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Box 2.3. The 2009-10 “two year” budget

The collapse of the previous government’s mandate in September 2008 meant that a
budget for 2009 was never approved by the outgoing Knesset. As a result, budgeting during
the first months of 2009 was based on legislation specifying that in such circumstances
spending has to proceed on a monthly basis and cannot exceed one twelfth of the previous
year’s budget allocation, plus an indexation adjustment. When applied, the rule can limit
spending quite severely. Oddly, this spending limit includes interest payments and
principal payment on debt, which makes little sense since the government has little
control over such outlays over the shorter term - a change to this aspect of the legislation
might be considered.

The new government was not operational until late March 2009, and it quickly decided
to exceptionally develop a combined budget for both 2009 and 2010. This made practical
sense in that running two budget processes in the remaining months of the year would
have been cumbersome. A permanent shift to a two-year budget would probably not work
well. While there are conceivably some advantages, there is an overriding difficulty that
incumbent governments would pass only two budgets even if in office for the full four-year
term (which has been rare in Israel), thus limiting room to implement reform.

OECD Economic Surveys, Israel 2009 :9n
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