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FOR UKRAINIAN COMPANIES
IN THE FOOD SECTOR

PART I: OVERVIEW OF THE ISRAELI
ECONOMY - 2018
The Israeli economy continues to perform well, beating many of its peer countries
and remaining the envy of most, if not all, of the developed world’s economies. The
continuing electoral victories by Prime Minister Netanyahu reiterates the continued good
guidance of the economy, something tempered, as always, by security concerns.
Indeed, in April 2018, Fitch Ratings affirmed Israel's Long-Term Foreign- and LocalCurrency Issuer Default Ratings (IDRs) at 'A+' with a Stable Outlook.
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2017,
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otherwise
conservative
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is enjoying solid economic growth and low
unemployment, making this an especially
favorable time to undertake reforms to help
sustain strong and inclusive growth. Israel's
monetary policy should continue to support
the return of inflation to the target band. Major
progress has been achieved in reducing
public debt, a trend that should be maintained
while raising potential growth through sound
investments in education, health and
infrastructure. Israel's annual GDP growth
rate has averaged some 1% from 1980 until
2016.
The International Monetary Fund holds a favorable forecast for Israel's economic
growth for 2018, citing its 3.4% growth for 2017, amid otherwise conservative projections
for the rest of the global economy. The IMF observed in March 2018 that Israel is
enjoying solid economic growth and low unemployment, making this an especially
favorable time to undertake reforms to help sustain strong and inclusive growth. Israel's
monetary policy should continue to support the return of inflation to the target band.
Major progress has been achieved in reducing public debt, a trend that should be
maintained while raising potential growth through sound investments in education,
health and infrastructure. Israel's GDP growth rate has averaged some 1% from 1980
until 2016.
Indeed, the leading international credit ratings agencies agree that Israel's
economy could grow by an average 3.1% annually between 2017 and 2020.
The Bank of Israel noted that Israel's GDP per capita (PPP) for Q4/17 was $39,400,
rising significantly over Q4/16's $37,800.
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The economic outlook is favorable in the near term but challenges will increase
over time. Growth is expected to remain strong at about 3.5% in the next few years
benefitting from the completion of major projects. With trend productivity gains relatively
modest at 1% annually, growth is projected to average about 3% in subsequent years.
Israel Comparative OECD Annual GDP Growth: 2007 – 2016

Israel does face, according to the IMF, two major challenges to sustaining solid
growth in the longer run. Subgroups with lower average labor market skills and labor
force participation, especially ultra-Orthodox and to a lesser extent Arab Israelis, will rise
as a share of the working age population from one quarter in 2015, to one third by 2025,
and two fifths by 2045. Moreover, Israel faces sizable infrastructure needs, most evident
in traffic congestion already the worst in the OECD, which will increasingly drag on
productivity as the population and per capita incomes rise.
The inflation rate, once the bugaboo of the economy, has been historically low.
Core CPI inflation remains below the 1–3% target range of the Bank of Israel (BoI), at
0.1% in January 2018, reflecting the combined effects of the appreciation of the shekel,
low inflation in key import sources, increased competition and government measures to
reduce the cost of living. Overall, Israel has averaged 1.7% inflation annually since
2011.
Following the March 2015 elections and the formation of a coalition government
the following May, Prime Minister Netanyahu has been working to usher in a spate of
economic reforms. Much of this process has been complicated as his narrow
government has a number of recalcitrant partners.

3

Israel passed the budget for 2019 in mid-March 2018, earlier than normal due to
political considerations. The budget revised the deficit ceiling for 2019 to 2.9% of GDP
from 2.5% of GDP in the previous multiyear budget plan. The budget assumes a 5%
increase in revenue over the updated 2018 budget, slightly stronger than our forecast
for overall nominal GDP growth in 2019. Spending is planned to grow by 5.6%. This
includes sizeable increases for education and other social spending, as well as for
defense and for infrastructure.
Natural gas fields discovered off Israel's coast since 2009 have brightened Israel's
energy security outlook. The Tamar and Leviathan fields were some of the world's
largest offshore natural gas finds of this past decade. The massive Leviathan field is
not due to come online until 2018, but production from Tamar provided a significant
boost to Israel's GDP. For example, Israel's gas royalties increased by 8.5% during the
course of 2016.
The effect is also being felt regionally. Natural gas from Israel's offshore Tamar
reservoir began flowing to Jordan in early 2017. Despite the initial small amount of gas,
it is being delivered via a special pipeline built in the Dead Sea. In December 2016,
government ministers from Israel, Greece, and Cyprus agreed to continue their
promotion of a natural gas pipeline from Israel to Europe. This is not only an economic
boon to Israel, but a strategic breakthrough for Western Europe, freeing it from
dependence on Russian gas.
Between 2004 and 2011, Israel's economic growth averaged nearly 5% per year,
led by exports. The global financial crisis of 2008 - 09 spurred a brief recession in Israel,
but the country entered the crisis with solid fundamentals, following years of prudent
fiscal policy and a resilient banking sector. Israel's economy has also weathered the
so-called Arab Spring because strong trade ties outside the Middle East have insulated
the economy from spillover effects. The economy has recovered better than most
advanced, comparably sized economies, but slowing demand domestically and
internationally, and a strong shekel, has reduced growth forecasts for the next decade
to the 3% level.
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Israel, known worldwide as the “Start-Up Nation,” excels in all hi-tech sectors. This
prowess is bolstered by the defense sector and there is an intimate relationship between
these two spheres.
The percentage of Israelis engaged in scientific and technological inquiry and the
amount spent on R&D in relation to the GDP is amongst the highest in the world. Israel
ranks fourth in the world in scientific activity, as measured by the number of scientific
publications per million citizens. Israel's percentage of the total number of scientific
articles published worldwide is almost 10 times higher than its percentage of the world's
population. Despite its small population relative to other industrialized nations around
the world, Israel has the highest number of scientists, technicians, and engineers per
capita in the world with 140 scientists, technicians, and engineers per 10,000
employees. In comparison, the equivalent number is 85 per 10,000 in the United States
and 83 per 10,000 in Japan.
Israel's Overall Imports of Consumer Goods

The economy is also supported by strengths in electronic and biomedical
equipment, agricultural products, processed foods, chemicals, pharmaceuticals, and
transport equipment. Recent discoveries of large off-shore natural gas reserves have
the potential to make Israel a net energy exporter in the near future.
Israel has been a member of the OECD since 2010. In 1985, the United States
and Israel concluded a Free Trade Accord, the first official such agreement by
Washington with a foreign country. Israel currently also has free trade agreements with
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the European Union, the European Free Trade Association, Turkey, Mexico, Canada,
Jordan, Egypt and the Mercosur trade bloc.

Basic Economic & Trade Statistics – 2017
Population:
8.84 million (2.1% annual growth)
Inflation:
0.1% (January 2018) (0.4% for 2017)
GDP:
$350.81 billion (PPP), +3.4% growth est.
for 2018
GDP per capita:
$39,400 (PPP), +1.5% growth in 2017
Business Product:
+6% (+3.9% growth)
FDI Inflow:
$56.7 billion
Exports of Goods & Services: $95.6 billion (+5.4%)
Import of Goods & Services:
$90.9 billion (+8.7%)
Imports from the United States:
$12.544 billion
Exports to the United States:
$21.947 billion
Israel Trade Surplus with US: $9.4 billion
Israel recorded an overall trade deficit of $9.4 billion in 2017 due to the fact that
the Israeli exports have been hurt by a strong shekel.
Total Israeli imports, excluding defense imports, rose by 10.2%, and overall
consumption, excluding defense consumption, grew by 4.3%.
Canadian imports from Israel were worth $976 million in 2017, as opposed to
exports of only $304 million. EU exports to Israel for 2017 amounted to $26.14 billion
against imports worth $18 billion, leaving Israel with a deficit of $8.13 billion.
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Israel – Ukraine Trade
According to the State Statistics Service of Ukraine, in 2017 the total trade turnover
(goods and services) between Israel and Ukraine amounted to $973.4 million, marking
an increase of 13% compared to 2016, which was $861.3 million. Ukrainian exports
totaled $781.4 million, an 18.6% increase, while imports from Israel were worth $192
million, registering a 6.1% drop in annual terms. For 2017, Ukraine enjoyed a trade
surplus of $589.4 million with Israel.
For 2017, the trade in goods alone amounted to made $772.5 million, a 14.7%
increase (worth $99.2 million) over the previous year. Ukrainian exports were worth
$604.6 million, marking a 23.8% annual increase, while imports from Israel were $167.9
million, a 9.2% decrease, resulting in a Ukrainian trade surplus of $436.7 million.
The main exports from Ukraine to Israel were: cereals (46.5%), ferrous metals
(25.9%), oil seeds and oleaginous plants (7.9%), food industry byproducts (4.8%), wood
(1.7%), oil (1.6%) and milling industry products (1.2%).
Main imports from Israel to Ukraine were: various chemical products (39.8 %),
refined mineral fuel, oil and related products (9.2 %), plastics & polymers (8.6 %),
nuclear reactors, boilers and related machinery (5.5 %), electric machines (5 %)
pharmaceutical products (4.4 %) and goods procured in ports (6.2 %).
In 2017, bi-lateral trade in services amounted to $200.9 million and increased by
6.9% or $12.9 million compared to the previous year. Export amounted to $176.8 million
and increased by 5%, while imports were $24.1 million and increased by 23.1%.

Israel to Sign 5 Major Free-Trade Agreements
in 2018
Israel's Economy and Industry Ministry is currently involved in free-trade
negotiations with five major economies and deals are expected to be signed this year.
The talks are being held with South Korea, Vietnam, India, China, and the Eurasian
Customs Union, an economic bloc comprising Russia, Kyrgyzstan, Belarus, Kazakhstan
and Armenia.
Additional free-trade talks, with Colombia, Panama and Ukraine, recently ended
successfully.
Israel already has free-trade agreements with some of the world's largest markets,
including the United States, the European Union, and Mexico. Some 70% of Israeli
exports go to countries with which Israel has free-trade agreements. Israeli officials are
also working on amendments to the existing agreement with the European Free Trade
Association, comprising Iceland, Liechtenstein, Norway and Switzerland.
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PART II: Overview of the Israeli
Food Market
1. INTRODUCTION
The Israeli food market has changed radically in the two decades since the
implementation of the processed food articles of the Free Trade Accord with the United
States. The influx of US foods has radically altered the way Israelis buy food, as well
as their food preferences.
Israel is a technologically advanced, market oriented economy. Consumers are
sophisticated and enjoy cosmopolitan food tastes. Despite recent popular protests over
food prices and the high cost of living, Israelis remain willing to pay for high-value
products.

2. ISRAEL RETAIL FOOD & IMPORT
SECTOR OVERVIEW
Israel is a net importer of all major categories of food products. In 2017, imports
of agricultural products reached $6.1 billion, while imports of consumer-oriented
agricultural products totaled $2.5 billion in 2016.
The retail food market faces slow growth, limited competition and high prices.
Israeli food prices are 19% higher than the OECD average and it is estimated that Israeli
citizens spend more than 16.7% of their income on food and beverages. As a result,
the Government of Israel is pursuing lower custom fees, increasing import quotas for
specific food products and implementing new regulations to promote competition in the
sector and mitigate the high cost of living.
In 2016, the EU was Israel’s main trading partner and held a 39.4% share, while
the United States captured just 9.5% of the market. Food and agricultural product
imports account for about 8.6% of Israel’s total import bill.
Retail food prices are considered to be high, which is commonly attributed to
market inefficiencies and concentration along the food supply chain. The steady
increase of food retail prices was among the central drivers for society-wide protests
concerning the living standards in Israel during 2011 which led to various policy efforts
to lower prices level in Israel, on which the food sector received special focus. The
uncompetitive status of the sector was also noted by the OECD, which recommended
Israel to increase competition in order to lower prices.
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Most of Israel's agriculture is based on cooperative principles that evolved in the
early twentieth century. Two unique forms of agricultural settlements; the kibbutz, a
collective community in which the means of production are communally owned and each
member's work benefits all; and the moshav, a farming village where each family
maintains its own household and works its own land, while purchasing and marketing
are conducted co-operatively. Both communities provided a means not only to realize
the dream of the pioneers to have rural communities based on social equality, cooperation and mutual aid but also to gain agricultural output in a productive means.
Today, between kibbutzim and moshavim, 76% of the country's fresh produce is output,
as well as many processed food products.
The institutional services, including hospitals, hotels, restaurants and places of
employment account for 30%. The private-label market offers opportunities as well: it
represents over 5% of the major supermarkets volume and is expected to continue to
increase.
The Israeli food industry is expanding rapidly and consumers' habits are changing
accordingly. Over the last few years, Israelis have also started to eat out more often
and tend to select premium food when doing so.
Although Israel's organic and health food market is relatively smaller than that of
North America and Europe, there are approximately 350 organic food stores across the
country and local demand for these products has increased rapidly.
There has been a significant increase in the number of specialty stores, including
alcoholic beverages, baked good and chocolates. Specialty stores usually have a wider
variety of imported products such as sauces, preserves, fish specialties and snacks.
The 5 biggest food manufacturers, Tnuva (private, Bright Food Group), Osem
(private, Nestle) Strauss (Public, TASE), the CBC Group (private) and Unilever Israel
(private, Unilever) have an aggregated market share of over 40% with high
concentration in some specific product categories. The retailing segment is considered
less concentrated, mainly after recent structural changes.
The biggest retailer is Shufersal with around 20% of market share and a recent
financial collapse of the second-largest retailer Mega (which has been bought by a
different retailer) broke the prior duopoly and increased smaller retailers share on both
ends of the consumer segments - the low-cost segment and the close-to-home retailers.
The retailing market is stable with continuous, though modest, growth in demand. Prices
stayed stable since 2011 (which some attribute to increase in competition and changes
in consumer's behavior while others assign with the global downtrend in agricultural
products) which led to slowdown in economic growth for retailers.
Indeed, in recent years, a number of multinational firms such as Nestlé, Pillsbury,
Best Foods, Unilever, Yoplait, Danone, Knorr and Cadbury Schweppes have
successfully entered the market through licensing agreements or in partnership with
local food producers. European companies have a strong presence in the Israeli agrifood market and have developed an excellent reputation as reliable suppliers.
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Retail Sales

During the last decade, an increasing share of consumers preferred to buy their
products through supermarket chains (58%) instead of through the traditional channels
of open markets and small grocery stores. About 11% of the food products that are sold
in food retail chains in Israel are imported, while the rest derives from local production.
Discounters have increased their market share, which has come at the expense of
the two dominant food retail chains, Shufersal and Blue Square. This trend has come
to dominate the Israeli retail food market in recent years, propelled by both the US –
Israel Free Trade Accord and rising price and quality awareness on the part of Israeli
consumers.
Signed in 1985, the U.S.-Israel Free Trade Agreement (FTA) removed the
restrictions on processed foods in 1997. This led to a literal flood of American name
brand products, followed in their wake by a similar flood of clones. The competition
(both in price and in quality) led to a virtual revolution on the part of the traditional food
processors (e.g. ketchup, mayonnaise, peanut butter) to provide better, affordable
products. This then also pushed consumer focus to shift to the discount retailers, where
today most of this trade is conducted.
The retail food sector is dynamic and highly competitive. Approximately 3,000 new
products enter the Israeli food market annually. The total retail market value is $11
billion. Latest available data states that some 57% of the retail trade is controlled by the
Shufersal chain, followed by Blue Square supermarket chains. Other leading stores
include Tiv-Taam with 30 stores and a turnover of $300 million, Hatzi Hinam with $500
million turnover, COOP with $320 million and Rami Levi with $650 million.
The private label market is relatively small in Israel, yet it is growing steadily. More
supermarket chains are offering private label branded products. The share of private
label products in Israel’s largest retailers increased by 3% in 2017, accounting for 23%
of all overall retail sales. Many of the large chains offering private label products are
importing directly to access prices that are more competitive. Adoption of private labels
is increasing as consumers demand lower retail prices with guarantees of product
quality.
The private label category at the food retail chains is increasing at a moderate
pace, and it currently represents about 9% of food sales and is expected to increase to
about 20% in the next 5 years. Israel’s private label market is relatively small compared
to European countries, but it is growing.
The two largest local supermarket chains dominate the private label market, of
which Shufersal has the largest private label number of products. Both Shufersal and
Blue Square launched their private labels about 7 years ago, and both of them are
largest local food private labels. Currently, Shufersal and Blue Square have about
1,400, and 800 private label products (food and non-food products), respectively and
about 11 and 9% of their sales are private label, respectively. They are aiming for levels
similar to European benchmarks (20 - 40%).
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The third biggest private label brand is Hamutag (the brand), which is the private
label of the following discounters Rami Levy, Victory, Machsaney Hashuk, Machsaney
Lahav and Super Dush, and about 5% of their sales are private label. The sales of
Hamutag products reached about NIS 250 million ($69 million) with about 500 products.
As well, there are about 6,500 minimarkets and grocery stores and about 500
convenience stores located at the gas stations, train station and hospitals in Israel. The
convenience stores are open 24 hours and the largest players are Paz Company with
its Yellow chain and Delek company with Menta chain and Sonol company with Sogood.
Online Food Sales

During 2016-7, online food purchasing continued to expand as retailers improved
their websites, providing a more user-friendly and smarter shopping experience. New
online ventures are promising deliveries of food and other basic household goods within
four hours of placing an order. Orders are delivered at no charge with a minimum
purchase of $56. Competitors promise only same-day service with a higher minimum
charge for free delivery.
Food now makes up the largest share of online sales in Israel. The online food
market grew from approximately NIS 700 million ($184 million) in 2013 to NIS 4.2 billion
($1.1 billion) within three years.
The number of Israelis that purchase food online at least once a year increased
from only 17% in 2012 to 47% in 2017. Despite the rapid growth of the online food
market in Israel, the market share is still relatively small. Online food sales currently
stand at 4% of the total food market, while in other developed markets online food sales
account for 6% of retail sales. It is felt that online food sales will continue to increase at
a similar pace in the coming years and reach an estimated 8% of the Israeli food market
by 2020.
Food Imports

A wide range of food products is available in the Israeli market. New imported
products face fair yet serious competition in order to meet consumer needs and access
shelf space at key food chains, stores and supermarkets. The largest categories for
imported products into Israel are oil seeds, edible preparations such as sauces, soups,
products for the baking industry and feed grains.
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Israel’s Top Ten Imported Consumer-Oriented Food Product
Groups, 2016
(Latest available data)
Product Group

Beef & Beef
Products
Food
Preparations. & Misc.
Beverages
Chocolate &
Cocoa Products
Tree Nuts

Total
Imports
($
millions)

Percent of
Total Imported
Consumer-Oriented
Products

$548

22.3%

$371

15.1%

$200

8.1%

$190

7.7%

Processed
Vegetables

$138

5.6%

Snack Foods
NESOI

$137

5.6%

$131

5.3%

Coffee, Roasted
and Extracts

$115

4.7%

Processed Fruit

$115

4.7%

Wine & Beer

$84

3.4%

$2,459

100%

Dairy Products

Consumer
Oriented Agricultural
Total

Main Suppliers by
percentage

1. Uruguay 27.4%
2. Argentina 18.4%
1. Ireland 17%
2. U.S 14%
3. Italy 12%
1. Luxembourg
16.4%
2. Switzerland 15.7%
1. U.S 53%
2. Vietnam 14%
3. Turkey 12%
1. Netherlands 12%
2. China 11%
3. U.S 10%
1.Italy 14%
2.Spain 12%
1. Netherlands 26%
2. Germany 16%
1. Switzerland 30%
2. Italy 19%
1. U.S 24%
2. Turkey 11%
3. Argentina 7%
1.Belgium 13%
2.Germany 12%
1. U.S. 11%
2. Netherlands 7%
3. Italy 7%
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4. ORGANIC/VEGETARIAN/VEGAN/HEALTH/
ALTERNATIVE FOODS
Organic Foods Market
Organic foods and perceived healthier options are on the rise. Increasingly, Israeli
consumers are willing to pay a premium for organic food items. As a result,
supermarkets are giving greater priority to healthy and organic foods. Organic products
are gaining larger shares of shelf space than in the past and the variety of products is
expanding. In some cases, supermarkets have opened healthy and organic sections, or
specialty health stores within supermarkets.
Food Sales by Product Category
C
Product Types

Health & wellness
products consumption
Organic packaged
food and beverages
consumption

2
017

2
018

$
2,779.
5

$

$

Organic packaged
food consumption

51.9

Organic
beverages consumption

13.3

019

2,831.
2

65.2

2

$

$

$

$

$

$

$

$
14.3

7

$

4
.4%

5
.5%

$
16.1

2
.0%

.4%

58.0

$
15.3

1
.8%

74.1

56.0

AGR
(201
417)

$
2,949.
3

71.3

54.0

$

020

2,889.
3

68.3

2

C
AG
R
(20
1720)

3
.8%

1
6.1%

6
.6%

The total market size for organic packaged food and beverages in Israel in 2017 is
$65.2 million, making it the 28th largest market in the world by value.
Per capita spending on organic packaged food and beverages in Israel is $7.49,
which ranks as the 18th largest spending per capita in the world.
Organic packaged food and beverages in Israel will see moderate year-on-year
growth of roughly 5% in 2018. This is lower than the rest of the Middle East and Africa
region, which will experience 8% year-on-year growth in 2018.
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Vegan/Vegetarian Market
With over 400 vegan and vegan friendly establishments, cosmopolitan Tel Aviv
has become such a hotspot that even Domino’s serves animal-free pizza, and there’s
the first vegan - and kosher - cooking school in the country, the Vegan Experience.
Every September the city hosts Vegan-Fest, one of the world’s largest vegan festivals.
Sales of vegetarian and vegan products grew 17.7% in 2017. Current year sales
exceeded the previous year's sales by $9.7 million. In a list published recently by British
daily newspaper The Independent, ten cities are listed as recommended for vegan
travelers, among them Tel Aviv. Since nearly 5% of Israelis are vegan, essentially Israel
has the most vegans in the world per capita. Tel Aviv itself has about 200 vegan
restaurants and 10% of the restaurants in the city are vegan-friendly, so that at least a
quarter of their menu is vegan.
Following the trend, some specialty supermarkets are establishing vegan
departments in branches throughout Israel.
General Health & Wellness Trends
Israel’s Ministry of Health has been working to fight obesity in the country for
several years, investing in public awareness campaigns that warn of the risks of excess
sugar and sodium consumption. A notable point is that a growing number of Israeli
consumers are opting for beverages that they consider healthier, such as water,
squeezed juice and carbonated water rather than sugar-sweetened beverages.
As well, Israelis are increasingly interested in fitness and healthy lifestyles, which
has led them to increasingly join gyms and engage in jogging or sports to keep fit.
Nationally, Israeli food manufacturers, importers, retailer and restaurants are
adjusting product lines and menus for a growing population of vegans, vegetarians and
the gluten-sensitive. Supermarkets are making room on the shelves for gluten-free rolls,
special legumes, organic products and whole wheat pastas that were once only
available at specialty stores for the true diehards. Cafes have also followed this trend
— starting from low-calorie servings and onward to vegetarian menus and vegan dishes.
Another measure of current eating trends is the popularity of meat substitutes.
According to Israel’s largest database for the local food sector, meat substitutes
generate annual sales of $71 million, with 61% in the form vegetarian schnitzel-style
cutlets — 74% of that made from corn.
Many retail food chains have opened health and organic stores and sections. Blue
Square was the first to open these stores under the format of Eden Teva Market. While
Shufersal has decided not to open independent health-organic stores, they have opened
green and organic sections within their existing stores. The pricing of the health and
organic food products is usually higher compared to the regular food products.
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5. FOOD STANDARDS AND LABELING
REQUIREMENTS
Imported goods from all destinations, including food and agricultural products, are
subject to Israeli import licensing requirements. For products that benefit from tariff rate
quotas (TRQ), the Ministry of Agriculture and Rural Development (MoAG) and or the
Ministry of Economy (MoE) will issue TRQ-specific import licenses, eliminating or
reducing duties. All imported food and agricultural products require an import license
and or a sanitary/ phyto-sanitary certificate for public health reasons and other import
requirements the Israeli authorities request (lab tests, Free Sale Certificate/GMP
certificate, HACCP, certificate that the product was produced in the United States in
order to enjoy the FTA and other agreements terms between Israel and the US, etc.).
Import licenses are issued by the Israel Veterinary and Animal Health Services
(IVAHS), the Plant Protection and Inspection Services (PPIS), and the Food Control
Service (FCS).
Four agencies are involved in Israel’s food, livestock and plant safety supervision.
These include: 1) the FCS, which is part of the Ministry of Health (MoH); 2) the
Standards Institution of Israel (SII); 3) IVAHS; and 4) the PPIS, which is part of the
MOAG. The Food Control Service handles imported food licensing and is notorious for
the onerous requirements it places on high-value food product imports. Depending on
the product, the Ministry of Trade (MoT) and the MoAG share responsibility for
managing quota allocations under the EU-Israel FTA.
The Standards Institute of Israel is the agency responsible for the development of
most product standards, compliance testing, product certification, and industry’s quality
assurance systems. The Food Control Service enforces food and food labeling
standards. Although Israel is receptive to international standards, it is increasingly
turning to EU standards. Israel requires that food and health products be registered with
the MoH before they can be sold.
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Kosher Certification
Kosher is an important consideration in the export of food to Israel. With over 65%
of the country's Jewish population maintaining some degree of kosher observance, and
a Muslim population of one million purchasing kosher food that meets the halal dietary
requirement, Israel is the largest market in the world for kosher food.
Although the import of non-kosher food is not forbidden (with the exception of meat
and poultry), its marketing would be limited to a small segment of the market. The large
food chains, processing plants and institutional market import only kosher food. Nonkosher foods account for less than 5% of the total food market.
The Chief Rabbinate's office provides what is known as Rabbinate Supervision for
food products produced in Israel. It also relies on kosher certification granted overseas,
usually dependent on which supervision that is (but not always). However, since the
Chief Rabbinate's office is at times viewed as too lenient, there are alternatives.
Badatz, or Mehadrin is a general term referring to enhanced or stricter kosher
supervision. People use it to describe a particular standard, or they might mean a
general term for one or several kosher supervisions available (e.g. Bedatz Eida
Chareidis, Rav Landau, Rav Rubin, Sheeris Yisrael, Rav Machpud, etc.). The term can
also be used by a local rabbinate certification to denote a higher level than their usual
standard.
In other words, it can mean anything or nothing. There is no universal standard.
A person needs to ask the specific organization what is meant by mehadrin - this can
include not relying on a full time overseer, more careful checking of bugs in vegetables
and grains, using "bug free" leafy vegetables, using milk only from Sabbath observant
farms, etc. There are some 28 different organizations that call themselves Badatz, each
having their own standards. Some of their certification symbols are as follows:

A stricter kosher supervision is held by many products. One reason, among many,
is that health food/natural food is increasingly popular with the ultra-Orthodox population
in Israel.
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Market and Sector Business Practices
Good representation is the key to the Israeli market. Prospective exporters are
recommended to use the services of a local representative/distributor or local agent who
has a thorough knowledge of the market and is well connected with key players.
The majority of Israeli importers seek a brand name that they can develop and aim
at receiving exclusivity on the brand name for a number of years. Product promotion is
desired in order to introduce product in the market. For private label products, most
importers would conduct a taste testing and have focus groups to select the product.
Israel levies VAT (value added tax) currently at 17% of the price of the imports
which is levied on the cost, insurance and freight, landed cost plus purchase tax. VAT
is recovered by the importer upon resale of the goods and is paid back by the consumer.

6. SUPERMARKETS, RETAIL OUTLETS &
RESELLERS
In general, consumers choose to shop at supermarkets over traditional markets
due to competitive prices and longer hours of operation. Over 61% of Israeli consumers
buy their food at supermarkets. Concurrently, the share of food/drink/tobacco specialty
shops is rising, creating outlets for specific high quality goods. While many consumers
are very price sensitive, others are willing to pay a premium for high quality products.
Ten large supermarket chains dominate the Israeli market. Large supermarket
facilities are generally located in the outskirts of the major cities near major highways,
in order to service multiple geographic locations. Smaller neighborhood supermarkets
located in cities tend to carry many of the same goods at higher prices. Most
supermarkets are open only six days a week, with Saturday being a mandatory day of
rest, though there is a growing number of non-kosher chains open all week.
Large food retail chains often have their own purchasing or importing division to
handle food imports. Major supermarkets are now importing directly from foreign
suppliers to reduce costs. The top ten chains have over 700 outlets.
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Rank
2018

Leading Israeli Supermarket Chains

Revenu
es NIS
Millions

Change
(%)

# of
Employees

1

Shufersal (P)

11,852.0

0.1

14,018

2

Rami Levi Chain Stores Hashikma Marketing 2006 (P)

5,072.1

11.8

5,471

3

Dor Alon Retail Sites Management

3,356.9

-

2,600

4

Merav Mazon Kol (Osher Ad)

2,932.0

12.3

1,530

5

Yeinot Bittan

2,600.0

-7.5

4,500

6

Hatzi Hinam *

1,900.0

-

1,600

7

Victory Supermarket Chain (P)

1,600.3

14.5

2,499

8

M. Johananoff *

1,500.0

-

2,500

9

Machsanei Hashuk *

1,300.0

-

1,600

10

Tiv Taam Chains *

1,280.0

-

1,350

11

Al Mashadawe King Store *

730.0

-

1,100

12

Keshet Teamim

664.0

-

990

13

Maadanei Mania

490.0

-

470

14

Super Dosh *

438.5

-

550

15

Netivey Hesed *

290.0

-

340

16

Super Sapir-Hachi Zol

208.0

-11.6

300
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Rank
2017

Other Israeli Supermarket Chains

Turnover ($M)
2016

Branches

Employees

9

Cohen Market Warehouses

312.5

25

1,400

10

Coop Israel

213.5

49

1,017

12

M.H. Merkaz Hamazon

170.5

2

1,003

13

Freshmarket

*143.2

19

*1,400

14

Bar-Col Chains

*143.2

50

*922

16

Dubbah Saleh And Sons

138.0

4

690

19

Zol Ubegad

119.8

28

600

20

H.Y Madaney Gorme

*83.3

-

*550

21

Stop Market

*93.7

7

*500

23

Pulitzer Hadera (1982)

57.5

5

240

24

May Market M.I.

56.1

5

210

(P) Publicly Traded Company in Israel
* Estimated statistics
This section provides a brief overview of many of the leading supermarket chains
in Israel. While all are key players, not all of them are involved in direct import.
Nevertheless, if a chain is interested in a specific line, they will have their own preferred
importers that would handle bringing the product to Israel.
SHUFERSAL (http:/www1.shufersal.co.il/supersol_en/) is Israel’s
largest retail chain, operating 248 stores throughout Israel from Kiryat
Shmona in the north to Eilat in the south, employing approximately
12,400 people. SHUFERSAL operates five different retail formats
throughout Israel:
• Shufersal Sheli - a chain of 107 neighborhood stores providing customer
shopping needs, while vigilantly maintaining convenience, availability, freshness and
service.
• Shufersal Deal - a chain of 74 discount stores that offers low-priced products
throughout
the
year.
• Yesh - a chain of 54 competitive discount stores addressing different populations by
matching the products to the customers, and by offering kosher supervision for the ultraOrthodox
population.
• Shufersal Express - is a chain of 13 convenience stores launched in August
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2008. The stores are located in neighborhoods and in city centers and are mostly
operated
by
franchises.
• Shufersal Online (former Shufersal Yashir) - is a service that markets products directly
to the customer's home or office, with orders taken via the internet, phone or fax.
Starting in 2007, Shufersal now operates 20 health departments in its stores under
the "Green" brand. In addition, during 2011 Shufersal purchased "Organic
Market" (one of the leading organic food retailers in Israel) which added 8 stores
to Shufersal.
RAMI LEVY SHIVOK HASHIKMA (https://www.rami-levy.co.il/),
operating since 1976, is the leading discount food retailer in Israel. The
chain claims to slash the price of the average basket of goods by as much
as 20%. The company went public on the Tel Aviv Stock Exchange in
2007 and has increased its sales volume and number of stores each year
since.
Rami Levy operates a chain of 27 discount supermarkets in Central and Northern
Israel employing over 5,000. It also distributes wholesale to 450 stores in and around
Jerusalem. The company has diversified into retail clothing sales, real estate, and
cellular communications, with 20 stores of Rami Levy Communications selling cellular
phone services at a discount.
Rami Levy supermarkets are located in several Jerusalem neighborhoods as well
as in Afula, Haifa, Kastina, Mevasseret Zion, Modiin, Nesher, Netanya, Pardes Hanna,
Ramat Gan, Rosh Haayin, Tiberias and Zichron Yaakov. There are also four locations
in Judea & Samaria: Beitar Illit, Gush Etzion, Sha'ar Binyamin and Mishor Adumim.
Levy's stores in Judea & Samaria are often cited as a model of Arab-Jewish coexistence,
as Arabs and Jews shop and work there side-by-side.
Rami Levy Hashikma Marketing markets a house brand called Hamutag (Hebrew:
המותג, lit. "the brand"), which includes food, detergents, and toiletries. Some stores
have "Pizza Hashikma" and "Burger Hashikma" outlets which sell fast food at a discount.
The chain also includes an in-house store called Yafiz which stocks low-priced clothing
and shoes for men, women, teens, children and infants.

Rosh Ha'Ayin's ALON BLUE SQUARE GROUP
(http://www.bsi.co.il) is one of the largest retail and
energy groups in Israel. The Group is dominant in
all key areas of consumption in the Israeli economy:
food, fuel, real estate, home, leisure, cellular communications, tourism and media.
ALON BLUE SQUARE provides for the needs of various segments of the population,
operating 3 sector specific brands:
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MEGA B'IR is a neighborhood supermarket chain, with branches spread out
in city centers throughout Israel. The chain’s goal is to provide its customers
with a broad variety of fresh and high-quality products at the branch closest to their
home. The chain places special emphasis on service departments for fresh and highquality products: a delicatessen with fresh meat and poultry, an in-house bakery, a
cheese and salads deli, fresh agricultural produce with high-quality fruit and vegetables,
and naturally, a broad variety of dairy products.
MEGA BOOL helps consumers buy cheap and save money, without
compromising the quality of its products. Since launching, the chain has
striven to encourage an intelligent and educated shopping culture. To do this,
customers have at their disposal a variety of goods and services, which make the
shopping experience far more simple and convenient.
ZOL B'SHEFA is a chain targeting the ultra-Orthodox community, with
stricter kashrut certification, as well as other populations seeking to enjoy the
cheap prices this chain offers with a broad variety of products, service and
shopping experience.

TIV TAAM (http://www.tivtaam.co.il) is a privately held company,
founded in 1990, engaged in importing, manufacturing and
marketing non-kosher food. Tiv Taam's selection includes hundreds
of the meat products, seafood, cheese and dairy products, breads and baked goods,
wine and beer as well as house wares and gifts. In addition to Tiv Taam's proprietary
retail stores, gourmet goods are also distributed to some 1,000 small delicatessens as
well as to restaurants and catering outlets.
TIV TAAM acquired the EDEN TEVA Market chain in May 2015 from a receiver,
after the latter accumulated NIS 300 million in debt when Mega was the controlling
shareholder. In May 2017, Tiv Taam Holdings 1 said it will invest NIS 12 million in
relaunching and renewing the brand, now known as Eden Teva. Eden Teva, which has
eight branches and a website, will be expanded to 10 branches. Two branches have
been upgraded, as well as three departments within Tiv Taam stores.
EDEN TEVA (https://www.edenteva.co.il) opened in 2003 and immediately
established its position as the first supermarket chain and the Israeli leader in
organic food, natural food, ecological products and food additives. The Eden
Teva chain aims to bring healthy, organic and natural food to every home in
Israel – whether north, south or center. All chain branches have received organic
supermarket certification and are supervised by organic monitoring organizations
“Agrior” and “the Organic Agriculture Organization”. They carry over 16,000 organic
food products, natural products, health products, nutritional supplements and various
ecological products. On-line shopping as well.
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Another innovation is a line of beef products free of antibiotics and supplements,
which has not previously existed in Israel, with beef raised in Israel and slaughtered
under kosher inspection. In contrast to the Tiv Taam chain, the Eden Teva chain is not
open on the Sabbath and does not sell non-kosher meat product, but lacks an official
kashrut certificate.
Founded in 1995, YENOT BITAN (https://www.ybitan.co.il) is a
supermarket chain that operates 71 stores and supermarkets spread
from Eilat in the south to Nahariya in the north. The chain offers its
customers kosher, fresh and quality products at low prices, all
accompanied by courteous service provided by its 5,000 employees. Yenot Bitan places
a special emphasis on providing a courteous service, on reasonable prices, on the
quality and freshness of the products, while strictly adhering to the precepts of kashrut.
Yenot Bitan bought the Hezi Hinam chain and in 2017, the chain purchased a large
portion of the Mega chain.
Founded in 1996, the VICTORY (https://www.victory.co.il/) chain has 49
(2017) branches spread from the south to the center of the country. The
chain focuses on parallel import of leading foreign brands, as well as
domestic lines and its own house brand. In 2006, Victory introduced its
house brand, Prati Zol. In 2011, the company went public on the Tel Aviv
Stock Exchange.
Officially known as MERAV MAZON KOL – OSHER AD, the
OSHER AD (https://www.facebook.com/Osher.ad/) business model
is similar to such chains as Costco or Wal-Mart in the US, built on a
minority of products traded in large and high-turnover packages. The
Osher Ad network is based on large quantities at low prices, which also leads to low
profitability. The chain's branches open after 10 am, as from early morning the forklifts
take over the store and push merchandise to the shelves.
M. YOHANANOFF & SONS, LTD. (http://yochananof.co.il) is
a huge chain of supermarkets owned by the Yochananoff family.
The chain started out as a wholesale company and was
established in 1992 by the father of the family, Mordechai
Yohananov. Today, the chain is run by the brothers and sisters
of the Yochananoff family, and despite its size and pace of
development in the retail market, it maintains a family character that is intended to serve
all families in Israel.
The Yohananoff chain currently has 24 branches operating nationwide from
Netivot in the south to Tiberias in the north. Each of the existing and future branches of
the chain is located in city centers and in industrial and commercial areas, and adjacent
to each of them, large and spacious parking lots are available to the clientele.
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KOL BO HATZI HINAM (https://www.hazi-hinam.co.il), founded in
the early 1990s, the regional independent supermarket chain is
headquartered in Holon, and has seven stores in the Gush Dan area.
Hatzi Hinam is the fourth largest supermarket chain in Israel, with a
market share of over 5% but has significantly fewer stores than the two
major Israeli chains. In 2004, the company had an estimated NIS1.1
billion in sales and was confirmed the largest independent supermarket chain.
The Binyamina Winery, Israel's fourth largest winery, was purchased in August
2008 by the owners of Hatzi Hinam for $13.5 million. In March 2009, the company
acquired Vita Pri Galil for NIS 105 million, saved it from bankruptcy, and promised to
hire an additional 100 workers. In September 2010, Hatzi Hinam opened a 27,000square metre store in Hod HaSharon - its seventh - designed by Pelleg Architects.
COHEN MACHSANEI HASHUK (http://m-shuk.net)
is the largest food marketing chain in the south. The chain
was founded in 1966 and inaugurated its first branch in
Beer Sheva.
Today the chain has over 20 branches from Safed to Eilat, employing more than
1000 employees. The network is an equal partnership between the brothers Shalom
and Shaul Na'aman of Beer Sheva and the Cohen family of Netivot. In 2015, the chain
joined Globes Magazine, which ranked it among the 100 largest companies in Israel
AL MASHADAWE KING STORE was founded in 2009.
Al
Mashhadawe King Store is the leading food marketing company in the
Arab sector of Israel. The company has seven branches in several Arab
towns and plans to double its branches in the coming years to meet the
needs of the Arab Israeli sector.
King Store carry everything the Arab Israeli family needs from food and
food items, vegetables and fruit, fresh meat and canned food.
King Store is considered the least expensive food supply network in the country,
according to The Marker economic newspaper. King Store - Al-Mashhadawe is
engaged in the import, packaging and marketing of food supplies under the name of the
company, which benefits the Arab citizens because these products are cheaper and
cheaper than other similar products.
KESHET TEAMIM (https://www.keshet-teamim.co.il) (Rainbow of
Flavors) is a different and unique chain of supermarkets offering a wide
range of flavors and fragrances from all over the world. The chain is free
of kosher restrictions, so it carries all types of meat, seafood, wines,
cheese, sausages and sweets that cannot be found in conventional supermarket chains,
all at very attractive prices.
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MAADANE MANIA (https://www.mania-m.co.il) is the retail outlet for
the MANIA GROUP. MANIA GROUP has been actively involved
in the gourmet foods business in Israel for over 50 years. It specializes
in the manufacture of unique meat products, also operating a retail
chain of supermarkets and delicatessen stores. Mania manages the
largest pig farm in Israel, supplying some 35% of non-kosher meat sold in the country.
It currently employs a workforce of 450.
The MANIA GROUP is known for its non-kosher meat. The group raises pigs
and develops and produces a broad range of products, such as meat, sausages
pastrami, quality delicatessen, filled pastry and other gourmet items. In addition to its
own chain of stores, Mania Group also markets its products to 1,000 delicatessen outlets
in Israel, from Eilat to Kiryat Shmona.
The MANIA GROUP retail chain currently consists of 16 privately owned stores
at locations ranging from Kiryat Yam to Beer Sheva. In recent years, the group launched
a chain of gourmet delis of innovative design, combining a modern European style and
a warm country atmosphere created by wooden furnishings. The delis offer the
customer a unique shopping experience and culinary harmony.
In 2011, the Group began import, marketing and distribution of various food
products, such as alcohol, chocolates and dry food.
SUPER-DOSH, LTD. (SUPER DOSH MEHADRIN)
(https://www.facebook.com/superdush/) was founded in 1987. Since
opening its first supermarket in 1988, Super Dosh has become a wellknown brand in Bat Yam and neighboring communities. The familyowned business' line includes the retail sale of a range of canned foods
and dry goods.
Founded in 2006, NETIVEY HAHESED – SUPER
HESED is a large and spacious supermarket chain
catering to the ultra-Orthodox population. In 2017, the
chain had at least 24 outlets in various ultra-Orthodox
and other communities in Israel. There are many deals
that change every week, although some of the deals are for club members only. Club
membership costs only NIS 20 ($5.50) per year.
The Sapir Group, established in 1996, manages and operates the SUPER
SAPIR retail food and the "Hachi Zol" chains. Super Sapir is the private
network in the format of leading neighborhood stores in Israel. The chain
currently has 14 branches from Jerusalem to the north of the country.
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The chain began in 2009 the poorest area in the southern industrial zone as a
spice shop, a household goods store, and a store for household electrical appliances
and computers. The chain's stores had sales of over NIS 300 million for 2017.
Super Sapir is meticulous about the observance of kashrut. The chain's stores are
not uniform in character, as the company has adapted the appearance of the stores, the
variety of products and the hours of operation according to the population analysis that
visits the store, and also operates 24-hour shops in Jerusalem, Afula and Haifa.
FRESHMARKET is a nationwide chain of supermarkets, offering a wide
range of fresh and quality food and consumption products at affordable
prices. The network regretted the value of personal service and family
relations, both among network employees and for customers.
STOP MARKET (http://www.stopmarket.co.il), opening in
2000, is a supermarket chain that operates 7 days a week, with
an emphasis on a rewarding shopping experience. It currently
runs 8 branches, mostly in the Haifa area and the central coast.
POLITZER HADERA (1982) (https://www.politzer.co.il) is a chain of
supermarkets has five branches in the Hadera-Caesarea-Pardes HannaKfar Vitkin area in central Israel. Politzer customers enjoy the highest
quality products at the best prices and receive excellent service and a pleasant and
refreshing shopping experience in clean and orderly stores. We make every effort to
bring our customers juicy fruits and the freshest and highest quality vegetables every
day. In our butcher's departments we sell fresh poultry, fresh meat and fresh fish - all of
excellent quality and professional delivery. At the delicatessens of the Politzer branches,
you can purchase and savor a wide variety of delicious homemade salads, cheeses,
cold cuts, pastries and breads of uncompromising quality.
The Politzer network employs more than 200 dedicated employees. Their
branches are located in the heart of population centers and are large enough to display
a very large variety of products, but not yet too large.
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8. RELEVANT TRADE EVENT – ISRAFOOD
One way of engaging with the local market is to attend IsraFood, the key trade
event for the food sector in Israel. The show has once been a very large event, but once
the Free Trade Accord with the United States came into effect, its importance dropped
as Israeli importers chose to attend Anuga in Europe or US based events (such as
Kosherfest). In the past few years however, the show has experienced a revival.

The leading Israeli event for food products is
ISRAFOOD (https://www.stier.co.il/israfood/en/). The upcoming 35th International
Exhibition for Food and Beverage will be held on 27 - 29 November 2018, at the Tel Aviv
Fairgrounds. Israfood is perhaps the best platform for a professional and business
development between manufacturers & importers, and representatives of the
institutional, professional, retail chains sectors as well as the private sector.
In addition to the event itself, Israfood is held within the framework of "Israeli Food
& Hospitality Week" events, and takes place concurrently with:

Hotex, for equipment, services & technologies for the Hospitality Industry, the
Retail and Institutional Sectors.

Kitex - The 22nd International exhibition for institutional kitchens and
restaurants Equipment.

Bake & Cake - The Exhibition for equipment, ingredients and supplies for the
bakery & pastry industry.
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9. ISRAELI BUSINESS PRACTICES AND
CUSTOMS
Israel’s business environment has no particular business protocols; it mainly
follows Western style conventions, which makes most businesspeople feel very
comfortable in doing business in Israel.
Western business travelers will find the dress code in both the public and private
sectors to be much less formal than in the U.S. or Western Europe. Wearing a business
suit may be appropriate in meetings with high level executives and government officials.
Appointments can be made on fairly short notice; however, reconfirming appointments
is advised, given that most Israelis tend to have busy schedules.
Israelis are wont to arrive well prepared for meetings and are very direct. It’s
desired to provide your hosts with an agenda outlining your objectives in advance.
Exchange of business cards is common, although some may be less wed to this
practice. Therefore, provide your business card early on and politely request one in
return, if not offered.
In terms of language, English is widely spoken in the business community and in
government offices, but knowing and using a few Hebrew words, especially introductory
phrases and greetings, can be useful. Hebrew and Arabic are the two official languages
of Israel. English is the third and principal international language, though Russian is
also prevalent. Most Israelis are multilingual.
Many signs in public places are in three languages (Hebrew, Arabic and English).
The typical work week is Sunday to Thursday, 08:00 to 17:00 for most businesses
and government offices. It is best to stringently avoid business meetings on Fridays and
especially on Saturday, the Jewish Sabbath.
Jewish Holidays in Israel are mainly in April and September. It is advised to consult
a calendar or online sources to confirm Jewish holidays, in which part of the holidays
most local business are closed. There is no public transportation on the Jewish Sabbath
(Friday sundown to Saturday night) and on Jewish holidays. On Israeli national days,
while there may be transportation, little or no work is done.

10.

CONCLUSION

The Israeli food market offers many opportunities for foreign manufacturers. The
trend of Israelis exhibiting increasing interest in food choices and pursuit of premium
and specialty food items bodes well for new international brands seeking to enter the
market. It is important to take into account the relevant licenses, import procedures,
standards, kosher certification and costs involved in the import process.
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EXPORT PROMOTION OFFICE
Export Promotion Office (EPO) is a
consultative and advisory body under the
Ministry of Economic Development and
Trade of Ukraine, that has been founded as
a one-stop-shop to help Ukrainian
exporters in opening new markets.
The strategic goal of the EPO is to
help Ukrainian business to become
successful in international markets by:
developing the export competencies of
Ukrainian business, ensuring partnership
and cooperation between Ukrainian and
foreign
businesses
and
promoting
Ukrainian products and services abroad.

info@epo.org.ua
www.epo.org.ua

EPO provides assistance in the
following areas: Export consulting, Export
education, Trade missions and B2B
meetings, B2G platform, SheExports
platform.
We aim to create a full-scale export
promotion institution as a one window
entry point and ensure an export-oriented
ecosystem that will include government
institutions and the business community.
EPO is supported by the Western
NIS
Enterprise
Fund, The
Expert
Deployment
for
Governance
and
Economic Growth (EDGE) Project and
EU4Business initiative.

@exportpromotionoffice
@EPOukr

EU4BUSINESS INITIATIVE
The program is being
implemented by the European Bank
for Reconstruction and Development
(EBRD) and funded under the
EU4Business initiative of the
European Union.

The EU4Business initiative brings
together all EU programs aimed at
supporting small and medium-sized
enterprises in the Eastern Partnership
region, which includes the EU, its
member states and six partner
countries: Armenia, Azerbaijan, Belarus,
Georgia, Moldova and Ukraine. More
detailed information on the official
website

www.eu4business.eu
28

