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Introduction 

  

  

This document deals with the government funding of Israeli settlements in the West 

Bank, the Gaza Strip and the Golan Heights, in three separate areas: the budgets of 

local governments, home construction and road building. 

The data are presented so as to allow comparisons between the level of central 

government funding of the Israeli settlements in the West Bank, Gaza Strip and the 

Golan Heights and the funding of local governments in Israel proper. In addition, the 

figures allow comparisons between the level of government funding of the Israeli 

settlements in occupied territories and the level of government funding of three 

different types of localities. Two of these - development towns and Arab localities - 

are inhabited primarily by low-income Israelis. The third group -- the Forum of 15 

Local Governments -- is characterized by the relative affluence of the communities in 

the group and their ability to get along without government grants to balance their 

budgets. 

The analysis presented here covers the 1990s. The study is based on three regular 

publications of the Central Bureau of Statistics: (1) Local Authorities, Physical Data, 

(2) Local Authorities, Financial Data, and (3) Construction in Israel.  

It should be stressed that this document does not include the entire gamut of 

government funding of public activities in the Israeli settlements in the occupied 

territories. The Ministry of Defense devotes considerable sums to financing defense, 

road building and transportation in these areas. However, Defense Ministry data are 

not available to the general public. Other government ministries also participate in the 

funding of a variety of activities. For example, the Ministry of Building and 

Construction, which provides housing assistance for home purchase or rent, gives 

preference to localities defined as having National Priority status [See, for example, 

Adva Center, Government Mortgage Takeup, by District, Locality and Selected Social 

Groups, 2000, September 2001 (Hebrew)]. The settlements receive benefits from 

other ministries as well, among them, the Ministry of Education [See Adva Center, 

National Priority Status in the Field of Education: Arab Localities, Development 

Towns and Settlements in the Occupied Territories, February 1999 (Hebrew)]. Each 

year, the Settlement Department of the Ministry of Agriculture transfers some NIS 

150 million to Israeli settlements in the occupied territories (See State Comptroller, 

Annual Report 50B: 516; Finance Ministry, Budget Proposal: Ministry of Agriculture, 

various years). In addition, Israeli settlers in these areas receive personal and family 

benefits, like income tax deductions and preschool tuition exemptions. 

This document consists of three parts: Part One deals with the budgets of local 

governments, Part Two deals with housing construction and Part Three deals with 

road building. The full study (Hebrew only) can be obtained from the Adva Center. 



 Part One: Local Government Budgets 

Throughout the 1990s, the Israeli settlements in the occupied territories received 

preferential treatment from the central government. 

With regard to every aspect of central government funding of local governments, 

these settlements received more financial aid than the localities in Israel proper. 

The preferential treatment of the settlements stands out clearly when one compares 

them with development towns and Arab localities, two groups of communities that are 

at the bottom of the socio-economic ladder. 

Over the years, Israeli governments have given special consideration to the 

development towns, while neglecting Arab localities - despite the fact that the socio-

economic status of residents of both types of communities is similar. The data 

presented below show that the settlements in the occupied territories enjoyed much 

higher benefits than even the development towns. 

The preferential treatment of the settlements also stands out when comparisons are 

made between them and the more affluent (from the budgetary standpoint) local 

governments in Israel. For comparison’s sake, we chose the localities that recently 

organized into a “Forum of 15” -- local governments that do not receive special grants 

from the central government to help them balance their budgets (Haaretz, March 30, 

2001).  

  

  

Local Government Income 

Per Capita Income: Regular Budget 

In the 1990s, the settlements in the occupied territories had the highest per capita 

annual income - NIS 5,428. Over the decade, the national average annual income was 

NIS 3,807 per capita. 

The average annual per capita income for localities in the “Forum of 15” was 

somewhat less, NIS 4,112; for development towns, NIS 4,176 and for Arab localities, 

NIS 2,402. 

  



Average Annual Per Capita Income of Local Governments: 1990-1999  

NIS, 2000 prices 

 

Sources: Adva Center analysis of CBS, Local Authorities in Israel: Physical Data, various years; 

Local Authorities in Israel: Financial Data, various years. Financial data for 1998 and 1999 courtesy 

Ms.Yela Hainal of the Central Bureau of Statistics. 

  

  

Local Government Per Capita Income from the 

Central Government: Regular Budget 

  

The income of local governments derives from two main sources: the central 

government and local sources (taxes, fees, fines, etc.). 

The settlements in the occupied territories received the highest average annual income 

on a per capita basis: NIS 3,679. The national average was much smaller: NIS 1,458, 

the average for the development towns, NIS 2,308, for the Arab localities, NIS 1,720 

and for the localities in the “Forum of 15” -- NIS 895. 

  



Average Annual Per Capita Income of Local Governments from the Central 

Government (Regular Budget): 1990-1999  

NIS, 2000 prices 

 

Sources: Adva Center analysis of CBS, Local Authorities in Israel: Physical Data, various years; CBS, 

Local Authorities in Israel: Financial Data, various years. The financial data for 1998 and 1999 

courtesy Ms. Yela Hainal of the Central Bureau of Statistics.  

  

  

Per Capita Income from Local Sources: Regular 

Budget 

While the settlements in the occupied territories boasted the highest annual per capita 

income from the government, when it comes to income from local sources, their 

level of annual per capita income (NIS 1,732) was below the national average (NIS 

2,348). The average annual per capita income from local sources was lower only 

among Arab localities: NIS 681. While the low level of income from local sources 

among Arab localities is due to the residents’ own lack of resources, accompanied by 

a low level of taxation and tax collection, in the occupied territories the low level of 

income from local sources stems, among other things, from the high level of central 

government funding that obviates much of the need to impose local levies. It should 

be pointed out that the average wage in the settlements in the occupied territories is 

significantly higher than that in the development towns and the Arab localities (See 

Adva Center, Place of Residence and Wage Level in Israel: 1993-1999, in press). 

  

  



Average Annual Per Capita Income from Local Sources (Regular Budget): 1990-

1999 

NIS, 2000 price 

s 

Sources: Adva Center analysis of CBS, Local Authorities in Israel: Physical Data, various years; CBS, 

Local Authorities in Israel: Financial Data, various years. The financial data for 1998 and 1999 

courtesy Ms. Yela Hainal of the Central Bureau of Statistics. 

  

  

Local Government Per Capita Income: Development 

Budget 

Between 1994 and 1998 the Israeli settlements in the occupied territories enjoyed the 

highest average annual per capita income for their development budgets: NIS 2,315. 

The national average was NIS 1,228. 

The corresponding figure for the localities in the “Forum of 15” was NIS 1,131; for 

the development towns: NIS 1,127 and for the Arab localities: N1,045. 

  



Average Annual Per Capita Income (Development Budget): 1994-1998 

NIS, 2000 prices 

 

Sources: Adva Center analysis of CBS, Local Authorities in Israel: Physical Data, various years; CBS, 

Local Authorities in Israel: Financial Data, various years. The financial data for 1998 and 1999 

courtesy Ms. Yelav Hainal of the Central Bureau of Statistics. 

  

  

Over-Funding and Under-Funding 

If the difference between the average annual per capita income of the regular budget 

in the occupied territories and the annual national average is multiplied by the number 

of persons residing in the occupied territories, it turns out that the local governments 

in the occupied territories were over-funded by a total of NIS 2.3 billion. 

The “Forum of 15” enjoyed over-funding in the amount of six billion Israeli shekels. 

This amount actually represents relatively smaller over-funding than that of the 

Israeli settlements in the occupied territories, due to the fact that the population of the 

localities in the “Forum of 15” is significantly larger than that of the settlements. Over 

the decade, the per capita over-funding of the settlements was 5.6 times larger than 

the per capita over-funding of the “Forum of 15.” 

Development towns received over-funding in the amount of NIS 2.3 billion, the same 

amount as the occupied territories. In actuality, the over-funding of the development 

towns was smaller, because the population of the development towns is significantly 

larger than that of the occupied territories. Over the decade, the over-funding of the 

territories was 4 times greater than that of the development towns. The only type of 

locality that did not enjoy any type of over-funding was the Arab locality. In fact, for 

the decade, Arab local governments were found to be under-funded in the amount of 

NIS 9.2 billion. 



The following table presents the average annual per capita over- or under-funding by 

type of locality, during the 1990s. 

  

Average Annual Over- or Under-Funding Per Capita (Regular Budget), by Type 

of Local Government: 1990-1999 

NIS, in 2000 prices 

 

Sources: Adva Center analysis of CBS, Local Authorities in Israel: Physical Data, various years; CBS, 

Local Authorities in Israel: Financial Data, various years. The financial data for 1998 and 1999 

courtesy Ms. Yela Hainal of the Central Bureau of Statistics. 

  

  

Local Government Expenditures 

Per Capita Local Government Expenditures: Regular Budget 

Between 1990 and 1997, the average annual per capita expenditure in the regular 

budgets of the settlements in the occupied territories was the highest in the country: 

NIS 5,619. The national average was NIS 4,003. 

The corresponding figures for the other types of locality: “Forum of 15”: NIS 4,378; 

development towns: NIS 4,448; Arab localities: NIS 2,414. 



Average Annual Per Capita Expenditure (Regular Budget): 1990-1997 

NIS, 2000 prices 

 

Sources: Adva Center analysis of CBS, Local Authorities in Israel: Physical Data, various years; CBS, 

Local Authorities in Israel: Financial Data, various years. 

  

  

Per Capita Local Government Expenditures: 

Development Budget 

Between 1994 and 1997, the settlements in the occupied territories had the highest 

average annual per capita expenditures in their development budgets: NIS 2,350. The 

national average was NIS 1,267. 

The corresponding figures for the other types of settlements: “Forum of 15”: NIS 

1,195; development towns: NIS 1,114; Arab localities: NIS 1,069. 



Average Annual Per Capita Expenditure (Development Budget): 1994-1997 

NIS, 2000 prices 

 

Sources: Adva Center analysis of CBS, Local Authorities in Israel: Physical Data, various years; CBS, 

Local Authorities in Israel: Financial Data, various years. 

  

  

Over-Spending and Under-Spending 

If the difference between the average annual per capita expenditure of the regular 

budget in the occupied territories and the national average is multiplied by the number 

of persons residing in the occupied territories, it turns out that between 1990 and 1997 

the local governments in the occupied territories experienced over-spending in their 

regular budgets in the amount of NIS 1.6 billion. 

In contrast, the Arab localities had under-spending in the amount of NIS 8 billion. 

Regarding the other types of localities: the development towns had over-spending in 

the amount of NIS 1.8 billion. 

The “Forum of 15” registered over-spending in the amount of NIS 6 billion. 

The following table presents the average annual per capita over- and under-spending 

by type of locality. 



Average Annual Per Capita Over- and Under-Spending in the Regular Budget: 

1990-1997 

NIS, 2000 prices 

 

Note: We did not calculate the over-spending for the development budget, due to the fact that data for 

the years 1990-1993 were unavailable. 

Sources: Adva Center analysis of CBS, Local Authorities in Israel: Physical Data, various years; CBS, 

Local Authorities in Israel: Financial Data, various years. 

  

  

Part Two: Home Construction 

In the 1990s, construction trends in Israel as a whole were tied directly to the volume 

of immigration, and, in smaller measure, to the state of the economy. In contrast, 

trends in the occupied territories depended on the policy of the political party in 

power. (Central Bureau of Statistics publications on construction and road building 

place the Golan Heights in the Northern District, in such a way that it is impossible to 

isolate the Golan Heights. This being the case, in contrast to the data presented above, 

the data presented below are for the West Bank and the Gaza Strip only). 

Between 1990 and 1991, when the Shamir government was in power, there was a 

fourfold leap in the number of residential units whose construction was begun in the 

occupied territories (7,750 compared with 1,870). Intensive home construction 

continued into 1992. 

With the changeover to the Rabin administration, there was a significant decrease in 

the number of homes begun in the occupied territories. In 1993 there was a 65% 

decrease compared with 1992, and in 1994 a 40% decrease in comparison with 1993. 

In 1995 there was a large increase in residential units whose construction was begun 



in the occupied territories, together with a general growth in the number of residential 

units whose construction was begun in Israel proper. However, this increase was 

smaller than the 1991 and 1992 increases. 

In 1996 and 1997 the country experienced a building recession. In 1997 (when the 

Netanyahu government was in power) there was an increase of 35% in the number of 

residential units begun in the occupied territories, and in 1998, another increase of 

85%. These increases were in sharp contrast to the slowdown in Israel proper. 

In the course of the decade, construction began on a total of 32,560 homes in the West 

Bank and Gaza Strip, an investment totaling NIS 11.5 billion. The public coffers were 

responsible for 65% of the residential units begun and for about 50% of the total 

investment in home construction. The corresponding figures in Israel proper were 

38% and 25%, respectively. 

Throughout the decade, more public construction was undertaken on government 

initiative in the West Bank and Gaza Strip than in Israel proper. Looking at annual 

averages, the share of publicly initiated construction was 63% higher in the occupied 

territories than in Israel proper. 

  

Share of Public Construction in the Occupied Territories as a Percentage of All 

Public Construction in Israel, Compared with the Share of the Population of the 

Occupied 

Territories as a Percentage of the Total Population of Israel: 1990-1999 

 

Sources: Adva Center analysis of CBS, Construction in Israel, various years. 

  



Construction of Public Facilities 

Between 1992 and 1999, the share of the occupied territories in the total area of public 

facilities constructed in Israel was 3.8%. The weight of the area of construction of 

public facilities at public expense was even larger: 4.3% (Public facilities are 

constructed at both public and private expense). I1998, 8% of the total area 

constructed for public facilities in Israel was located in the occupied territories. 

In contrast, only 2.5% of the population of Israel resides in the West Bank and Gaza 

Strip. Thus, the figures show that in the 1990s Israeli governments have provided 

more assistain the provision of public facilities to residents of the occupied territories 

than to residents of Israel proper. 

  

  

  

Part Three: Road Building 

In the 1990s, the volume of road building per capita was much greater in the West 

Bank and Gaza Strip than in other areas. 

Like home construction, road building trends in the occupied territories were quite 

different from those in Israel proper. While in Israel proper the trends were affected 

by the economic policy of the government, those in the occupied territories were 

influenced by political circumstances and by the political outlook of the government 

in power. 

The most outstanding year for road building was 1995. That year numerous bypass 

roads (by-passing Palestinians towns and villages) began to be built, as a result of the 

Oslo Accords. That year, the number of kilometers of road built in the occupied 

territories amounted to 21.3% of the total kilometers built in Israel as a whole. 

Two additional years that stand out for the amount of road building done in the 

occupied territories were 1992 (Shamir government), 1998 and 1999 (Netanyahu 

government): in 1992, road building in the occupied territories comprised 17.3% of 

the total road building in Israel, and in 1998 and 1999, it constituted 9.9%. 

In the course of the decade, 17.2 square meters of road per capita were begun in the 

occupied territories; notably, the national average was less than a third of that: 5.3 

square meters per capita. 



Area of Road Building Begun Per Capita, by Area: 1990-1998  

square meters 

 

Sources: Adva Center analysis of Central Bureau of Statistics, Construction in Israel, various years; 

CBS, Statistical Abstract of Israel, various years.  

 


