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Israel regards education as an essential part of its 
infrastructure for national security, competitive ability, and 
social cohesiveness. For Fiscal Year (FY) 2013, the Ministry of 
Education’s proposed budget is ₪42.43 billion,1 where ₪1.00 
= $0.278.2 Proposed allocations to the primary, secondary, 
and preschool levels are 35%, 25%, and 12% of this amount, 
respectively.  In current prices, the proposed budget is ₪6.1 
billion more than last year's budget of ₪36.3 billion, reflecting 
the results of the 2011 summer protest demands.3 However, 
measured in constant 2012 prices, the proposed increment is 
more modest at ₪5.68 billion, and the proposed per-student 
allocation for FY2013 is the same as the previous year’s. The 
average allocation per student, in terms of instructional hours, 
at each level of schooling, is higher at Hebrew-speaking 
schools in comparison to Arabic-speaking schools, with the 
gap more prominent at the lower secondary school level.4  
Additionally, the capital budget of the Ministry of Education is 
₪1.01 billion, of which 78.7% is allocated for the construction 
of new K-12 schools.

Following the social protests of the summer of 2011 and 
the recommendations of the Yonah-Spivak Committee,5 a 
committee representing the social demands of the protest, 
the government appointed the Trajtenberg Committee to 
address the issues raised by the protesters and to promote 
economic and social reform.6 The Trajtenberg Committee’s 
education recommendations focused on ages birth to nine 
with a special focus on early childhood education. The central 
recommendations were to complete the application of the 
Israeli compulsory education law to preschool children ages 
three to four, to create afternoon daycares and long-school-
day schools for children ages three to nine, and to subsidize 
early childhood education for children birth to three years 
of age.7 On January 8, 2012, the government adopted these 
recommendations and approved their implementation. The 
funds allocated for implementing these recommendations 
were ₪1.2 billion, ₪0.615 billion, and zero, respectively.8  

Two additional major education reforms are currently being 
implemented by the Ministry of Education. These address 
educator pay and working hours, and partially address the 
issue of pay for performance. Specifically, these reforms, titled 
“New Horizon” (OFEK HADASH) at the primary school level and 
“Strength for Compensation” (OZ LA-TMURA) at the secondary 
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school level, are focused on extending the school day and, by 
doing so, increasing educators' pay. Moreover, these reforms 
comprise an incentive mechanism for teachers based on pay 
for performance in that teachers will be rewarded, i.e., receive 
additional pay, based upon their school's average level of 
performance. The overarching goal is to reward teachers at 
the top-performing schools, defined as the upper 40%. The 
proposed FY2013 budget includes allocations for their gradual 
implementation, with  ₪0.9 billion for “New Horizon,” and 
₪1.05 billion for “Strength for Compensation.” The remainder 
of the FY2013 proposed budget is directed toward other 
issues, such as the gradual implementation of a class size 
reduction law which focuses on grades one and two,9 with a 
proposed allocation of ₪0.1 billion.

Following the 2006 Israeli Supreme Court decision, 
Supreme Monitoring Committee for Arab Affairs in Israel v. Prime 
Minister,10 two important reforms were enacted regarding the 
resource allocation mechanism and the funding formula at the 
primary school level. First, the funding system was changed so 
that it currently allocates 95% of the budget per student on an 
equal basis. Second, the remainder is now divided among four 
elements rather than seven.  

The educational achievement distribution of  Israeli 
students is characterized by a low level of achievement with 
a wide achievement gap between high and low achievers 
compared with the OECD average.11 In fact, Israeli student 
achievement is characterized by the widest gap among 
the OECD countries. Furthermore, student achievement 
is unlikely to improve or the gap narrow since the current 
reforms implemented diminished many of the compensating 
equitable elements that were previously more dominant in 
Israeli school finance policy.

School funding in Israel has taken on a new direction, 
emphasizing "adequate" (interpreted as equal) funding for 
schools.12 This funding principle is mostly based on student 
numbers rather than on student needs, and thus departs 
from the previous equitable allocation. This reform is likely to 
lead to greater vertical and horizontal disparities and to an 
unfortunate widening of the achievement gap, an outcome 
that contradicts declared policy objectives and societal needs. 
Specifically, equal resources are allocated by the government 
to students of different starting points in term of their needs. 
These resources are supplemented by allocations by local 
authorities and parents (households). Of great concern are 
the supplemental resources allocated by local authorities 
because there is a strong, positive, statistically significant 
correlation between local socioeconomic status and the level 
of supplemental, per-pupil resources allocated to schools.  

As noted earlier, the current funding system allocates 95% 
of the budget per student on an equal basis, The remaining 
5% is allocated according to a reformed needs-based formula, 
which is comprised of four elements. Resources are allocated 
to: (1) students from families with low levels of parental 
education; (2) students from low income families; (3) students 
at schools located at the geographical periphery;13 and (4) 
students who are new immigrants. These factors and their 
assigned weights (40%, 20%, 20%, and 20%, respectively) 
are in need of revision, as they do not comply with research 

findings explaining student achievement variance.14 For 
example, the parental education factor, assigned a weight 
of 40% is larger than its research-based calculated weight 
of 30%, and the same issue applies to factors of peripheral 
location and of new immigrant status.15 Additionally, there are 
other elements that contribute to explaining the variation in 
academic achievement that are not included in the funding 
formula, such as ethnicity.16 Finally, there is a need to include 
an improvement-based component. Such a component is 
necessary to narrow the achievement gap while maintaining 
or increasing the average level of achievement, rather than 
merely narrowing it.17  
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