
BANK OF ISRAEL, ANNUAL REPORT, 2019

64

1

emissions from 10.1 tonnes per capita in 2015 to 8.8 tonnes in 2025 and to 7.7 

tonnes in 2030. Israel will be able to meet these targets by carrying out its plans 

target of raising the share of renewables in power generation to 30 percent.

reducing emissions further. Complementary measures to make it easier for groups 

accept.

Global warming is becoming increasingly important in economic discussions 

and decision-making processes around the world.2 Although the intensity of the 

1  Before writing this report, we consulted with Lihi Goldenberg, Shahar Dolev, Arye Wagner, Yuval 

2 
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a comprehensive policy response.3 The report that follows deals with how Israel 

and the international community are coping with global warming and the potential 

implications of the war on global warming for Israel if the war gathers momentum.

Underpinning the global warming phenomenon is a market failure: Although the 

global magnitude, each individual polluter causes only a minute portion of the damage 

mechanisms have not brought about these changes thus far, and since there is no 

reason that they will occur by themselves, government intervention is needed and, as 

Given its small size, Israel has little impact on global warming. According to 

responsible for 30 percent of global greenhouse gas emissions. Nevertheless, Israel, 

3  IPCC, 2014, Climate Change 2014: Synthesis Report, Intergovernmental Panel on Climate Change, 

Switzerland. 

Switzerland.

USGCRP, 2017. Climate Science Special Report: Fourth National Climate Assessment, Volume I, 

U.S. Global Change Research Program, Washington, DC.

Assessment. Volume II, U.S. Global Change Research Program, Washington DC.

IMF, Fiscal Monitor, How to Mitigate Climate Change, October 2019. 
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as a developed country that is integrated in the global economy, has not been able, 

developed countries have shouldered. The multinational process of cutting emissions 

2019,4

This report is divided into three sections. Section 1 gives the background for the 

discussion of global warming, primarily from the perspective of economic policy, with 

topic.

1. Background

5 

6

trends in human activity continue, atmospheric CO2 will continue to grow and global 

warming will accelerate, with an increase of 1.5 degrees Celsius by the middle of the 

4  https://ec.europa.eu/info/sites/info/ /european-green-deal-communication_en.pdf
5  IPCC, 2014, Climate Change 2014 Synthesis Report, Intergovernmental Panel on Climate 

Change, Switzerland. 

Switzerland. 

USGCRP, 2017. Climate Science Special Report: Fourth National Climate Assessment, Volume I, 

U.S. Global Change Research Program, Washington, DC. 

Volume II, U.S. Global Change Research Program, Washington. DC.
6 https://www. .de/resource/blob/580504/2b96f368c0a785e5e4a09

bb1d9797449/19-16-143_fachgespraech_cop24_prof_nir_shaviv-data.pdf
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7 

unknown and will vary from country to country.8

course, are likely to cause grave harm to human welfare.

measures that should be taken, which, moreover, require multinational action despite 

wide variance in the vulnerability among countries and regions. Nevertheless, 

it is widely agreed that if current trends in global warming continue, major, if not 

the matter is also widely acknowledged on the international scene. However, since 

the methods of action appear to entail impairment of economic activity in the present 

relevant discounting rates.

cause immense harm.

Coping with global warming is roughly divided in two9:

10

7 

 82, no. 1: 41–88.
8 

currently frozen maritime routes open up.
9 

building and funding for climate and technology transfer. See https://unfccc.int/resource/bigpicture/
10 

https://

www.gov.il/he/departments/policies/dec4079_2018
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far, is the 2015 Paris Agreement on Climate, signed by 197 countries and aiming to 

hold total global warming to 0.3 degrees above the 2015 level. The accord demands a 

11 in 2050 and thereafter. To attain these goals, it 

and development.

countries, divided into two:

criteria and those with growing populations—including Israel—favor criteria of 

per-capita emission.

The Paris Agreement left it to each signatory country to draw up its own mitigation 

only inspection mechanism agreed upon is public reporting on meeting the goals once 

of the Agreement.
12 

targets agreed upon. Furthermore, it is not clear how well the countries are acting in 

Since the Paris Agreement was signed, the consensus hammered out under its aegis 

from the Agreement and, under the terms of the Agreement itself, it can do this in 

11  Net emissions are total emissions less absorption of greenhouse gases, e.g., by planting trees. Since 

the reckoning takes place on a country basis, one country can reduce total emissions by importing goods 

12  IMF, Fiscal Monitor, How to Mitigate Climate Change, October 2019.
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2020.13

matter of special relevance for a small and open economy such as Israel, which does 

targets that they accepted in the Paris Agreement.14

15 The Paris Agreement is based on this approach. 

buy and sell authorizations to emit limited quantities of CO2, thus making it possible 

to control emission quantity and create a market of permits. Both methods have shown 
16 A 

17 

18

13 

signed. 
14  https://ec.europa.eu/info/sites/info/ /european-green-deal-communication_en.pdf.
15 

Yale University Press, New Haven and London. A certain weakness of this approach is that it is based on 

scenarios involving very high uncertainty. 
16 

Change Mitigation: A Review of the Literature, IMF, WP/19/185.
17  IMF, Fiscal Monitor, How to Mitigate Climate Change, October 2019.
18 
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entails appropriate reference to the risks of global warming due to their immensity and 

materiality.19

the entities that insure these assets. Firms whose production processes involve high 

levels of greenhouse-gas emission face business risks because they are susceptible to 
20

NGFS, 201921

voluntary international body, the NGFS.22 In the years to come, the share of central 

23 

gas emissions by 2025/2030.

The large majority of signatories to the Agreement have already drawn up such 

schemes. However, it appears that the cumulative result is actually an increase of 

10 percent in emissions in 2030. Thus, the terms of the Agreement are such that the 

24: 

— Many advanced economies are promoting action plans that envision the total 

implement their NDC programs. 

in implementing these schemes, developed countries have undertaken to help to 

19  See https://www.bankofengland.co.uk/climate-change
20  A Call 

for Action: Climate Change as a Source of Financial Risk. Paris: NGFS Secretariat.
21  A. S tranded Assets in the Transition to a Carbon-Free Economy.
22  https://www.ngfs.net/en/page-sommaire/governance .Israel is not a member of this body. 
23  BIS, 2020. ?e Green Swan, Central Banking and Financial S tability in the Age of Climate Change. 

24  See ?e Heat is On, Taking S tock of Global Climate Ambition.
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mechanisms for this. 

in the atmosphere set a record—overshadowing the agreements already made and 

clarifying the need for more aggressive policy measures. This increase, however, did 
25 

26 

available—came to 80 million tonnes, up 0.4 percent from 2016, a small year-on-

potential of each gas.27

from 86 percent in 2010 to 82 percent in 2017. 

28

recent year for which inter-country data are available, electricity production accounted 

for about half of greenhouse-gas emissions in Israel, far above the 30 percent average 

carbon in energy production, because the processes used to produce energy in these 

nearly all energy is produced by means of nuclear power or renewables. The share 

probably because Israeli households consume little natural gas and other fuels for 

25  ttps://www.iea.org/news/defying- -of-a-rise-global-carbon- -emissions- -

in-2019.
26 

27 

2
 terms because this gas is believed to be the main culprit in trapping heat in 

 
28  Households produce energy mainly by using compressed gas for cooking and kerosene for heating. 
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29 The table 

production than does natural gas. Also visible is the change in the sources of energy 

to 30 percent whereas that of natural gas climbed to 66 percent. This transition to a 

29 

2
 

emission. 

 Energy 

Manufacturing processes and use of products

 Agriculture 

 Waste 

 Table 1

Greenhouse gas emissions, by sector

(Percent of total emissions, 2016) 

Coefficient 

(ton of coal emission per ton 

of crude oil equivalent)

*203020182014

3.70.73049Coal

2.1696648Natural gas

2.900.080Heating oil

2.900.30.008Diesel

0.03020.15Solar energy

SOURCE: Based on Central Bureau of Statistics and US Energy Information Administration.

*Scenario in line with the Ministry of Energy's decision regarding shifting coal-burning plants and generating 30 percent of 

electricity via renewable resources.
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which in pollution in Israel has risen slightly in recent years and came to 9 percent 

28. Namely, over a period of 100 years, a unit of methane traps twenty-eight times as 

30 

In recent years, the share of CO2 in total greenhouse-gas emissions has been falling 

31 

32 which separates sources of emissions 

intensity of energy production in GDP, per-capita GDP, and population increase, as 

follows:

years traced mainly to a decrease in the intensity of energy in GDP, which remains 

main contributing factor to the decrease in emissions was the change in intensity 

of carbon in energy production. In those years, Israel made growing use of natural 

gas for electricity production due to the activation of the Yam Tethis reservoir and 

decrease occasioned by the other developments, allowing total emissions to increase 

30 

31  In 2016, HFCs were added to the Montreal Protocol, signed by member countries in 1987 pursuant 

to abet the trapping of heat in the atmosphere. 
32  Environment, Energy, and Economy: S trategies for Sus tainability. 

Tokyo: United Nations University Press.

GDP
= ———— * ———— * ———— * Population

GDP Population
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continued to fall throughout that period and was the main factor in allowing CO2 

emissions to decline. 

Israel

degrees above the 2015 level. In accordance with the rules of the agreement, Israel 

convention secretariat ahead of the signing of the climate-convention accord at the 

end of that year.33 The resolution sets forth a detailed trajectory of mitigation: from 

10.1 tonnes per capita emission in 2015 to 8.88 in 2025 and 7.7 by 2030. 

world climate targets also derives from the risk of deviating from the global norm and, 

important for Israel to consider a policy scenario that would lead to zero emissions in 

33  See Government Resolution 542, September 20, 2015:

Figure 2a 

The Change in CO2 Emissions in 

Israel, by Factors - KAYA ID

2006–16

Figure 2b 

The Change in CO2 Emissions in 

OECD Countries, by Factors -

KAYA ID, 2006–16
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Policy trends around the world are shrouded in uncertainty because impediments to 

from the climate agreement in 2020, are also at work.34 China and India are also 

Union countries, such as Poland, Greece, the Czech Republic, Romania, Bulgaria, 

and Croatia, are continuing to produce electricity by means of coal and, at the 

present writing, have no implementable plan to switch to alternative energy sources. 

Conversely, forces emanating from multinational organizations and developments in 

these international processes for Israel, because adopting the target of zero emissions 

by, say, 2050, will have immediate repercussions for Israel. This is because the Israeli 

and the emission targets will impact both. 

plants to gas by 2025 and raised the target for use of renewable energy sources to 30 

percent of total electricity produced.35,36 These measures will allow Israel to meet 

its commitments under the Paris Agreement. Figure 3 shows per-capita emissions 

in Israel from 2006 to 2017, the targets that were set within the framework of the 

of renewables in electricity production to 30 percent.37 To facilitate comparison, the 

The per-capita level in Israel declined from 10.5 tonnes in 2010 to 9.7 in 201738 and 

to polluting energy sources.

This assumption, in our judgment, sets an upper bound for the quantity of emissions 

that trace to this source. The changes in total emissions from factors other than 

34 

http://www.

usclimatealliance.org/. 
35  https://www.gov.il/he/departments/news/ng_131119
36  https://www.gov.il/he/Departments/publications/Call_for_bids/shim_2030yaad
37 

Authority. See consultation ahead of setting policy of mitigation up to full discontinuation of use of coal, 

https://pua.gov.il/Publications/PressReleases/Pages/coil_policy.  
38  See 

 November 2018. 
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manufacturing will switch from heavy fuel oil, kerosene, and diesel fuel to natural 

gas. These factors are supportive of the possibility of a decline in per-capita emissions 

not originating in electricity production.39

emissions.40 

Figure 3 indicates that even without converting power plants and increasing the 

use of renewables in production, per-capita greenhouse-gas emissions are likely to 

attain the target of 8.8 tonnes per capita by 2021, three years before the target date. 

It may also be seen that 

of renewables in electricity production to 30 percent, in accordance with the roadmap 

however, shows that the path to this achievement will not be an easy one. Since 

39 

40  See Nathan Sussman et al., 

Emissions per capita from other production Emissions per capita from energy production

Assumption of emissions per capita from other production Scenario with 30% renewable

Status quo scenario with 17% renewable OECD average

OECD forecast, reduction policy
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41 Government 

Resolution 542 set a target of 10 percent for 2020 and 17 percent by 2030. In 2020, 

time. This will happen due to the elimination of entry barriers to renewable electricity 

production, better management of tenders for renewable energy production, and more 

electricity using renewable sources.42 The downing of the entry barrier to this kind of 

believed capable of generating 7–32 percent of electricity countrywide.43 

44

energy at more than one-third of electricity capacity for the time being.45 Furthermore, 

seasons and times of day when renewable energy is not available due to the capital 

It is also important to remember that the planned increase in the share of renewable 

46 

necessitating further action to reduce per-capita emissions in Israel and make further 

41  After the fact, given the major decrease in prices of production by means of renewable energy 

42 

43  R. 

Renewable Energy,
44  See consultation ahead of setting policy of mitigation up to full discontinuation of use of coal, 

https://pua.gov.il/Publications/PressReleases/Pages/coil_policy.  
45 

46 

, April–September.
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progress after 2030. Resolution 542 includes several policy tools that are meant to 

suppress electricity consumption by 17 percent and reduce private travel by 20 percent 

47 including 

Protection would be appointed to implement the national plan.48 

scenario on which they were built assumes a 3.2 percent annual average growth rate 

of energy consumption,49 similar to the average rate in the decade preceding the 

50 the growth rate of electricity 

51

benchmark scenario.

47  See https://www.gov.il/he/Departments/policies/2016_des1403.
48 https://www.gov.

il/en/departments/publications/reports/reports_reducing_ghg_emissions_in_israel 
49 

September 2016: https://www.gov.il/blobFolder/policy/natl_plan_for_ghg_reduction_and_energy_

_april_2016/he/climate_change_and_energy_ _natl_plan_to_implement_paris_

agreement_sept_2016.pdf
50 L. Gallo, 2018. 
51 

https://fsr.eui.eu/wp-content/

uploads/2020/03/Gallo-FSR- -2019- -intensity-convergence.pdf
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aside, the subsidy is liable to create an incentive contrary to its purpose by supporting 

targets to mitigate greenhouse-gas emissions. It is true that the targets and the message 

they send the public have value in terms of consciousness-raising. However, the budget 

need to mitigate pollution.52

pollution: energy production.53

of activities that cause considerable levels of emission.

This policy device directly addresses the main market failure, which originates in 

the absence of property rights to air. For this reason, one cannot price pollution 

being imposed on the polluting product, forcing producers and consumers to build its 

this view in a report that compares various intervention mechanisms.54 According to 

and fuel prices in developed countries varies widely from country to country55

52  See Nathan Sussman, et al., 

53 

54  IMF, October 2019. . 
55  Ibid. p. viii.
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56

production and motor-vehicle use, the two predominant sources of pollution. These 
57 meaning that a 1 percent increase 

58 59

60 Thus, in the case of air pollution, the risk is that 

the ability to track the population groups on which it is imposed, its impact on them, 

61

56 

57 

102, pp. 549–568.
58 

59 

60 

pp.1–17, and discussion in the literature surrounding this article.
61 

Change Mitigation: A Review of the Literature, IMF, WP/19/185.
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not an absolutely precise metric, these are the data that are available to the public and that may 

implement one is made. One possible solution is to use some of the receipts to compensate 

resulting in higher greenhouse-gas emissions.

emissions—the rate that the International Monetary Fund has found necessary to lower global emissions 

1 

1 

from a tonne of coal.
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of the electricity rate,2

3 According to the calculation, after the downturn in 

more than NIS 1.5 billion per year but would reduce CO2 emissions in the manner shown in Figure 5.

government revenues by NIS 4.7 billion per year, which is essentially an addition of 15–20 percent to the 

greatly among countries, there is a worldwide consensus that it is very low.4 Therefore, and as there is no 

An additional source of CO2 emissions is home cooking gas, which is also used for heating in some 

to prevent a shift of demand from heating with electricity to heating with home cooking gas as a result of 

2 

3 

4 
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Thus far, Israel has not attained its self-set goals for power production from renewable 

recognition of the dangers of global warming escalates, the international community 

them with tougher deadlines. If such developments actually occur, they will severely 

tasked with implementing decisions in this matter, particularly in view of the intention 


