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In 1917 during the First World War, Great Britain conquered Palestine from the
Turks, and received a temporary mandate from the League of Nations to control it.
In the same year, Lord Balfour the British Foreign Secretary at the time, gave Lord
Rothschild, a leader of the Jewish Community in Great Britain ‘The Balfour
Declaration’. In this declaration the British undertook to assist in the establishment
of a national home for the Jews in Palestine.



The Second World War ended in April 1945. Immediately thereafter, the remaining
Jews joined the struggle to establish their own state.



From holocaust to revival.



The State of Israel was established after the Declaration of Independence on May
14, 1948.



The 1990s started with the immigration from the former Soviet Union.



The trend of global companies coming to Israel, which started towards the end of
the 1980’s increased, and foreign investments in Israel increased significantly. At
the same time the Arab boycott weakened considerably. The signing of the Oslo
Agreements with the Palestinians and the peace agreements Jordan improved
Israel’s image with the global companies. Israel enjoyed high growth and fairly
low unemployment, even though productivity didn’t improve and even declined.



The technology industry in Israel has been the driving force of the nation’s economy, and has played
a prominent role in Israel’s economic development, particularly over the past decade.



The high-tech concept became widespread at the end of the 1980s and start of the 1990s
concurrently with the tremendous increase in the use of the internet. During this period small hightech companies were regularly established, most of them based on private initiative, based on a

single idea relating to certain software or hardware.


Only 25 years ago, most of the country’s technology was concentrated in military/security-related
industries.
Although Israel was not a major factor in the global high-tech industry at the time, Israeli companies

now have a strong foundation in high-tech industries worldwide and Israel ranks among the leading
countries in the number of Nasdaq-listed high-tech companies.

Tax base


Taxes in Israel are imposed, as in the U.S., on a personal basis, i.e. according the place of residence
of the person entitled to the income or asset, and not on a territorial basis which applied in Israel until
2002, according to which tax was paid according to the country in which it was produced, accrued or
received.



The tax method applying in Israel is equivalent to the source method prevailing in Great Britain,
according to which no tax is imposed if there is no source, i.e. a source which does not appear in the
Income Tax Ordinance is not taxed.
The source method is different to the American method in which all ‘enrichment’ is liable to tax.

Taxation on an individual
In Israel progressive tax is imposed on working income.
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Corporate taxation
Taxation on corporations is the two-stage method. Taxable income of a company is at a fixed tax rate
of 23%, and when the company’s profit is distributed to its shareholders who are individuals, tax on

the distribution of a dividend is paid at a rate of 25% - 30%. The distribution of profits between Israeli
resident companies is not taxable, i.e. when a dividend is distributed from a company to its parent
company and both are Israeli residents, no tax will be imposed on this distribution.


Example of shareholder taxation in case of dividend distribution:
Percentage of share
holding
Profit for a year
Company Tax
Net Profit
Dividend Withholding tax
(25%/ 30%)
Net Dividend

Less
More
than 10% than 10%
$ 100.00 $ 100.00
$ -23.00 $ -23.00
$ 77.00 $ 77.00
$ -19.25 $ -23.10
$ 57.75 $ 53.90

* Not including a 3% surcharge applicable to those
whose taxable income exceeds NIS 640,000.



The State of Israel encourages investments from both Israeli and foreign residents,
by offering a wide range of incentives and benefits. The principal goals include:

efforts to attract foreign investments to Israel, boost economic growth, develop
human resources, etc. To attain these goals, Israel offers substantial benefits and
concessions through a number of laws and regulations, as summarized below.
………………………………

Law for the Encouragement of Capital Investments


The Law for the Encouragement of Capital Investments – 1958 is intended to encourage
investments in industry in Israel in national priority areas in order to promote economic
initiatives with preference to advanced and innovative industries, and strengthen development
areas.



To meet the requirements of the Law there are a number of conditions, including minimum
exports, a minimum investment in capital, etc.



….

The main benefit are : a provision of grants by the State of Israel of 24%, low company tax.
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