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Introduction

Objectives of the Seminar
1. Familiarity of INDC participants with major issues in the state budget.
2. Familiarity of INDC participants with the Israeli budgeting process at the macro level

Learning Method
1. [bookmark: _Toc3472857]The seminar will open with a 30-day tour to expand horizons in the visitors' museum's coin exhibition, led by Zadok Alon of the Bank of Israel.
2. The seminar will include three lectures from different perspectives on the budgeting process:
a. Mr. Shaul Meridor - Head of the Budget Division of the Ministry of Finance: Challenges of Building the State Budget.
b. Brig. Gen. Ariella Lazarowitz - Financial Advisor to the Chief of Staff (General) - The Defense Budget Where to?
c. Meirav Arlosoroff - Senior Journalist at TheMarker - Political Economy.

Where and When?
· The seminar will be held on Thursday 18.4.2019 between 8:15 and 15:30.
· The seminar will take place at the Visitors Center of the Bank of Israel in Tel Aviv, 37 Lilienblum Street, Tel Aviv.

 (
Bank of Israel Main Entrance 
) (
Entry to the Visitor’s Center
)[image: ]


View from Rothschild Street:
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Seminar Schedule

	Time
	Subject
	Lecturer

	7:45
	Departure from MABAL on bus
	

	08:15-09:00
	Gathering and breakfast
	

	09:00-09:30
	A tour of the Visitors' Center and a lecture
	Dr. Zadok Alon (Bank of Israel)

	09:30-10:45
	Budget Department
	Shaul Meridor - Finance Budget Division

	10:45-11:15
	Break
	

	11:15-12:15
	The defense budget
	Brigadier General Ariela Lazarovitz - the General Counsel

	12:15-13:45
	Lunch – Petrozilia Restaurant
	

	13:45-15:00
	Political economy
	Meirav Arlosoroff

	15:00-15:15
	Summary
	Dr. Eyal Argov



















Background on the State Budget

The state budget is the main tool used by the Israeli government to implement its priorities and to determine the level of government expenditure. The state budget consists of a list of items and sub-sections that represent a particular activity. For each such activity, the state allocates a budget in the budget law, in a scope determined every year or two. The utilized budget in each of the items serves as an indication of the activity to which it was allocated     
The state budget is divided into three main components:
· Government expenditure - Budgets intended to operate the government apparatus: the existence of the mechanism itself, the implementation of regulation, the existence of the judicial system, defense and police expenses, repayment of government debts and interest payments,
· Transfer payments - funds transferred by the government to individuals regardless of the production of goods and services by those individuals (such as income support payments, unemployment benefits and child allowances)
• Government investments - investments in the development of infrastructure intended to increase the economic activity of the economy: investments in roads, seaports, desalination plants, and the like.
The state budget is not only a professional-economic matter, but a political choice. A government will be considered more "right" (economically) as it reduces government intervention in citizens' lives, meaning that it will strive for a market that is more free of government regulation and regulation while reducing government budget and deficit. A government will be considered "leftist" (economically) or "social" as it increases transfer payments to weaker populations. The State of Israel was founded as a closed social welfare state. Since 1985, the stabilization program, which led to the opening of the economy to competition and the transformation of the state into a more capitalist one, was implemented.
Preparation of the state budget for a certain year begins in May-June of the year before. The Budget Division of the Ministry of Finance presents the macro-budgetary principles for the coming year and the timetables planned for discussions in the Government and the Knesset. Government ministries coordinate their demands and budget plans and hold discussions with the management of the ministries to determine internal priorities.
The deadline for approval of the budget proposal by the government and its submission to the Knesset is the end of October. In practice, the government is trying to approve the budget proposal a little earlier in order to allow the Knesset to study the budget before the vote (usually during September-October). On the night of the vote on the budget, the Budget Division raises a majority for the budget proposal by way of negotiations with each of the ministers and the ministry's staff, and by responding to some of the demands raised by the ministry.
A public debate is held in a budget that is placed on the Knesset table and is usually voted on the last day of the fiscal year that ends. Because of the centrality of the state budget as a tool for determining and implementing government policy, accompanied by approving the budget in a fierce struggle, which tries each of the coalition partners to achieve the largest possible budget offices and organizations supported by them. In many cases, offices and public institutions whose budgets are scheduled to be cut, are working hard to prevent his transfer, while spreading threats that the cuts will harm vital services. Similar negotiations taking place in the government, prior approval of the budget, putting MKs of different factions and the government responded to lawsuits and partly to ensure the required majority. If the state budget is not approved by March 31, the Knesset is dispersed and elections are declared. If the budget is not approved by the beginning of the fiscal year, government ministries are entitled to spend the twelfth part of the budget last year.
Simultaneously with the approval of the State Budget, the Ministry of Finance submits to the Government and the Knesset the Arrangements Law. The support of ministers and Knesset members in the Budget Law and the Arrangements Law is accepted as a package.
In some years the government sets a two-year budget. Sometimes the budget is constructed biannually because it is approved at a very late stage within the first budget year, and sometimes in order to ease the political burden of approving the budget in the government and the Knesset. According to the Basic Law: The State Economy, "the budget will be for one year." In 2009, the Basic Law: The State Budget for 2009 and 2010 was enacted as a temporary provision, in order to allow, for the first time, the enactment of a two-year budget. The petition was rejected, but President Dorit Beinisch stated in her ruling: "It would be better if in the future the Knesset refrain from using temporary orders to amend constitutional provisions." Despite this reservation, A two-year budget was set for 2013-2014, as are the years 2015-2016, followed by the years 2017 to 2018. In 2016 another petition was submitted, requesting the annulment of the temporary order for 2017 and 2018 because it was received with no authority. The High Court of Justice issued a nullified notice stating that "there is no longer room to amend the Basic Law and to establish a non-one-year budget by way of temporary order, and insofar as this is done, This alert. "

Appendix A: How do you build a budget?
)From the Ministry of Finance website:https://mof.gov.il/BudgetSite/statebudget/Pages/PlanningBudget.aspx(
A. The steps in building the state budget: 
· Assessing the total increase in government liabilities (construction of the "automatic pilot") for the subsequent budget year derived from legislation, case law, government decisions, agreements binding the state, and more.
· Setting the growth forecast and estimating the state's revenues for the following year - The forecast is based on various forecasts, including the forecast of the Economics and Research Department and the Bank of Israel. The forecast of growth derives from the forecast of state revenues.
· Calculation of the expenditure limit and deficit ceiling - Calculation of the permitted expenditure framework in accordance with the Reduction of the Deficit and Limitation of Budgetary Expenditure Law, 1992. This law determines, on the one hand, the permitted rate of increase in expenditure from one budget year to the next, and on the other hand, the maximum permissible deficit
· Policy making by the Prime Minister and the Minister of Finance- When the budget aggregates are presented to the government (the total increase in government liabilities, the permitted increase in government expenditure, total state revenues, the deficit of results), policy decisions are taken regarding the necessary steps to convene the budget for the fiscal frameworks established by law. Or measures aimed at reducing government expenditure.
• Government Resolutions - Final Discussion - Decisions on the economic policy for the next year, which were received by the Prime Minister and the Minister of Finance, are submitted for Cabinet approval, and the budget is approved by the government in July and August.
• Ministerial Committee on Legislation - There are government decisions that require legislative changes to implement them. These decisions are discussed by the Ministerial Committee on Legislation.
• Building the detailed budget - After the final discussion in the government, the detailed budget is being prepared, as well as the explanatory notes to the budget, carried out together with the government ministries.
• Submission of the Budget and Economic Policy Law to the Knesset - In accordance with the Basic Law: The State Economy, the Budget and Economic Policy Bill will be submitted to the Knesset no later than 60 days before the beginning of the fiscal year, ie the end of October.
• Discussion and approval of the Knesset's Budget and Economic Policy Law - during the months of November and December, discussions are held on the budget and on legislative changes required by the economic policy of the various Knesset committees. At the end of December, a second and third reading is held.
• The Basic Law: The Knesset states that if the Budget Law is not passed within three months of the beginning of the fiscal year, the day after the end of the said period shall be deemed to have been decided by the Knesset prior to the end of its term of service.





B. Fiscal Policy - two rules for determining the state budget
 The state budget is committed to meeting two fiscal limitations - the expenditure limit and the deficit ceiling:
1. Expenditure limit - The expenditure limit determines the maximum rate of increase in government expenditure permitted in the state budget from one budget year to the next. The expenditure limit is determined on the basis of a formula approved by law. As of 2015, the permitted increase is determined according to the following formula:[image: https://mof.gov.il/BudgetSite/PublishingImages/%D7%AA%D7%A7%D7%A6%D7%99%D7%91%20%D7%94%D7%9E%D7%93%D7%99%D7%A0%D7%94/PlanningBudget1.JPG]
 (
Average growth rate of the population in Israel in the three years before the Budget Law, during which the Central Bureau of Statistics published the population growth rate
) (
Sum of increase in government exp
enditure
) (
Debt/product ratio
) (
Average of increase in population over the past three years
) (
Rate of budget increase
)

2. The deficit ceiling - the aforementioned limitation states that when building the state budget in a given year, the planned budget deficit will not deviate from a certain ceiling determined by law as a certain percentage of GDP. In 2019, this ceiling stood at 2.9% of GDP.
​ 

 








[bookmark: _Toc3472861] (
The main points of the budget
 2019
) (
President of the State and his office
The Knesset
Prime Minister's Office
Ministry of Finance
Ministry of Interior
Department of Justice
Ministry of Foreign Affairs
National Security Council
State Comptroller
Elections and party financing
Local authorities
Ministry of religious services
Population, Immigration and Border Crossings Authority
) (
Headquarters offices
) (
Part I: Regular Budget
) (
Part I: Regular Budget
Part B: Development Budget and Capital Account
) (
The budget for calculating the spending limit
Payment of debts other than payment of debts to the National Insurance Institute
) (
Total
) (
Peak manpower
) (
Authorization to commit
) (
Expenditure
 
dependent
 
on
 income
) (
Concentration of the first addition
            
E
xpense
   
     
 
) (
Budget proposal for fiscal year 2019
(
Thousands of NIS
)
)Appendix B: The State Budget For 2019[image: ]

 (
Ministry of Construction
Ministry of Energy and Water
) (
Infrastructure
) (
Ministry of Science, Technology and Space, Ministry of Culture and Sport
Ministry of Education
Higher education
Ministry of Social Affairs and Social Services
Ministry of Health
The Holocaust Survivors Rights Authority
Social Security
Ministry of Immigrant Absorption
Employment
) (
Social services
) (
Ministry of Public Security
Ministry of 
Defence
Civilian emergency expenses
Coordination of Activities in the Territories
Various defense expenditures
Atomic Energy Commission
Released Soldiers Act
) (
Security and public order
) (
The budget proposal for fiscal year 2019
) (
Peak manpower
) (
Authorization to commit
) (
Expenditure
 
dependent
 
on
 income
) (
Concentration of the first addition
            
E
xpense
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 (
Ministry of Transport and Road Safety
Government Water and Sewage Authority
Construction and housing grants
Israel Mapping Center
) (
Development budget
) (
Part B: Development Budget and Capital Account
) (
Payment of interest and commissions
) (
Repayment of debt
) (
Pensions and severance pay
Various expenses
General reserve
Supervisory authorities
) (
Other expenses
) (
Ministry of the Environment
Ministry of Agriculture 
and
 Rural Development
Ministry of Tourism
Economics and industry
Ministry of Communication
) (
Economic sectors
) (
The main points of the budget
 2019
) (
Peak manpower
) (
Authorization to commit
) (
Expenditure
 
dependent
 
on
 income
) (
Concentration of the first addition
            
E
xpense
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 (
The budget proposal for fiscal year 2019
) (
Other development expenses
) (
Other expenses
) (
Manufacturing
Development of tourism
) (
Economic sectors
) (
Apartment block
Waterworks
Development of transport
) (
Infrastructure
) (
Education
Health
) (
Social services
) (
Police and prisons
) (
Security and public order
) (
Government housing
Courts 
) (
Headquarters offices
) (
Peak manpower
) (
Authorization to commit
) (
Expenditure
 
dependent
 
on
 income
) (
Concentration of the first addition
            
E
xpense
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 (
Payment of debts
Thereof: Payment of debts to National Insurance
) (
The net budget (479,604,627) less payment of debts (95,349,500), excluding payment of debts to the National Insurance Institute (13,176,000
)
The Knesset's annual budget proposal is submitted to the House Committee for approval by the Speaker of the Knesset and constitutes part of the Budget Law
.
The budget of the State Comptroller's Office is determined by the Finance Committee of the Knesset and constitutes part of the Budget Law. Details of this budget are published separately under the Basic Law: The State Comptroller
) (
Debt repayment
) (
Peak manpower
) (
Authorization to commit
) (
Expenditure
 
dependent
 
on
 income
) (
Concentration of the first addition
            
E
xpense
   
     
 
) (
The budget proposal for fiscal year 2019
)[image: ]









[bookmark: _Toc2976646]Appendix C: Basic Law: The State Economy [footnoteRef:1]* [1: ] 

 

	
	Taxes, compulsory loans, and fees
	1. (a) Taxes, compulsory loans and other compulsory payment shall not be imposed, and their amounts shall not be varied, save by or under Law; the same shall apply with regard to fees.
(b) Where the amounts of any taxes, compulsory loans or other compulsory payments, or fees, payable to the Treasury are not prescribed in the Law itself, the amounts prescribed therefor by regulations shall require approval - in advance or within the period prescribed by the Law - by a decision of the Knesset or of a committee of the Knesset empowered by it in that behalf.

	State property
	2. Transactions in State property and the acquisition of rights and assumption of liabilities on behalf of the State shall be effected by a person empowered in that behalf by or under Law.

	The State Budget
	3. (a) (1) The State Budget shall be prescribed by Law.
(2) The Budget shall be for one year and shall set out the expected and planned expenditure of the Government.
(b) (1) The Government shall lay the Budget Bill on the table of the Knesset at the time prescribed by the Knesset or by a committee of the Knesset empowered by it in that behalf.
(2) The Budget Bill shall be accompanied by an estimate of the sources for financing the Budget.
(c) In case of necessity, the Government may bring in an Additional Budget Bill during the financial year.
(d) Where it appears to the Government that the Budget Law will not be adopted before the beginning of the financial year, it may bring in an Interim Budget Bill.
(e) The Minister of Finance shall submit to the Knesset every year a report on the implementation of the State Budget. Particulars shall be prescribed by Law.

	Currency notes and coins
	4. The printing of legal tender currency notes and the minting of legal tender coins, and the issue thereof, shall be done under Law.

	Inspection
	5. The State economy shall be subject to the inspection of the State Comptroller. Particulars shall be prescribed by Law.






RABIN YITZCHAK 
Prime Minister
EFRAYIM KATZIR
President of the State

* Passed by the Knesset on the 13th of Av, 5735 (21st July, 1975) and published in Sefer Ha-Chukkim No. 777 of the 23rd Av, 5735 (31st July, 1975), p. 206; the Bill and an Explanatory Note were published in Hatza'ot Chok No. 1039 of 5733, p. 147.









































[bookmark: _GoBack]Appendix D: The Lecturers At The Seminar

Mr. Shaul Meridor - Head Of The Budget Division Of The Ministry Of Finance
[image: ×ª×�×¦×�×ª ×ª×�×�× ×� ×¢×�×�×¨ ×©×�×�×� ×�×¨×�×�×�×¨]
Shaul Meridor holds a B.A. in Philosophy, Economics and Political Science from the Hebrew University of Jerusalem.
Meridor began his career in the public sector as soon as he completed his studies in 2002. His first position was in the budget department of the Ministry of Finance, where he continued to serve in several positions until 2013, when he served as deputy director of budgets for energy, water, transportation and agriculture. Among other things, he managed, under Finance Minister Yuval Steinitz, the work of the Sheshinski Committee, and promoted reforms in the electricity and gas sector. Meridor was involved in many moves during his work at the Ministry of Finance, including the "Open Skies" reform and the Water Corporations Reform.
· In 2013 Meridor went to the private market, and in his last position served as CEO of Green Energy Renewable Energy for a period of six months.
· In 2015, Meridor was appointed director general of the Ministry of Energy, which dealt, among other things, with the issue of gas at the Tzemach Committee and the reform of the IEC.
· In 2017, Meridor was appointed head of the Budget Division of the Ministry of Finance.
Shaul Meridor was born on June 17, 1976. He currently lives in Jerusalem and is married to Yael and has four children. Shaul Meridor's father is former minister Dan Meridor and his mother is the economist Dr. Liora Meridor.




Brigadier General Ariela Lazarovitz - The General Counsel
[image: ]Ariela Knoll Lazarowitz is an IDF officer with the rank of Brigadier General, a member of the General Staff Forum and has served as financial advisor to the Chief of Staff and Head of the Budget Division of the Ministry of Defense since September 2017. Lazarovitz is the first woman to serve as Chief Financial Advisor to the IDF Chief of Staff The Company is in the General Staff forum.
In previous positions in the IDF, Lazarov served as head of the Land Budget Department in the Financial Advisor Unit to the Chief of Staff, Head of the Planning and Control Division in the Technology and Logistics Division, and Head of Logistics and Medical Budgets in the Technology and Logistics Division.
Lazarovitz is a graduate of the Hebrew Reali School in Haifa in 1994, and holds a BA in economics from the Technion, and holds a master's degree in political science from the Tel Aviv University.
Lazarovitz was born in 1976 and currently lives in Haifa and is a mother of two.



Meirav Arlosoroff - TheMarker
[image: ] Meirav Arlosoroff is a senior commentator, daily columnist and editor of TheMarker's opinion section. Arlosarov's columns deal with a wide range of macro-economic issues: the state budget, public policy, pensions, labor productivity, education, the ultra-Orthodox population, and more. 
Arlosoroff began her journalistic service as a reporter for Bamahane, and joined the newspaper "Hadashot" in the 1990s.
In 1999 she left "Globes" and joined Haaretz, and edited the newspaper's economics supplement for five years. After the establishment of TheMarker and its merger with Haaretz's economics supplement, she was appointed editor of TheMarker's print edition
In 2011, she was awarded the "Quality of Government" award by the Movement for Quality Government in Israel, "in recognition of her contribution to strengthening the Israeli economy and society, denouncing unjustified enrichment at the expense of public welfare, improving the quality of government and raising the level of interpretation and criticism in the press."
Arlozorov holds a BA in Economics and an MA in Management, both from Tel Aviv University.
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