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Abstract:

This paper examines the structural and financial disparities among local authorities
in Israel, highlighting the complex interplay between municipal capacity,
socioeconomic characteristics, and the mechanisms of state support. Despite
Israel’s highly centralized governance system, local governments bear significant
responsibility for delivering essential public services, from education and welfare to
infrastructure and local economic development. The study analyzes
comprehensive data from the CBS, expenditure patterns, and intergovernmental
transfers, revealing deep inequalities between affluent municipalities with robust
tax bases and weaker authorities that rely heavily on state allocations. These
disparities translate into substantial differences in service quality, infrastructure
investment, and residents’ quality of life.

The findings demonstrate that municipal inequality is not merely a reflection of
local socioeconomic conditions but is also reinforced by structural features of the
fiscal system, such as property tax dependency, unequal grant distribution, and
limited local fiscal autonomy. Moreover, the research underscores the long-term
consequences of these disparities, including spatial inequality, social
fragmentation, and unequal opportunities for residents across the country.

The paper concludes with policy recommendations aimed at promoting greater
fiscal equity and municipal resilience, including reforming intergovernmental
transfer formulas, expanding equalization mechanisms, and enhancing the fiscal
capacity of weaker municipalities. Addressing these structural imbalances is
essential for ensuring that all local governments, regardless of their socioeconomic
status, can provide equitable public services and contribute meaningfully to

Israel’s social and economic development.
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