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The establishment of the Israel Securities Authority (ISA) as an independent agency, 
which took place with the passing of the Securities Law in 1968, provides meaningful 
insights into the political process that structured the independence of financial 
regulatory institutions in Israel’s second decade, in relation to both politicians and 
government policy, and in relation to the regulated entities, the banking sector in 
particular.

The research shows that during the formation of the ISA, two main opposing 
forces were dominant. On the one hand, Ministry of Finance officials pushed for the 
creation of an agency with limited political independence that would be instrumental 
in advancing the government’s economic policy. On the other hand, the banking 
sector sought the creation of a politically independent agency that would act under the 
influence of the regulated banking sector. A major part of the struggle between these 
two powers revolved around the attempt to change the status quo in the committee 
that regulated the initial securities market prior to the establishment of the ISA, in 
which the banking sector was integrated in the state regulation mechanism. 

Ultimately, the arrangements that constituted the ISA and structured its 
independence in the 1968 Securities Law reflected a compromise between the 
preferences of the two main actors, by weakening the banks’ power in the regulatory 
mechanism and establishing an agency with a relatively high degree of independence 
vis-à-vis the political echelon. 


