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WO events in recent months have had
a major effect on world politics and particular-
ly on the tangled politics of the Mid-east -- the
fading of the Cold War and the incisive defeat

of Iraq in the Coalition War.

The Cold" War’s termination has largely
ended America’s nightmare of a nuclear at-
tack on its own territory, although there is still
concern as to who will end up controlling the
Soviet nuclear stockpile. It has also materially
changed the dynamics of the Mid-east, forcing
the world to look carefully at the local impli-
cations of its real and potential conflicts rather
than regarding them as merely regional as-
pects of the larger superpower competition.

The Coalition War also has contributed to a
changed Mid-east. It has greatly reduced Is-

rael’s legitimate security concerns
by neutralising Iraq, its most for-
midable potential enemy in the
area, just as the Camp David ac-
cords had earlier neutralised Egypt
which was then Israel’s major mil-
itary threat. It has demonstrated
how quickly and effectively Amer-
ica can project its military might
many thousands of miles from its
own borders. It has impressed the
whole world with the extraordi-
nary capabilities of America’s
highly sophisticated weaponry.

The Coalition War has also
served to undercut Israel’s claim to
significant strategic value as a mil-
itary defender of America’s inter-
ests in the Mid-east. Finally, Scud
missiles fired from Iraq many
miles away have shown the fatuity
of Israel's claim that its security
depends on its keeping a buffer
zone or achieving possible defence
in depth by the absorption of the
occupied territories,

Against the background of these
events the president and the secre-
tary of statehave chosen what they

The Bush administration has repeated-
ly asserted that the peace efforts they
are undertaking will succeed because
all the parties earnestly want peace.
But is that really true? Although various
polls indicate that a high proportion of
the ‘Israeli public would welcome a
peace and might even make some
slight territorial assumptions to achieve
it, that is decidedly not the opinion of
the Shamir government. So long as the
status quo is maintained, Shamir’s fac-
tion looks forward to the chance to co-
lonise the occupied areas with so many
Israeli settlers that any territorial revi-
sions will be politically impossible. The
implied threat of Secretary Baker thal
this is the last chance for America to
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onomic failure can be attributed 1o
the legacy of Israel’s Marxist and
Fabian founders. They shaped its
laws and institutions on the prem
ise that the state -- or organisations
controlled by the workers - should
own the means of production,
Thus, directly or through its agen
cies, the Israeli government today
is the owner of over 93 percent of
all the land in the country, while,
taking account of the industries it
also owns, the government em
ploys over one-third of the Israeli
workforce and produces approxi
mately 20 percent of Israel’s gross
national product. Another 20 per
cent of the nation’s GNP is pro
duced by firms owned by the His
tadrut, Israel’s all encompassing
labour union. These union hold
ings are also an anti-competitive
force since not only does Histadrut
have close tes with the govern
ment, but the strategic decisions of
its firms are governed by union
member demands rather than con
siderations ,of long-term profit or

of labour market restrictions is es-
pecially urgent when so many im-
migrants need to be employed. For
example, high premiums required
for workers on second and third
shifts impede employment in exist-
ing plants.

“Downsizing and streamlining
the regulatory structure will permit
drastic shrinkage of the govern-
ment bureaucracy, the main source
of complaint of foreign investors.
An independent commission, with
its own staff, should be set up to
review the regulations and recom-
mend the elimination of those that
impede the operation of markets.”

These contentions have been
even more vigorously stated by ex-
perts in Israel as well as by pro-
Israeli American visitors.

Professor Moshe Syrquin of Bar
Eilan University has noted that the
Israeli economy maintained a good
record so long as US aid was mini
mal. *“Then, as aid increased, out
put and productivity slowed and
resources were shifted from invest-

e s b cescccstcmtlan A LA anaklad

A large part of Israel’s appalling economic failure can be attributed to the lega-
cy of it's Marxist founders. They shaped its laws and institutions on the premise that
the state -- or organisations controlled by the workers -- should own the means of
production. Thus, directly or through its agencies, the Israeli government today is
the owner of over 93 percent of all the land in the country, while, taking account
of the industries it also owns, the government employs over one-third of the Is-
raeli workforce and produces approximately 20 percent of Israel’s gross nation-
al product. Another 20 percent of the nation’s GNP is produced by firms owned
by the Histadrut, Israel’s all encompassing labour union. These union holdings
are also an anti-competitive force since not only does Histadrut have close ties
with the government, but the strategic decisions of its firms are governed by un-
ion member demands rather than considerations of long-term profit or loss

government to increase its share in
the GNP from 59 percent in 1973
until during the period 1983 to
1991 it ran between 90 and 110
percent of GNP each year.

Amon Gafny, who served as
governor of the Israeli central bank
from 1976 to 1981, suggests that
Israel has suffered from what is
commonly called the “Dutch Dis-
ease”. He means by that that a tem-
porary “gift of nature” like the
Dutch natural gasfields, or Israel's
external aid, may confer benefits
for a limited period, but in the long
run will impair a country’s compet-
itiveness by encouraging it to
spend beyond its peoples’ own
means.

What this sad recital means, in
effect, is not only that Israel has
become a “remittance man” coun-
try, as America's representative at
the Lausanne conference, Mark
Ethridge, had predicted soon after
Israel’s founding in 1949, but that
it has begun to act with the profli-
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engender? Until that is actually ac-
complished the US, as one Israeli
economist has suggested, will con-
tinue to pour large proportions of
our aid money down a bureaucratic
“black hole”. There is no way we
can benefit Israel more than by
coercing it to abandon a socialism
which events have now shown to
be a bankrupt concept.

As a first step towards recognis-
ing the new reality, Israel should
abruptly halt the practice of treat-
ing its overblown military as sacro-
sanct. Israel’s historical obsession
with security leads it to maintain
an excessively large and expensive
military establishment calculated to
meet a theoretical attack by the
combined forces of all 21 Arab
states, rather than merely a poten-
tial challenge from its neighbours.
Thus, Israel’s armed forces con-
sume the highest percentage of the
GNP of any modemn country.

Meanwhile, increasing civilian
consumption outstrips Israeli do-
mestic production, leaving less and
less savings available for invest-
ment in Israel’s aging industrial
base.

To free our country of domestic
political pressures so that it can
propose the necessary phase-down,
the US must stop accepting dicta-
tion from pro-lsraeli organisations
such as, in particular, AIPAC.
There are many proposals now be-
fore Cooneress to nromote electoral

Of the 69 times
America has ever
exercised its
right of veto, 39
of its vetoes
have been cast
to avoid hurting
Israel’s feelings

parties should negotiate to deter-
mine “the final status of the West
Bank and Gaza".

Israel's government under Begin
was less finicky than is the current
Shamir regime. Nevertheless, the
second phase of negotiations fore-
seen by the Camp David accords
never took place. The reasons for
this have been pointed out by.
among others, William Quandt,
now at the Brookings Institution,
who was a member of the US team
that led the negotiations at Camp
David. He suggests that the negoti-
ations might have succeeded in at-
tracting Arab support had they in-
cluded provision for the following:
A permanent freeze on settlement
activity; the entrusting to the self-
governing authority of control over
land and water resources; provi- |
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