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Abstract

The defense budget has accounted for a large part of the state
budget throughout all the years of the country’s existence.
Certain decades saw a radical increase in its proportion of the
budget, although in the 1980s an effort was made to reduce it.
This attempt led to constant friction between the Ministry of
Finance and the Ministry of Defense over the optimal amount
of defense spending. This fundamental question, however,
is not the only issue preoccupying the defense policy-
makers and those responsible for consolidating policy for the
macro-economic budget. In other words, size is not the only
determining factor.

A responsible defense policy takes the long view. Although
conventional and non-conventional military threats may occur
and develop within a short time period, the map of security
challenges can be delineated for the long term. In fact, the
Israeli defense establishment periodically constructs multi-year
working programs. Moreover, many internal administrations in
the defense establishment work within multi-year frameworks,
especially in the areas of training programs, acquisition
options, development, and the like. Budgetary policy is thus
supposed to adapt itself to this reality. Multi-year budgetary
programs have been prepared and implemented in the
defense establishment on several occasions in recent years; it
would be difficult to say, however, that this method — whose
application ran into many difficulties — has been integrated
into the establishment as a whole. Responsible for this meager
achievement are methodological and organizational factors.
Yet it can be claimed with a great degree of certainty that the
lack of a comprehensive, multi-year budgetary framework is a

* Translated by Rachel Cohen




Abstract

vacuum that must be filled as soon as possible, with a view to
constructing a multi-year budget for the defense establishment
as a whole.

A multi-year budgetary framework is no more than an
indispensable platform for long-term, multi-year planning.
An organization that is required to act within rigid guidelines,
while still imposing upon itself some degree of flexibility, is
obligated to anticipate the future. The framework should be
immune to small- and middle-scale defense incidents. The scope
of budgetary mobility should be reduced, and organizational
modes of thought should be focused on adjustments in the
multi-year program, on its derivatives, and on how they are
implemented within the components of the system. The multi-
year framework could be able to reduce the high-risk factor
inherent in coping with security threats. In addition, this
method should provide decision-makers with a methodological
framework enabling them to decide about crucial, complex
questions that at present they have no political power to resolve.
The panel recommends a five-year framework, but it seems
desirable to re-evaluate the optimal term.

An additional reform required in the defense budget
concerns the methodology of its construction. Currently,
there is no orderly procedure enabling the political echelons
of decision-makers to set clear-cut priorities and deduce the
budgetary implications from them. Thus, the country’s leaders
are actually prevented from fulfilling their obligation. Those
in charge do not use the necessary authority available; rather,
the tasks are carried out by other agencies. We must, therefore,
create a mechanism enabling the higher echelon to take into
account the necessary considerations and give expression to
a comprehensive political and economic outlook. Much has
been written about the National Security Council as the body
that should provide systematic services to the government and
its leader. This body should operate on the basis of an in-depth
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database and constitute the civilian organization assisting in
shaping security policy. In the early stages of the process it
is up to the intelligence community institutions to present the
government, including the finance minister and the defense
minister, with the status of the threats. Subsequently the prime
minister would specify the defense objectives and aims based
on the intelligence data and on the macro-economic picture as
presented by top Ministry of Finance officials. Following receipt
of the information, the Ministry of Defense should formulate
several alternatives for dealing with the security threats, in
accordance with the prime minister’s guidelines and present
them in the form of a matrix, including sensitivity analyses.
In the last stages, the government would select its preferred
alternative and, following its approval by the ministers, the
budget plan would be presented for examination to the joint
parliamentary committee.

Implementation of such a methodology requires a high
level of coordination between the two principal players in
the budget-making process — the Ministry of Defense and the
Ministry of Finance. It seems that if clear, transparent rules
would be agreed upon, the economy at large would benefit from
the cooperation between these two ministries. Great efficiency
would be achieved as soon as the friction between them was
substantially reduced.

The tremendous scope of the defense budget necessitates a
meticulous examination of the procedures for determining its
framework. The team chose to focus on two important topics
— a multi-year budgetary framework and a clear methodology
that would enable the political echelon to make informed
decisions on the difficult questions raised by the budgetary
debate. Although an examination of the need for a multi-year
framework for the state budget as a whole is called for, the
team did not discuss this issue and it would be appropriate to
examine it more closely in the future.




