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The Projects of the Hammer Fund
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The Role of Water in Nation Welfare, Professor Benjamin Ben-Tal, Technion
Hammer Fund has also been involved in Water Project the Institute for Social and Economic
Policy in the Middle East Kennedy School of Government Harvard.
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Meir Ben Meir - Yokneam # 04893587 Fax 04-893502 Pilgei Maim

Interview with Meir Ben-Meir Tel -Aviv January 6,1994

Educational and Professional Background

No formal education, was Water Commission in 1977- 81 , Director General ofMinistry of
Agriculture 1988-88, and in 1990-92 Head ofResearch Center ofMinistryof Agricutlure.
Among other appointments: Manager of the Sewage Authority, Tahal and Agresco. Prior to
public service was a private farmer from Yokneam.

Political Affilation

Claims no political affilation, was appointed by then Minister ofAgriculture Ariel Sharon,
Served under Simha Erlich, Peshah Grupper, Ariek Nehemkin and Raphael Eitan, when he
was made the head of the Reseasrch Center.

Question # 1: How would you review your tenure as opposed to other Water Commissioners.

Impossible to review it in a tme perspective of a singel Water Commissioner, because there are
dramatic changes in the Israeli climate. A tenure ofa Water Commissioner can be influenced by
the character of the climatic cyckes in the region.

Question # 2: What is the most severe water problem in Israel?

The absence of an operating storage capacity is more acute than the fluctuation in climate.
There is no regulator in the passages from dry to wet seasons. In a very rainy winter we do not
store more that in a relatively dry one, because there is no storage capacity.

Question # 3: Did you support market mechanisms for declining with water shortages.

Against regulation through allocation and pricing. I reject it because I don't consider water and
agriculture as a separate or well defined subject, but rather a one facet of a more comprehensive
question of national values and life style. We have only four million dunam of arable land, do
we or do we not want to keep the arable land cultured. It is not only of our interest as farmer
but also in our national interest, to preserve this land. We also have a responsibilityto the future
generations to preserve land. In a sense, this is a biblical mandate as the Bible teaches us that
the land has to preserved for future generations. Today, the thinking is that we do not need
agriculture, this a form of modernization which emulates the United States where the approach
is moreeconomic (i.e. marketeconomy). We should not do anything that would present a
irreversible situation to agriculture. In steadof adopting American solutions weshould tryand



emulate theEuropean community which is trying to preserve its agriculture. What is at stake
here is much wider than the narrow agricultural issue.

Question # 4: Can you tell me something about the agricultural lobby?

Theagricultural lobby is to a large extent an invention of academia andjournalists. Even if in
the past, farmers hadsome political importance, this is not the casetoday. Because of the
change in votingpatterns, the farmers, privateand cooperative, have verylittle influence on
policy making. Onemajorreason for the decline of the agricultural lobby is the changing
values of the Israeli society whichhas revertedto being a mercantile rather than agricultural
society. In addition, there is an slavish emulation of all things emulating slavishly all things that
are American.

Question # 5: Do your support water management through water pricing?

Does not support water management through pricing. For once, the question is not relevant as
far as drinking water is concerned. More generally, we cannot introduce market mechanism
into pricing because of two reasons: 1) according the Water Act, water is a public good, not a
private good. Only private goods can be subject to pricing mechanisms; 2) some elements of
the water supply system are not amenable to privatization, and especially the National Water
Carrier 3) as long as Macerate is a governmental monopoly, realistic pricing is impossible.
Macerate is not an efficiently run organization, and as a result water produced by Macerate is
grossly overpriced. However, it is impossible to dismantle Macerate because it represents one of
the "sacred cows" ofthe government. Government has no right to fix the price ofwater
through the monopoly ofMacerate.

Question # 6: Could you be more specific with regard toward the charges about Massste?

I can give you one example of the way MtfWte was pricing water. In my capacity as the
Manager of the Sewage Reclamation Authority, I was the author of a number of reclamation
programs, including the Gush Dan project and the Tishlovet Kishon reclamation system.
Macerate priced the water at half a dollar per CM, but it could have been produced much
cheaper (at 28 agurot 10 cent).

Question # 7 Could you comment on the problems of the balance of water in Israel

The question ofbalance of water is very misleading. There have been some three or four
simulations to estimate the parameters of some possible scenarios. The so called 1,800 MCM
"water potential" can be considered as potential as long as the flexible consumer (agriculture)
is consuming 70 percent of water. In 1991, there was only one billion cube of water left. At
that time the population betweenthe Jordan and the Mediterranean was 7 million people. In a
second dry cycle, when the population will reach 10 million people (and the consumption levels
ofPalestinians and Jews will be comparable) and the storagewill by only one billion cubic
meters left, there will be flexibility in the system (only drinking water). Because of the lack of
flexibility, there is no balance. The draught cycle occurs every seven years or so.



If there is a another cycle of dry weather, during Water Commission two huge reclamation
systemDan System 100MCM, replacing the water from Kinneret, The Greater Haifa Area,
which is expected to supply some 100MCM to Jesreal Valley. At the moment it is supplying
only 25 MCM.

Question# 8 What will happen to agriculture if Israel will use most of its water potential for
domestic-industrial purposes?.

The only possiblesolution to the problem is large scale water reclamationprograms. If
reclamation is done properly, then 65% ofeffluence can be recycled. In the even that 1,000
MCM are targeted for domestic use, then 650,000,000 CM can be diverted to agricultural use.

Question # 9 Since you oppose market mechanisms as a solution to water problems in Israel,
how do you see the future?

I do not oppose market mechanism as a principle, but I would like to see it used in conjunction
with other approaches. The future is not in pricing but in inventing more water efficient ways of
farming. In spite of the fact that there have been no market mechanisms in Israel, extremely
efficient agricultural techniques have been invented, such as fertigation or high yield seeds. If
we can double or triple the yield from a unit of water, then it would be more beneficial than
using market principles only. Here again, the state and not the individual farmer can lead in
technological innovation.



Interview with Arnon Sofer January 10, 1994 Haifa University.

Question# 1 Can you tell me something about the Jaffe Center Water Report?

The original ideacame from the Foreign Ministry, whose Director General, the former General
Abraham Tamir decided to initiate a series of long term projects pertaining to the future ofIsrael
and the Middle East. Yitamar Rabinowitz, who was then the head of the Dayan Center was
asked to develop a project about water resources in the Middle East, and he approached me to
undertakethe venture. I approached Nurit Kliot, a geographer at Haifa University to participate
in the projects. Our initial project had a simple structure: it is based on the surveyofwater
resources in the Middle East (which subsequently appeared in my book, Rivers ofFire. We
submitted the project to the Ministry ofForeign Affairs and there were also operational
recommendations. All the rivers were surveyed and the West Bank had its own chapter. Nurit
Kliot, tended to emphasize the legal problem and the general theme of scarcity ofwater (her
book includes manyof these themes). The time framework of the original project was 1987-88.

After the initial stage, the Gaff Center approached Yehoshua Shwartz and Aharon Zohar from
Tahal to develop the project. The project which has included many of the original ideas our
project, but also had parts which were based on the long time work of Shwartz.

Question # 2 Why was the project not released for general publication?

The then Minister ofAgriculture Raphael Eitan did not like the political and academic
connotations of the projects. The current Minister ofAgrictulture Yaacov Tzur and his Water
Commissioner Gideon Tzur follow the policy of the Labor government. The thinking today is
that if the Report was officially released, then it would look like its was legitimized by the Israeli
government.

Question # 3 How close is the report by Zeev Shiff to the original report?

In essence, the Shiff report is correct and the maps which he provides are the most essential part
of the report with regard to the water "red lines".

Question # 4 Why was the report suppressed?

During the tenure ofRaphael Aden, the political connotation ofthe report went against the
declared attitude of the Tzomet party about water. When Yaacov Tzur was appointed he refused
to change the policy. Declassifyingthe report would give legitimation to the idea that Israel
can withdraw without jeopardizing its water resources. However, Zohar has been appearing in
all sorts of conferences and discussing the content of the report. For instance,
there wasan international conference at the NegevCenter for Regional Development at Ben-
Gurion University in cooperation with the Lewis Center for Regional Studies. The proceedings



of the conference were published by Yehuda Grados (ed.) The Pease Crescent: Comprehensive
Regional PlanningandJointRegional Projects byIsrael andherNeighbors as a Means to
Promoting Peace.

Question # 5 What is the gist of the current water negotiations?

There are two themes of negotiations, one multilateral and one bilateral with the Palestinians.
The major problems are the analysis of legal aspects of ground water and surface water,
riparian right to ground water are hard to solve as there are few known legal precedents. Noah
Kinarati from the Jewish Agencyand Ministry ofDefense is involved, also teams from the
State Department. Professor Uri Shamir from the Technion is involed in the negotiations.

Question # 5 What do you see as a major problem in the negotiations?

The problem of ground water is undoubtedly the most difficult to solve, as there is no exact
knowledge about the amount of water in the Negev and Sinai, no one knows, and there are
created around it. The other problem is organizational: the division of power and functions
between the State Department, Defense Department and the Water Commissioner. In the past,
when Gen. Abraham Tamir was in the State Department he initiated many comprehensive
projects. Today, the lines of responsibility are not clearly defined.



Interview with Professor Dan Zaslavsky Dean, Faculty of Agriculture, Technion

Former Water Commissioner January 10,1994

Question # 1 As a former Water Commissioner, what is in your opinion the most serious
problem of the water management system in Israel?

The entire water management system need to be restructured, as a matter of fact it has to be built
from scratch. The problems were especially acute until the end of the tenure ofZemah Ishai.
When I took over, there was no professionalism in the Water Commission, there were only were
only four engineers in the Water Commission itself and the institution depended entirely on
Tahal and Mekorot. This was a very unhealthy situation because the Water Commission, by
law, is supposed to oversee Tahal and Mekorot. The Water Commission had no professional
status and authority and its Review Committee [ Vaad Shiput] (in charge ofapproving the plans
and projects proposed by Tahal and Mekerot, depends on the professional opinion of planners
and engineers from Tahal and Mekorot. In addition, the, Review Committee works without well
defined standards and rules, and its dealings with Tahal and Mekorot reflects this reality. For
instance, most of the projects which Tahal was asked to undertake where not reviewed
beforehand, in many instances the projects were not accepted, again without a review process,
but on those cases where projects were carried out, they were finished before they were officially
approved by the Water Commission. The lack of oversight has also resulted in time and budget
overruns by Tahal.

Question # 2 Have you tried to change the situation, and what were the results?

When I wanted to change, I discovered that it is impossible to reform the system because ofthe
Ministry ofFinance. The Budget Office of the Ministry ofFinance has a nonwritten rule which
said that projects thatwere not approved wouldnot get moneyfor planning. This created an
absurd situation, whereby planning could not be carried out, unless the project was approved a
priori by the Ministry ofFinance. The result of the system was that there was no planning for
large regional and national projects and no overall strategic thinking.

Question # 3 How has this particular system affected the relations between the Water
Commission and Tahal and Mekorot ?

Because Tahal and Mekorot achieved a hegemonic portion in the water system in Israel, it
enabled them to create a de facto cartel. Instead of competing for projects, there was an
unofficial agreement betweenthe two companies to exaggerate the cost of the projects. This
way Tahal would make more moneyand Maceratecould operate withouttaking any financial
risksor evenenjoyed a comfortable profitmargin. The result was that the production cost of
water in Macerate projectswas veryhigh, at in certain projects reached 1.21 shekel in 1991 (50
cents)per CM. For instance, the Gush Dan reclamation project costmore thana shekel perCM
andTishlovet Kishon 1.2 shekel per CM. More realistic prices should have been up to 0.3



shekel per CM. Macerate is a natural monopoly and it makesall questions of privatization
dubious.

The same problem occurred in the desalination plans. During my tenure as Water
Commissioner, I insisted that there should be competitive bidding on water projects, including
desalinationprojects. In one of the biddingon a desalinationproject,Maceratewon against
anotherprivatecompany. However, in spite of the fact that Macerate submitted the lowestbid,
the actual cost ofdesalination was much higher because of subsequent cost overruns.

Question #4: In the light ofyour experience in the Water Commission, how would you evaluate
the Ben-Port Report?

I do view the Ben-Porat report as very important in illuminating some of the most important
problems in water management in Israel. However, the report did not focus on what is probably
the most important reason in water management in Israel, namely the function of the Finance
Ministry in water management. For more than a decade since I became Water Commissioner,
the Budget Department of the Finance Ministry has not approved any large scale water
development projects. In fact, since the construction ofthe National Water Carrier, there has
been no national planning of water projects in Israel. Because the Finance Ministry gave only
small piecemeal sums, rather than overall budgets, the costs of construction ofany given project
have normally doubled (because of interest charges and cost overruns related to the lack of
money to finish the project). For instance, the Negev line that was expected to carry reclaimed
water to the Negev, has been in the process of construction for many years. As a result, fresh
water was wasted in great quantities.

The real reason for the policy of the Finance Ministry was related to the fact that farmers have
not payed the real cost of producing water. The undeclared policy of the Department of
Finance was that as long as the farmers are not going to pay the real cost of water, there is no
need to develop more water resources. This particular policy, although somewhat justified from
the perspective of the Ministry ofFinance, has had an extremely detrimental effect on the overall
water situation in Israel. In the absence of new water projects, including reclamation and
water desalination, damage has been inflicted on the water aquifers. The policy caused the
continuous use of fresh water and the overpumping of the Coastal Plain aquifer. Now the
overall damage to Israel water resources is great and irreversible. The Comptroller did not
realize that this was the core of the problem and has not included it in its report.

When I became Water Commissioner, (August 1991) I explained this problem to the then
Minister ofFinance, Yitzhak Modai and he released a large budget for overall planning ofwater
projects. In spite of the fact that we had some disagreements, there was trust betweeen the
Water Commission and the Finance Ministry during my tenure.



Question #
bad?

5 Why are the relationbetween the MinistryofFinance and Water Commission so

Themajor reason for the bad relations is the historical lack of trustbetween the Ministry of
finance and the Water Commission and the Ministry ofAgriculture. Because of the lack of trust
the entire system doesnot work. The lack of trust has stemmedfrom the fact that perception
in the MinistryofFinance is that the Water Commission is layingabout facts and figures.
Because there is no professionalism in the Water Commission, and there are no professional
ideas, everything is subject to debate and negotiations. This particular lack ofprofessionalism
leads to a culture in the Water Commission where two and two can be five or three. When I was

Water Commissioner, I tried to change this culture and a more trustworthy relation between the
Commission and the Ministry ofFinance was built. However, my insistence on professionalism
lead the new Minister ofAgriculture, Yaakov Tzur to fire me. When he was appointed, I told
him that the system is not working, but Tzur, who represents the old culture in the Water
Commission, could not tolerate me. The old style politicians cannot operate in a honest and
professional way, they are not used to it. They are allergic to this. They cannot stand it.

Question # 6 Can you elaborate upon the issue ofthe "old culture" in the water management
system.

The entire system is twisted and non-functional. Even the famed "water lobby" does not serve
the interests of the farmers. The lobby is represented by professional lobbyists like Simcha
Assaf, who only rethorically declares his concern for farmers, but in reality cares only about his
won job. Assaf and other "activists are self serving and they have harmed the real interests of
the farmers. Today, even the farmers understand that if you do not use water correctly, in the
long run the entire future ofagriculture is in jeopardy. When I was fired by the Minister of
Agriculture, I received many letters from farmers who wanted me to stay on.

Question # 7 Were you to continue as the Water Commissioner, how would you deal with
improving the system?

There are some urgent reforms that need to be carried out for the water management system to
work properly. First off all, there is a need to create a Coordinating Committee, to oversee the
planning and execution activities in the entire water field. There is a need to institute rules for
bidding, opening the planning process to private firms and to stimulate the competition. For
instance, in one of the sewage reclamation projects, the bidding was open, whereby both Tahal
and a private firm participated. There is a need for national planning and not just the piecemeal
approach that I have mentioned before. The same principles apply to desalination, where there
is an urgent need to open the bidding in a competitive manner When I was Water
Commissioner, I started to institute all these reforms.

One ofthe important issues that I wanted to address was the Review Commission and the review
process of projects. Every project need to have a review panel and a referee that would follow



the projectfrom the planning to the execution stage. Because of the absence of such a
procedure, the cost of the projects is more than fourfold from the initial budget estimate.

Another issue that need to be addressed is what can be termed the physiology of the engineering
operations. What I mean by physiology is the overallview of the project and how it relates to
other projectsand the overall mission. If you do not have such an overview, mistakes and cost
overruns are inevitable. Engineers work at the very basic level and thus there need to be a more
comprehensive review of the situation. The overall mission has to be defined, and performance
evaluated with regard to the overall mission. There also need to be an openness in the water
management systemwhich wouldallow for creativity. Like in matter of national-military
strategy, so in water there needs to be a process whereby alternatives and scenarios are
generated. However, as I already pointed out, such a process has not existed for decades and
there is no national planning or debate.

An additional issue that needs to be addressed it the separation of the different branches
involved in the water management process. One of the major deficiencies in the process can be
attributed to the fact that in the system today, there is no separation between the various
elements of water managment. Since there is no separation of authorities, the planner also
executes the project and also serves as its inspector. For instance, in most cases, Mekorot is the
planner, the inspector and also builds the project. The result of this process is that Mekorot
represents a natural monopoly. Natural monopolies are monopolies where the fixed investment
is so high that introduction of a competition will only add economic activity in which the
required fixed investment is so high that the relevant range ofactivity is such that the average
cost are decreasing. Ifone unit is producing q at an average cost of c, splitting the production
equally between two units, each ofwhich will produce q/2 the average cost will then be cl
when cl is greater that c, then the overall cost will be clq > cq. As a result, part of the Mekorot
monopoly like the National Carrier should be left as a monopoly,, but construction should be
privatized. Mekorot should be the body that issues construction tenders and designs the
specification for the tenders. The big question is who will supervise the bidding process?
Ideally, it should be done by the Water Commission, but the Water Commission is not
professional enought to carry this task out. As a result, all plans for the privatization of the
water system in Israel cannot be carried out. The state (in this case, the Water Commission
cannot serve the function ofa supervise because the state is not a "rational" decision maker. As
in many comparable situations, the political system in Israel represents local and parochial
interests.

A related issue here is that in matters of water, there is no consumer in the normal sense of the
term. By default, the state becomes the customer, but because of the limitation of the state, it
cannot serve as a good consumer. The state does not understand water issues and thus cannot
provide guidance and input.

Question # 8 What is your opinion about the ideas to abolish the Water Commission and create
an independent Water Authority?



At a certain point in timethere was an agreement to liquidate the Water Commission, and
institute a Water Authority. In one of the versions, Tahal or Mekorot was supposed to become
core ofthe new Authority. However, this is not a good idea, because Mekorot is a natural
monopoly, the Ministry ofFinancewhich supportedthe idea ofabolishingthe Water
Commission and establishing the WaterAuthority did not understandthe fact Mekorot is a
naturalmonopoly. In any case, there is a need to restructure Mekorot. Mekorot needsto wheel
from other resources, and there is a need to seperate between Mekorot as a management and
construction body. The preferred solutionwill be for Mekorot to use privatemarketfirms and
processes in the constructionprocess. Only after such a reform is carried out, will the water
cost reflect market prices, at the moment, the price does not reflect the cost, as there is no
competition in the water production market. By the way, water is a metaphor for every other
system in Israel, and the same situation obtains in other utilities.

The problem of the eastern aquifer, and the moment there is no clarity with regard to the amount
of water that is draining on the eastern side ofthe mountain aquifer, probably some 150MCM.
The problem was highlighted with regard to the Herodion drilling where it was not known
whether it would add to the available pool, or whether it would tap into the existing one.

Water planning Authority which would take over part of the governmentalactivities of Tahal.
which would operate a regime ofhigh salaries to attract better personal.

Question # 9 What is the water balance today?

There are a number of problems with regard to the definition of the water balance in Israel.
The real question here is what is the amount of water that we have to our disposal. There are a
number of problems that make the evaluation of how much proven reserves do we have difficult.
First of all, there is the question ofwhether we can use saline water. Some hydrologists claim
some 150 MC of saline water can be included in the water reserve, but it is not clear whether we
should consider this part ofour water balance. Second, there is no clarity with regard to how
much water can we use in the Mountain Aquifer, as some of the water is (about 150 MCM) is
flowing east of the watershed and cannot be considered part of the national reserve. This
problem was highlighted with regard to the drilling in Herodion, where the debate was whether
this ground water represents an addition to the proven resources or it taps the extant ones.
Third, when we speak about the water balance we need to talk about different types of
probabilities. For instance, in 1991,1 could relay on 800-900 MC in terms of 100% probability
of availability, in addition to some 300 MC in lower probability. So every time we speak about
balance we need to specify the probabilities involved and the different quantities attached to
different probabilities. Much dependents on extant and future plans for catchments etc...
In any case, with regard to the balance, we have overpumped the aquifers systematically, even
though I ordered the cuts in allocation in 1991.

Question# 10 What will be the consequence of the constantoverpumping?



I viewthis problem with extremegravity, becauseit is more complex than we havetraditionally
assumed. The orthodoxhydrological theory says that we can withdrawfrom the aquifers the
same amount that is "put in" in any given year, or some type of an average. However, in my
opinion, we need to withdraw 1/3 less than is put in, because this amountof water is neededto
create the necessary circulation to wash out the minerals. If the process is not carriedout, then
there is a constant increase in the deposits in the aquifers. In Israel, we have a constant
process of deterioration of the quality of water in the aquifers by 3-5mg of minerals a year.
If this process is not reversedthe qualityof water will deterioratebadly within a decade or so.

Question #11 What can you tell me about the Jaffe Center Water Report?

The Jaffe Center, paid Tahal 180,000 dollar, ( Yehoshua Shwartz and Aharon Zohar) to prepare
a comprehensive report. Most of the work was done by Zohar, since Shwartz was at that time in
Ghana. I am not at liberty to disclose the content of the report, which has not been released for
publication by consecutive Israeli governments. All I can say is that there is a lot of good
information in the report which includes data on Israel and other countries in the Middle East.
One of the important that the report highlights is the great disparity between the water
consumption per capita in different Middle East countries. Israel consumed 360- 380, CM per
person in 1992, which is a good indication ofhow much the country can get by. By comparison
Syria consumed in the same year 2000 CM per person in Syria, Iraq had 4000 CM, and
Lebanon used 1200 CM per capita. At the same time, Jordan had less than 300 CM. Theses
comparative figures show that we can live quite O.K. with about 400 CM per person, the
situation in Israel is not bad at all. It also indicates that water is a question of management and
even though management in Israel is not the best, it is still possible to survive on less than 400
CM.

These numbers have an important implication for the water projects of the World Bank. How
much water the country need is a subjective rather than an objective question. The figures that
these projects come up with represent what a country wants not what it needs. Even though
Israel has less than 400 CM per person, no one is suffering because of it, people take showers
every day and there are even gardens around the houses.

Question #12 What about some of the disputed parts of the Water Report?

The problem with the Jaffe Center Water Report is that there are some some things that
should not have been published, because they represent political opinion of some persons rather
than facts. Basically they are speculation for political reasons. I tried to prevent the
interpretation of the original work, but was overruled by Aharon Yariv and the Director General
of Tahal AvigdorBen-Gal. Some ofthe work on the project was sloppy, for instance, they cited
secret files of the Israeli Governmentwithout specifiying. Another tactic that was used was to
change the meaningofcertain known facts and figures and give them a political interpretation.
For instance, one of the maps in the Report was based on a map which has been displayed in the
Kinneret Authority. The map showthe watershed on the GolanHeight, and a line on the eastern
side of the watershed where there wouldbe no dangerofcontamination ofthe Kinneret, from
using pasture bythe Syrians. Themap was published witha differnet caption which said



"possible retreat lines". I asked them to correctthis particularinterpretation, but they refused.
The second one was a table that showed water use from various sources in 1991, and the table
indicated a dramatic increase in water use since 1967. However, we did not use more water
1967. The only addition was the 30 MCM from the Mountain aquifer.

The Report also shows that Syria, in spite of havingat its disposal2000 CM per person, has
been stealing 200 MCM annuallyform the Jordanians. The agreementspoke about 90 MCM
form Yarmuk, but the Syrian have been using "salami" tactics to ever increase their intake from
the Yarmelke. This fact has not been publicized internationally, because the water issue is so
politicized that only the Israeli alleged infringments are focused on.

Question # 13 How would the peace process (giving up control over the West Bank) affect the
water situation in Israel?

There are a number of implications for the water issue. First, we can expect the Arabs in the
West Bank to improve their standard of living and thus their water consumption will also
increase. At the moment, the Mountain aquifer is already being overpumped, and in a draught
year there will be reserve left in the aquifer and the Palestinians will face an uncontrollable urge
to overuse the water. Since they do not have the Plains aquifer to balance the water table, the
damage will be great.

From the perspective of Israel, retaining the West Bank as an answer to its water needs is at best
short term, and highly exaggerated. Even if Israel can get 100 MC by continuing retention this is
not going to solve long term needs, i.e. the necessity to increase the water resources by 30-50
MC annually. For both Israel and the West Bank, the only solution is desalination and since
West Bank has no access to sea, it will depend on cooperation with Israel At the moment,
desalination is negligible, amounts to about 20 MC, but much more is needed. .

Question # 14 What do you see as possible solution to the impeding water shortage in Israel.
Solutions to the water problems can only come from massive programs ofdesalination. In this
sense, both Israel and Jordan are facing the same problem and need the same solutions. In
addition, there has been a failure in agricultural planning and development of plants that can
utilize the winter waters. There was no thinking in this direction.

Question # 15 What is the state ofwater reclamation programs today?

In spite of the huge budgets devoted to sewage reclamation programs only about 20% of
affluence has been reclaimedso far. One of the reasons for the poor recordwas the lack of
coordination, but then the Sewage Commission was created, underthe prodding of Yehezkel
Hamelehwho was the Director General of the EconomicMinistry. The Commission was
headed byDavid Milgrom andhada promising start, but now he leftandnotmuch work is being
done.



Question # 16 Given the grave water problems of Israel, how do you see the present Labor
leadership in water issues?

The present Labor leadership is a continuation of the past practices of the Labor party in which
the farmers lobby is given priority over national goals. Yaakov Tzur, the present Minister of
Agriculture, is a member ofKibbutz Nativ Lamet Het, used to be a teacher ofTanach, then went
into politics, in the previous Labor governments was the Minister ofAbsorption and Minister of
Health and in both jobs failed miserably. He failed the internal primary elections in the Labor
party and was nominated for the position because he was a follower ofRabin. The former
Minister ofAgriculture Katz - Oz was a follower of Shimon Peres. When Rabin introduced his
new government, Tour had the rare distinction of being booed by the members. He has no
professional background and has no capacity to listen to professional advise. His choice for the
Water Commissioner, Gideon Tour is also not a professional and was the deputy Water
Commissioner under Tzemah Yishai (who failed very badly during his tenure).



Interview with Abraham Brichta, Political Scientists specializing in Knessest
representations and the author of a number of books on the subject January

Question # 1 You have done one of the first works on political representation in the Knesset
since 1948. What were the results ofyour investigation of the Politics of Water in Israel since
independence?

Since the first Knesset, there was an extremely strong water lobby in the Knesset -
overrepresentation of farmers from both kibbutzim and moshavim. The ethos of agriculture in
the Zionist and socialist creed have made the kibbutz and moshavim movement the primary
political force in the country. Organizationally, the kibbutz and moshavim movement was
better equipped to engage in politics than other sectors. The kibbutz could release people to
work for political parties, and this was a highly motivated and highly educated element.. In
addition, they could give material help to the parties, and provide logistic support, especially
during elections, which can still be very important.

Question # 2 What about the political leadership?

In the first years after independence, most of the top leadership of Mapam came from
kibbutzim. The two top leaders were the legendary Meir Yaari and Yaacov Hazan who
represented the agricultural ethos ofZionism. Although most of the electoral support came from
the urban sector, the kibbutz leadership was very important. In addition there was Yitzhak Ben-
Aharon who became the Histadrut leader. Shmuel Dayan represented the moshavim.

Question # 3 What about the post-founding generation ?

Even in the "second" generation of leadership many in Labor came from kibbutzim; Yaacov
Tzur, a member ofNetiv Lamet Hei, or Dani Rozoli, a member ofkibbutz Kabbri reached an
important position ofpower in the Labor party. Other important kibbutz members were
Gad Yaacobi, a member ofKfar Vitkin, and Moshe Dayan was Minister ofAgriculture. When
Dayan was the Minister ofAgriculture and he summoned Yaacobi from Kfar Vitkin. Additional
figures were Ami Assaf, from Moshav Baratz. Another important figure wasHaim Givati
from kibbutz Iftah (third aliya) and YosefBaratz who was a member of the first Knesset.
Additional representatives of the farmers werePinhasLavon, LeviEshkol who, after finishing a
tenure as the Agricultural Minister became the Finance Minister and finally the Prime Minster.
Kadish Luzwas from DganiaBet. PeretzNaftali was the onlyearlyMinister of Agriculture who
was not from a kibbutz (third aliya).

Question # 4 Have allkibbutz members represented thefarmers interests with equal zeal?

Inmy work, I make a distinction between the authentic and declared profession. Although a
kibbutz or moshav address was necessary, the "declared" kibbutz or moshav members lived in a
town, withonlya perfunctory role in the kibbutz, i.e. Yigal Alon. But eventhe "declared"



members deferred to the authentic kibbutz representatives and thus agricultural interests were
overrepresented.

Question # 5 Has there been any difference between the fist and second generation agricultural
leaders?

There has been a definite difference, especially when Dayan became the Minister ofAgriculture.
Dayan had a more modern approach to agriculture, although one cannon call it a market
approach, he was definitely committed to a more efficient policy. This new efficiency
approach started with the "young circles" in Mapai, which included Gad Yaakovi, Aharon
Remez and others. They wanted democratization in the party and modernization in the
agriculture sector. Dayan insisted that farming has to be self sufficient and insisted on exports.
At that time there was also the new thinking in Israel that the every thing should be more
modern.

Question # 5 When would you say, was there a decline in the power of the agricultural lobby.

In the last decade there was a real change, because the kibbutz lost it place in the national ethos.
There is a real crisis in the kibbutz movement and the moshav movement today, and the
emphasis is on industry. The kibbutzim started to transfer to industry, followed by moshavim.
All the pioneering and successful kibbutzim depend on industry today. Degania A, the first
kibbutz in Palestine has a successful factory which manufactures blades for aircraft engines.
Without industry kibbutzim would not have survived. The agricultural sector is in heavy debt
and that is why the Finance Ministry wants tax more heavily the farmers. There is also the
problem of large overproduction in Israel.

Question # 6 What were the additional reasons for the decline of the agricultural ethos?

The growing corruption and financial scandals that rockedthe farming sectorhad an important
contributingeffect. The kibbutzim and moshavim participatedheavilyin the infamous stock
market speculation that lead to the collapse of the stock exchangein Israel 1977-83 and lost
millions of dollars in bad investments. Also, there were rumors of personal corruptionas in the
case of Abraham Katz-Oz, a supporter of Shimon Peres in the Laborparty.



Interview with a Water Commission official, not for attribution, January 9,1994

Question # Could you comment on the role of the agricultural lobby in setting the price of
water?

There are official publication, Water Law 1959 and other official publications there are in the
possession ofthe Office of Government publications which set out the ways in which water
prices are fixed. The lobby is very strong, and as a result, the price of water has been
historically very low. The charge is 60 agurot for agriculture, there was an intention to increase
it to 90 agurut, but there was no increase. Mekorot which is supplying 70 % of the water is
charging this price. The urban consumer is charged 2-4 shekel for CM; Mekorot is selling the
water to a town, the town is adding the cost of transfer but even so the disparity between the
agricultural and urban sector are not justifying. The reason that the urban consumers are paying
such a high price is that there is no corresponding lobby of urban consumers.

Question # 2 Have there been any changes in the pricing techniques?

Generally speaking, pricing techniques are explained and published in the various water
regulations which include the way in which Keren Izun works. Up to now, I was given the cost
of water, which was based on the Mekorot cost plus demand. Ministry ofFinance wants to
change this practice, but the lobby does not want. In October 1991 came new regulations
because of the pressure of the Ministry ofFinance. The new price ofwater has to reflect the real
costs, includingreal amortization, adjustedcapital and real interest rates on capital. The new
changes were ordered by Bagatz (the Supreme Court) which was petitioned by one of the Water
Associations.

One examplesofhow subsidies work in the case of Mekorot. In 1992, Mekorotchargedthe
farmers 60 agurut for a CM. However, the real cost was much higher. For instance, Mekorot
sold 1,093 MCM at a real cost without recharge of 675 million shekel, meaningthat a CM
should have cost 61.7 agurot. In addition, there was a subsidyof 130million shekel and another
one of 23 millionshekel whichwouldhavemean an additional 11,9 agurot per CM.

Question# 2 Could you commenton Mekorotas a natural monopoly?

In 1992 Mekorot sold 1,017 MCM, out of it 608 MCM to agriculture, 72 MCMto industry
and 337 MCMto urban consumers. In 1993 1,097 MCMwere sold, 746MCMto agriculture,
72 MCM to industry and 354 MCM to urban customers. In 1994 1,172MCM water sold, to
agriculture720 MCM, 80 MCM to industry and 372 MCM urban. This represents 65% of all
water in Israel.



Interview with Gideon Tzur, Water Commissioner, January 20,1994

Question # 1 What is your professional background?

Born in Kibbutz Negba, after army service joined the Water Commissioner as a technician in
the hydrometry department. In the early days worked in hydromtrics and in developing
instruments for water measurements. Partial education in mathematics, engineering and
business management. Since 1977 served as Deputy Water Commissioner, first under Meir Ben-
Meir, then under Tzemah Ishai and then Professor Dan Zaslavsky. Became Water
Commissioner in 1992, after Professor Zaslavsky was asked to leave.

Question #2 What is you opinion of the Comptroller Report?

I should emphasize that the Report was very unfair and that it was heavily influenced by the
thinking of one person, Mr. Gabizon from the Hydrological Service. It was especially unfair to
Tzemah Ishai and did him a personal injustice. The problems in the Water Commission, then
and now are not personal but systemic and are beyond the capacity ofany one Water
Commissioner to solve.

Question # 3 What are the systemic problems that you allude to ?

The originof the problem is the agricultural myth in early Zionist thinking. The myth had two
parts; first, that agriculture should be the centerpiece of the Zionist endeavor and second, that is
not necessary related to market mechanisms. The early Water Commissioners reflected that
position with regard to bothpricing andquotas. Even when the system was running outof water
it was very difficult fora Water Commissioner to stand upto the pressure of the farmers lobby.
When the first seriousdraught took place during the tenure of Mein Ben-Mein, he could not
change his thinking because he was part of the myth

Question # 4 When would say thattheagricultural- Zionist myth started to loose its grip?

Thevery serious drought in the late 1980's have changed the attitude towards agriculture. In
spite of thefact thatTzemah Ishai was maligned in theReport, it was hethatactually decided to
order thefirst serious cuts. These cuts were later implemented by Professsor Dan Zaslavsky,
although theidea originated with Tzemah Ishai. In fact, Professor Zaslavsky wanted a deeper cut
in allocations, but did not get it.

Question #5 Howsignificant is the farmers lobby today?

Thefarmers lobby is stilla significant element in the political culture in Israel?

The farmers still posse an important political block and they pressure the Ministry of
Agriculture. They reject the idea that they have tolive by market principles because they say



that in all other countries farmers are subsidized by the government, i.e. France, United States
etc. At the same time, the Zionist agricultural myth was tarnished, because of the crisis in
agriculture, the debt problem and the issue of foreign work in agriculture.

Question # 6 Have you any estimates how many foreigners i.e. non-Israelis work in agriculture
today?

I know that there are many Arabs and workers from Thailand who work on the farms, but as far
as I know there have been no surveyson the subject. I suggest that you approach Ora Namir
(Minister ofLabor and Welfare), maybe she would have the numbers.

Question # 7 What is the current water balance and water allocation?

I should emphasize that the notion ofwater potential which is normally estimated at 1,800 MCM
is not a reliablenotionbecausethe estimates include different probability levels. At the moment
the allocation stands at 1,350 MCM for agriculture, 150 MCM for industryand 480 MCM for
domestic use. However, becauseof the new "stepsystem", wherebyfarmers are chargedthree
different prices for water (some very inexpensive, some more expensive and some even more
expensive), they do not use the entire 1,350 MCM allocation. In fact, they only use about 1,000
MCM.

Question# 8 How would you rank the strengthof the water lobbytoday?

In 1991, when there was a 38% reduction in water quotas, and the state had to pay 250 million
shekel to the farmers. Today, there is lesspressure because of erosion in the public standing of
the farmers. In addition to the large debtof the agricultural sector (10billion shekel), there is
also the question of foreign workers. The public does not wantto support farmers who employ
Arab and Thai workers, this is not part of the Zionist ethos. On the other hand, it should be clear
thatwithout cheap labor (in addition to cheap water) Israeli agriculture cannot be profitable.

Question # 9 Could you comment onthe question of water quality in Israel andespecially
charges of the Vulkani Institute about"cover-up" on issues of waterquality control ?

As a far as I know, Mekorot does not prevent the proper authorities from conducting regular
waterquality check-ups. TheMinistry of Health is in charge of over-all water quality control
and theyconduct all the necessary checks, including bacteriological andheavy metals. With
regard to the argument that the use of recycled water introduces a new element of contamination
of ground water, there isa danger for the future, it is 'time bomb". With regard tothe argument
ofProfessor Zaslavsky about the need to use only 2/3 of the input into ground water, sothat
that the salinity is flushed out from the aquifers, I totally agree. We are using this technique now
which cost us 50-60 MC annually. Professor Zaslavsky suggested that we can devise a system to
"catch" this water just before it flows into the sea, but it would probably be toexpensive, one
dollar per CM.



Question # 10 How do you see the future ofagriculture in Israel?

There is a need to get agriculture from the Coastal Plain aquifer and transfer it to the Negev
where recycled water can be used. Already today, there is a movement ofconverting
agricultural land into urban areas along the Haifa- Tel Aviv line. I hope that this process will
accelarate to the point where there will be little agriculture left on top of the Coastal Plain
aquifer.



Industrialization: A New Dimension in Rural Settlements

Jewish Agency, The Department for Rural Settlement, 1978

The Need for Industrialization

According to research, Israel has already exhausted it land and waterpotential. Sincethere is no
more agricultural potential left, the problemsofthe "secondgeneration" in rural settlements
became acute. Rural youth has receivedthe same type of educationas the urban one, and thus
can compete successfully in urban areas. However, the young generation is interested in
continued living in rural areas. The problem is especially acute for young couples who cannot
purchase a farm. There is also a new phenomenon of immigrants whowant to live in rural areas,
and who specifically came to Israel for this purpose.

The Role of the Settlement Department in Industrialization

Since the yearly years of the state, the Settlement Department has created more than 500
hundreds rural settlements. At this moment only 193 settlements still need help from the
Department. It is expected that in the next three years it will be possible to terminate this help.

The role of the Agency has been fixed in the 1952 Knesset law, but the struggle between the
Jewish Agency and the governmentover rural settlements has only ended in 1954.

The Settlement Department has initiated a industrial policy in 1973by creating a joined body of
the Department and Diaspora Jews to explore ways of industrializing the moshavim. The
Agency helps the settlers with start-up capital, which comes in the form of loans. The Agency
created a body called Rural Industrialization Ltd. and this body does the initial viability analysis.
The loans to industrial firms in rural areas can reach up to 70 percent and the entrepreneurs are
responsible for rising the rest 30 percent.

In the past three years, 85 million IL was invested in rural industry, but only 21 million (25
percent) came from the Jewish Agency. The rest came from other governmental sources. In
addition, the Jewish Agency is responsible for creating the infrastructure for the proposed
industrial sites. These rural industries have created some 600 jobs.

Conclusions

Creating settlements in sparsely populated areas is a major challenge for the Agency. At the
same time, there is a need to providejobs for the "secondgeneration". The industrial policy
adopted by the Agency has proved itself successful in achieving these two goals. At the same
time, the project has not been without its faults. However, it is incumbentupon the Jewish
Agency to continue to take risks in face of immigration needs. As a result, the industrial
ventures have to be evaluated on the basis ofhuman and social needs, not only economic ones.



One of the outcomes of the policy large urban areas in Israel in which most of the population
lives, has been the existence of poverty and social urban decay. Urban life has also eroded the
basic unit of the society, the family. Small industrial -rural communities can restore the social
fabric of the society, as well as to develop technologically advanced forms of industrialization.

Survey of Rural Industries

According to the survey of rural industries, some 33% are involved in plastics, 17% are in
metals, 6% are in electronics, 6% are in food, 6% are computer services and 32% -others (wood,
glass and optics). Geographically, 7 are in the Galilee, 3 are in the north, 6 are in the center, 6
are in Jerusalem and 9 are in the Negev.

The average number of workers in an industrial venture is 21. Compared to developing areas,
there are 61 workers in industries there. Only 5 of the firms employ more than 61 people. Some
68% of the people employed in these ventures live in the same rural settlements, 17% live in
adjacent settlements.

Sources of capital - as was already mentioned, only 30% of the capital is raised by the
enrtreprenours, the rest comes from the Jewish Agency and other sources, including
governmental development loans and investment grants of the government. Because most of
these ventures were created in marginal moshavim, the amount of self-raised capital is only 30%



Shmuel Ben-Zvi

The Economy of Jordan 1993

The Armand Hammer Fund for Economic Cooperation in the Middle East

Tel-Aviv University, 1993

TheAgricultural Area and the Water Problem

The water potential of Jordan is some 1.4-1.2 billion CM but in 1990 the availability ofwater
was 730 MCM and it expected that until 2005 the availability will be only 1.1 - 0.9 billion CM.
At the same time, the water need in 1990 was 790 MCM and it expected to grow to 1.1 billion in
the year 2005.

Table 1 Water Balance in Jordan

Population and Demography

There are problems with demographic data in Jordan, according to the 1979 census, there were
2.15 million (a 139% increase from 1961). This represents an annual 4.8% in the population.
The official Jordanian estimate speaks about 3.45 million people in 1990. That represents a
60% increase from 1979, or a 4% increase. Since the Gulf War, there was an additional increase
of refugees, including some 300,000 with a Jordanian passport.

There is a special interest in the number ofPalestinians in the population, i. e. those who
emigrated from the West Bank after 1948. According to various estimates, 40%-70% ofthe
population is Palestinian. According to the UNRWA report, some 1,011 are Palestinian
refugees.

Gross Domestic Product

In 1991, the GDP was 2.8 billion dinar ( $4.1 billion) with a population of 3.7 million, this
represents 1,100 GDP/per capita. Compared to other Middle Eastern countries which have no
oil, this is quite respectable.

Table 2: The Israeli and Jordanian Economy

One of the most interesting aspects in the Jordanian economy(as comparedto Israel) is the fact
that it lives beyond itsmeans. Private consumption represents 92% of the GDP andtogether
with public consumption the figure reached 117%. The result is a 40% deficit which indicates a
great dependence on external sourcesof help



TheStructure ofthe Jordanian Economy

Table 3 The Relative Weight of the Sectors of the Economy

The table indicates the relative weight of the service sector (the importance of tourism). The
agricultural sector is on the decline, because of the lack of land and water. Anotherimportant
sector is construction, which, like in Israel is a leading sector. But construction is constant
fluctuation, it grows with the general growth ofthe economy and declines when the economy
declines.

The decline in land and water resources has an impact on the import and export of food.

Table 4 : Food Imports and Exports

As the table indicates, Jordan is a net importer of food. The dependence of Jordan on food
imports has grown over the years, as the population increased, with no correspondinggrowth in
agriculture. In addition, there has been an increase in the prices of food, which also contributes
to the increase in net imports. The need to import food has contributed to its trade balance and
national debt.

Agriculture in Jordan

There was an increase in the agricultural input, but its part in the overall GDP has decreased. In
1972, agriculture was 15% of the Jordanian output but in 1980, its part was only 6-8%. In terms
of the number employed, the agricultural sector has been undergoing a process of modernization
and has become less labor intensive. The number ofemployed in agriculture has decreased from
54,000 in 1972 to 38,000 in 1990. Since the loss of the West Bank and the increase in extractive
industries, agriculture has ceased to be the most important sector. However, because of the huge
imports of food, it is clear that agriculture is a strategic problem for Jordan.

The most important limit on the growth of agriculture is water. In 1990, Jordan used 800 MCM
of water, out of which 520 MCM was devoted to agriculture. Since it is expected that domestic
and industrial use will increase, as the population increases, and the water potential is very
limited, there is virtually no hope for increasing agriculture. Without reaching an agreement
with Syria (Yarmuk) or Israel (Jordan), Jordan cannot expect to increase its water output.



ArielAriely, Complex Problems in SimpleLanguage. The Role of Government in the
Economy, Jerusalem: Domino Publishing, 1982

In 1977the Israeli government askedMilton Freedmanto consult. However, free market
economy is not possible in Israel because of many factors.

p. 23 Simcha Erlich's decision to free foreign exchange and in 1979 Yigael Horowitz asked to
end the subsidies. Thefreeing of foreign exchange wasa mistake because mostof the market is
controlled by government, the Horowitz decision wasa mistake because it leadto inflation
because of indexation.

Both ofthe ministers were helped by the economic establishment in Israel which has operated
over the yearson enoneous assumptions about the economy. The acceptedwisdom of economic
theory do not fit the Israeli reality.

As opposed to other countries, in Israel there was no problem for the government to control the
economy.. In Israel there is no difference between possession and control. For example, when
land is transfened it is not sold but rented out for 49 year, with the possibility of an additional
rent for 49 year. The 1965 Law of Planningand Construction is the basis of the use of land.

government's intervention in industry, the 51% possession- In Israel, there was always a
consensus for government intervention in the economy, after the war there was evenmore of
government intervention because of the expectationof the public. Because in the public sector
there was no need to balance the books, it fitted the patronage model of the Israeli democracy.
p. 55
In Israel, there is almost no branch where the government is not involved. At the same time, the
government is not built towards the problems of economic management, there is no "central
command" which plans and executes.
p. 57 According to some estimates the involvementof the government in economic decision
making is some 80%. even getting it to 60% is very hard.
p. 45: the government gets the 51% by making the enterprise "mifal meushar". and the
entrepreneur becomes a government clerk.

Between 1953 - 69, there was an economic growth, because ofLevy Eshkol and Pinhas Sapir.
Eshkol was called by Ben-Gurion in 1952 after Eliezer Kaplan failed totally and miserably and
his Director General David Horowitz. Eshkol was a very succefull manager of his kibbutz
Degania Bet and was the creator ofMekorot because ofhis conviction about the need to plan the
water development in central way. He was also the head of the Settlement Department of the
Jewish agency and was a short time the Minister of agriculture.

Sapir was a friend ofEshkol and he called him to work with him in Mekorot. After the state was
established Sapir worked in the Ministry ofDefense and then was the head of the Development
Authority, when Eshkol became the Minister ofFinance he appointed Sapir to be the director
general of the Finance Ministry and then when in 1963 Eshkol became the Prime Minister, Sapir
became the Finance Minister.



One of the stories is about the checks that Jews were sending to their relative p. 65-6, because all
the letter were opened by the miliarycensorship, the checks became known, since the Finance
Ministry did not want the dollars to be sold in the black market, they wanted them to be sold
through the banks and get the official rate. Therewere some 1,5 milliondollarsa year.

p. 66 the famous discussion about the Ministryof Agriculture or the Ministryof FarmersMisrad
Ha-Haklaut or Mistrad ha-Klaim. the discussion happened in the 1950 and created a lot of
publicity. Whatwas the real role for the Ministry of Agriculture: shouldit be the PosekElion
for the farmers or should it help the farmers. Eshkol and Dayan who was also the Ministerof
Agriculture for a number of years believed in the second way. but this way has ingored the
general good but it brought a great success for the farmers P. 66

In 1955 one dollar= one lira, in this year America gave Israel nine million dollars worth of
grain, and Givati who was at that time Director General of the Ministry ofAgriculture wanted
the equivalentofnine million lira for farmers but Sapir wanted to divide it amongall needs

p.68 Eshkol and Sapirdid not understand the need for professionalism and planningin industry
and although they had common sense, there were some abnormal developments.

In 1953 Eshkol has created a committee to explore new ways for taxation and it was agreed that
taxation should be progressive, p. 94-5 one of the problems was that the kibbutzim did not pay a
realistic tax. Dr. Yochanan Bader from Herut had demanded from Eshkol who was the Finance

Minister to impose realistic taxes on the kibbutzim but he resisted.

p. 102-3 One of the biggest problems in Israel is that the institutions ofhigher education in the
social sciences do not create the appropriate doctrines for the Israeli economy.



Daniel Felsenstein, David Janner-Klausner and Yaakov Wolf

Public-Private Partnership in Economic Development
Development Study CenterD.S.C.Rehovot, 1991

This research was financedby the SettlementDepartmentofthe Jewish Agency

One of the most important developments in the United States was the idea of more private-
public development and the bottom-up development ofeconomy ona more regional rather than
centralbasis. As a result, there was a new awareness of the need for private-public partemship in
the economy.

The current research will look at the experiencein private-public partemship in the world and
try to evaluate its potential for Israel.

Public-private partnership is a form of economic development strategy thatemerged intheUS
andWestern Europe during the 1980's. It represents a departure from central -government
directed (top-to bottom) economic development and illustrates an innovative approach to co
operation in executing development projects between private, commercial interests andthe
public sector (usually local government). Under thissystem, bothsectors operate as active
partners in planning and executing a particular project which generally has a local or regional
development objective (landdevelopment), local tourism promotion or economic infrastmcture
provision such as workshop or technological incubator, creation of a local loan fund etc.). Both
sides share the risk involvedand the partnershipis often used to leverage further (privatesector)
funding. The publicsectorbenefitsfrom an inflowof funds, management skills, experience etc
that the private sectorsupplies. The private sector benefits from the risk-sharing provided by
public sectorparticipation, involvement in public decision-making that couldaffect its interests,
the image of social responsibility that is created and so on.

This report investigates the operation inter-sectoral partnership underthree main headings. The
most important aspect is the Israeli experienceas comparedto other countries. Finally, an
empiricalanalysis is presentedof the operationof one particular instrument of public-private
partnership in peripheral areas: the operationof the revolving loan funds. Indicesof the
performance of the instrument are calculated and estimated (such as cost perjob, the probability
of creating employment and of a loan being deadweight" ect. In addition, the role of the
revolving loan fund as an instrument of partnership is discussed from the standpoint of the
bonowers, the public sector partner and the private sector.

The conclusion point to the limited nature ofpublic-private partnership that have existed in
Israel in the past and the structural changes in the economy that call for new forms of inter-
sectoral relations, new areas for collaboration are suggested that stress the partnership as an
instrument for offering business and market-oriented advice rather than capital. However, new
forms of partnership based financing are also suggested and the new role for the Settlement
Department are also suggested and the new role for the Settlement Department in economic
development, that all this implies, is examined.



To begin with, this new form ofeconomic partnership is not well known inIsrael. There are two
major ways inwhich the private-public partnership isworking. 1) subsidies, grants and tax cuts
for private firms 2) the creation of subsidiaries of public enterprises to carryout business
ventures. 3) private-public ventures to carryout specific projects.

Capital and Financing the 1959 law was passed to encourage the creation ofprivate enterprises,
because of public needs the government wants to be ina position to say where these should be
created. For instance, the Jewish Agency is giving out grants and loans to encourage them to
create jobs and industries in specificplaces and regions

Physical Development: because 90% of land isgovernment owned, inall plans ofphysical
development, the public sector is deeply involved, all the infrastmcture for development: water,
utilities and telephone are also depended on the public monopolies.

One of the major problems in Israel is the absence of corporate responsibility Ahraiout Yishkit
toward the locale in which the firm is located. The absence of corporate responsibility is not
only in the private sectorbut also in the public sector firms.

In Israel, there is a high "cost perjob" problems, (we have demonstrated this in theJewish
Agency rural industry job creation problem). There are also problems with the loans.
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7P nain BiVtzma ip7na) pn^ya 80 -n ma»ai n^myoa naya panw os: oyaV
nx nnna is**! anyan ninx .Vina ij-'X any ma* nan xia^n , (pn-»7 pn"«y
xia"»na pVn .nypipn "nx-iaa pi nanx nxiaa p , pn*»7 xia>7 np'-yn mpan
a"»jwa .a^rm a^xana mxiiVna ix payaa »voa piaa n">n anyan mj>naa
,7-»Tna) '•upVot oViya mxnx nsoa oy nno "-aaon Vy pv nann mainnxn

.17X ninoa xia^n Vna .p^oV ; p»»Vn nno B-'Wian (myi o^n^a

mVaaa .B'-Bxaixan a^x^pnn cnwn Vara . pta ij^n jtt'? xia»a awn a-»ana
inn* 7* niVnn .|ua 7tf laa n^jxia1* ]TT> .marc-pa tia^y niwwi a^an
nmpa pn-»a pTan nanx n^ana niamnxn B'atzni naVini nbna, pta xia-o
nyi 72 -a $ 'a 63 -aa D'ViVn o-niVMra Vn> pTa Vp xia"»n *piy .xna-o
yaia xia-'n "piya ^nvan .91-90 o-»awa $ 'a 500 -ai 1980 -a $ 'a 300-37
piwa ptan »vnB n^ya pi n^tnVaixn VnuV V^apaa Ria*n naa ViTua p

.••aViyn

imu l, fooj> IMPORTS AND bXPo&T£.
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B"»xanna nxxinai a^n yaa ••axwa .n^Drp pp -"n^oyn coa B^ann^ :mmnon

.nnnax Van pta 7» ioa n"»JNia,> na^n pv o^Dnanam D^sna-iion
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"•Vxnwn ptran Via 91 -a 'anvn ptiran V© o^np^yn ataman nan jVnV

3 nVap

91 naoa ''Vxnyn pran naiyV nTm ppan
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1. Personal Data

Name:

Born:

Nationality:

Private Address:

Office Address:

2. Education

1945 - 1949

CURRICULUM VITAE

Shmuel Kan tor

1923, Bialistock, Poland

Israeli

14 Eduard Berenstein St., Tel-Aviv 63408 ISRAEL

Mekoroth Water Co. Ltd., 9 Lincoln St., Tel-Aviv 61201

Israel, Telex: 33540 Wadev IL, Fax: (03) 208833, (03) 208598

Graduate Diploma in Civil Engineering (Dip.-Ing.),

Technion, Israel Institute ofTechnology, Haifa.

3. Postgraduate Training

1949 - present Professional courses and informal studies.

4. Professional Experience and Positions

1989 - present Senior Advisor - Mekoroth Water Co. Ltd.

Coordinator, special duties and research - Water Commissioner's

Office.

Member, Israeli Delegation to the Working Group on Water in the

Multilateral Peace Negotiations.

1961 - 1989

1952-1961

1947 - 1952

Mekoroth Water Co. Ltd., as Chief Engineer and Deputy Director

General. Responsible for Engineering and Water Supply, including

research, planning and design activities. Desalination, water quality,

water and sewage purification, construction, budget control,
economic evaluation of projects, etc.

Tahal - Water Planning for Israel. Position - Head of Planning
Dept., Head of Planning Division.

Responsible for planning of regional and national projects of water

supply, rural development, water and sewage purification, oil

pipeline and storage, flood runoff interception, hydrology,

economical evaluation, etc.

Deputyl0 Chief Engineer- Mekoroth Water Co. Ltd.

01002



21/02 '94 12:45 ©972 3 208870 MEKOROTH CO.

5. Special Assignments

1987 - present Representative of the Israeli Water Commissioner on matters of
scientific and technological mailers, with Israeli and international

academic institutions.

1987 - present

1985 -present

1985 - present

1981 - 1984

1980 - present

1977 - present

1973

1971 - present

1971 -present

1971

1970 - present

J970

1961

Special Advisor to the Israeli Water Commissioner on matters of

water planning, coordination and research activities.

Technical representative of Israel with water supply institutes in
South Africa.

Head of Israeli team within the framework of mutual and

development agreements with the Bureauof Reclamation, U.S.A.

Technical and professional lectures, Israel Bonds Drive, U.S.A.

Lecturer, Tel-Aviv University, Israel.

Lecturer, Technion, Israel Institute of Technology, Haifa, Israel.

Consultant to the International Bank for Reconstruction and

Development (World Bank) on rural water supply and sanitation
(special assignment).

Member of the "Paper Committee" of the International Commission
on Irrigation and Drainage (I.C.I.D.).

Lectures at most of the LC.I.D. Congresses.

Advisor to the governments ofEl-Salvador and Nicaragua on water
projects planning.

Member of various government advisory committees in Israel on
mailers of water supply, planning, desalination, rain enhancement,
Iimnological research, etc.

Lectures on Water Supply, as guest lecturerof the University of
Karlsruhe, West Germany.

Head ofadvisory mission to the government ofNepal on agricultural
and rural development.
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