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ISRAEL
I srael’s economic freedom score is 68.4, making its economy the 41st freest in 

the 2026 Index of Economic Freedom. Its rating has decreased by 1.5 points 
from last year, and Israel is ranked 4th out of 14 countries in the Middle East/
North Africa region. The country’s economic freedom score is higher than the 
world and regional averages. Israel’s economy is considered “moderately free” 
according to the 2026 Index.

Despite an increasingly challenging security environment, Israel’s economic 
competitiveness is anchored in strong protection of property rights and 
relatively low levels of corruption. The management of public finance still 
needs to be improved. Israel’s regulatory framework promotes entrepreneurial 
activity, and its openness to global commerce supports productivity growth. 
The pace of regulatory reform has lagged slightly behind the pace in other 
emerging economies. The labor market needs more flexibility to accommo-
date rapid economic transformation. Despite upward pressures, inflation has 
been modest.

POPULATION: 
9.8 million

GDP (PPP): 
$540.6 billion
2.5% growth in 2025
3-year average growth 
rate: 1.8%
$55,766 per capita

UNEMPLOYMENT: 
3.2%

INFLATION (CPI): 
3.1%

TRADE AS % OF 
GDP: 54.5%

PUBLIC DEBT:  
67.6% of GDP



﻿

185The Heritage Foundation | heritage.org/economicfreedom

RULE OF LAW

REGULATORY EFFICIENCY

Property 
Rights

Judicial 
E�ectiveness

Government 
Integrity

Tax
Burden

Government 
Spending

Fiscal
Health

GOVERNMENT SIZE

OPEN MARKETS

Business 
Freedom

Labor
Freedom

Monetary 
Freedom

Trade
Freedom

Investment 
Freedom

Financial 
Freedom

80

60

70

100

50

0

80

60

70

100

50

0

80

60

70

100

50

0

80

60

70

100

50

0
80.070.082.878.256.872.4

60.852.060.266.268.173.1

The overall rule of law is relatively well respected 
in Israel. The country’s property rights score is 
above the world average; its judicial effectiveness 
score is above the world average; and its govern-
ment integrity score is above the world average.

The top individual income tax rate is 50 percent, 
and the top corporate tax rate is 23 percent. The 
tax burden equals 30.9 percent of GDP. Three-
year government spending and budget balance 
averages are, respectively, 40.0 percent and –4.3 
percent of GDP. Public debt amounts to 67.6 
percent of GDP.

Israel’s overall regulatory environment is relatively 
well institutionalized but lacks efficiency. The 
country’s business freedom score is far above the 
world average; its labor freedom score is above 
the world average; and its monetary freedom 
score is well above the world average.

The trade-weighted average tariff rate is 3.6 
percent, and various nontariff measures are in 
force. Overall, Israel’s openness to foreign invest-
ment encourages economic competitiveness 
and resilience. Banking remains concentrated, 
but commercial banks offer a range of financial 
services that support the private sector.
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