

Domestic demand will be supported by accommodative fiscal and monetary conditions, the 

development of new gas fields and higher wage increases due to the persistence of low 

unemployment. With the somewhat stronger external environment, exports are also picking 

up as the shekel has stabilised at least temporarily. 

Fiscal policy plans 

The government’s fiscal policy goal is to reduce the fiscal deficit in the upcoming years by 

approximately 0.25% of GDP each year up until 1.5%; reaching a debt-to-GDP ratio of 

50% and keeping government expenditures as percentage of GDP broadly stable. 

 
  

A: Fiscal Balance and Public Debt B: Fiscal Policy Plans

C: Public Investment D: Expenditure by function (2016)

Source: OECD National Accounts Statistics (database).

Information on data for Israel: http://dx.doi.org/10.1787/888932315602.

Note: The graph is referring to government investment as a 

percentage of GDP and as a share of total government 

expenditures.

Source:  OECD National Accounts Statistics (database); Eurostat 

Government finance statistics (database).

Note : The graph is referring to general government fiscal balance 

and general government gross debt as defined in the OECD 

National Accounts Statistics.

Note : The graph is referring to Fiscal Policy Plans that are 

implemented and/or officially announced as of November 2017 

and as indicated by the country. Actual results in graph A may 

differ as the Fiscal Policy Plans are prepared by the country 

beforehand and as the Debt and Balance Plan reported by the 

country are based on the country’s own definition; Data are 

referring to general government.

Source: OECD National Accounts Statistics (database); 

Eurostat Government finance statistics (database).

Source: 2018 OECD Fiscal Plans and Budgeting Framework 
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Developments in budgetary governance  

Israel has a distinctive system of biennial rather than annual budgeting, in place since 2009.  

This involves the government submitting a budget proposal for the two upcoming fiscal 

years21.  

Israel does not have independent institutions (such as a fiscal council or Supreme Audit 

Institution) on the same model as other OECD countries, although some objective, 

professional inputs to the budget process are in place including a new ‘consensus 

methodology’ to support the Chief Economist’s economic forecasts and assumptions. 

Israel does not publish distributional impacts of budget measures although there are some 

advanced elements of gender budgeting.  

 

 

 

Central Budget Authority 

Ministry of Finance 

 

Weblink: http://mof.gov.il/en/pages/default.aspx 

Legal Framework 

The Basic Law sets out fundamental requirements 
regarding submission of the state budget to the Knesset 
(or a designated committee), with other key details to be 
prescribed by law.  

 
 

Budget coverage 

The budget document covers central government. Israel has a single tier 
of local government: while a process of fiscal decentralisation is 
underway, the level of overall public spending managed by local 
authorities is small in international terms. However, local authorities 
implement around 60% of overall public investment.  

Budget cycle 

Budget circular  early June 

Pre-budget statement n/a 

Negotiations with line 

 ministries 

summer 

Executive budget proposal early November 

Parliamentary vote on budget end-December 

 Start of financial year   1 January 

In-year budget execution reports  

Mid-year implementation report  n/a 

 End of financial year   31 December 

Year-end financial statement end-April 

Audited financial report  end-April 

Parliamentary accounting  n/a 

 

  

 
21 In early 2018, the budget proposal was submitted and approved in respect of 2019 only, due to the 

scheduled general election in 2019. 

http://mof.gov.il/en/pages/default.aspx
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Israel’s application of OECD budget principles “at a glance” 

 

1. Fiscal policy 

objectives 

The fiscal rules set a maximum budget deficit target (currently 1.5% of GDP), and an expenditure 
growth limit (currently 2.75% p.a. in real terms). The government has also set a debt target of 50% 
of GDP. A “Numerator” rule was introduced in 2016 as an additional constraint, limiting the 
government’s ability to incur new spending commitments without identifying a funding source.  

2a. Strategic alignment  The budget allocations do not make explicit the alignment with medium-term governmental objectives. 

2b. MTEF  Since 2015, the executive’s budget proposal includes a detailed triennial plan to inform the continuity of 
policy development. The triennial plan may be revised in subsequent budget proposals. 

3. Capital and 

 infrastructure  

Capital budgeting is mostly initiated and governed via the line ministries. At present there is no long-term 
strategic infrastructure plan currently in place, at central level. A central PPP unit provides guidance on 
this mode of capital procurement and delivery.  

4. Transparency and 

 accessibility 

Key budget reports are published, and there have been improvements over recent years in the provision 
of open budget data. The Ministry of Finance has a web app to provide full details of the annual budget, 
including details of execution.  

5a. Parliamentary engagement The Knesset has authority over the annual budget. Its Finance Committee is a powerful and prestigious 
body that exercises significant de facto control over budgetary management. 

5b. Inclusive public / civic debate Limited opportunities for the general public and civil-society bodies to engage with the budgetary process. 

6. Financial reporting and 
accounting  

A cash basis is used for budgeting and reporting. 

7. Budget execution Large discretion is available to the Ministry of Finance, with oversight from the Knesset’s Finance 
Committee, to adjust and reallocate the budget during the year. In recent years, the transparency of this 
process has been improved, and reforms are ongoing aimed at reducing the need for budgetary changes 
within the year. Line ministries may reallocate within their budgets only with approval of the Ministry of 
Finance. 

8a. Performance budgeting n/a 

8b. Evaluation and VFM n/a 

9. Fiscal risk and long-term 
sustainability 

Fiscal risks are taken into account by the Chief Economist in the context of preparing official forecasts 
and determining policy assumptions. 

10. Quality assurance and audit Economic forecasts are prepared by the Chief Economist in the Ministry of Finance; formerly these 
forecasts had been prepared by the Ministry’s budget bureau.  

The State Comptroller and Ombudsman is established under the Basic Law and its functions include 
efficiency audit and integrity audit.  

Note: Rows in bold represent notable international practice. 

  




