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Abstract

The aim of this article is to provide an overviewtbe principal reform issues in Israel,
privatization, public budgeting and the Civil Sewj followed by a proposal for overall reform in
public management. Nearly sixty years after itsepton, the State of Israel still lacks effective
public management, in terms of structure, modespgration and division of labor between the
political and administrative echelons. The insigbilof the political system in recent years
undermines the functioning of public managementtitirtons, especially the Civil Service.
Moreover, the penetration of political behaviorattprns into administrative decision making
processes may be discerned as well. In lieu ofrtbeeased influence of professional priorities on
political decisions, we are witness to rising "piolzation” of management considerations, in the
form of aggressive negotiations and ineffective poymises. This phenomenon is apparent
throughout the non-political executive echelons, the public sector at all levels; government
Ministries, the statutory authorities, governmewned government corporations, as well as the local
authorities. The budgeting process provides arruaite example of the dilemmas appearing in
public management at all levels.

Democratic states introduce periodic reforms inlipuinanagement to adjust the Civil Service
to changing needs. Public management reforms hese & worldwide burgeoning since the 1980's,
primarily due to public pressure toward an improeeirin services in return to high taxes, as well as
the increased demand for high quality and transpagevernmental policy making processes.
Virtually all of the western democracies have tstid reforms in public management, especially
since the 1990's. These reforms emphasize the marea of public institutions as part of the
capacity building necessary to maintain democratability? Although such public demand has
emerged in Israel as well, for various reasonsatdimpts to institute an overall reform in public
management have failéd.

Israel is a technologically developed state witteducated population and a modern economy.
However, the level of its public management is iiagkn comparison with many democracies, and
despite the attempts at innovation which we wilsa@e below, this necessary tool —the public
management machinery -- has not adapted to modquirements.

We will commence with a discussion of privatizatioane highly important reform which has
been successfully instituted. Although this refomas the result of many factors other than the desir
to improve the Civil Service, it has had extengtrectural and substantive implications.

* Head, Civil Service Commission of Israel, 1994969
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. Privatization

Privatization, in its narrow, technical sensehis transfer of assets, services and goods
from responsibility and/or management of  governmemganizations, to market
organizations or the third voluntary sector (reddrito often as "civic society”). From an
ideological viewpoint, privatization aims at redugithe role of the State, explicitly the
intervention of the executive branch in economid aacial affairs. This aspect goes beyond
our discussion of public management and relatethéowidespread phenomenon of the
decline of the "state" as an institution and to tbeerall economic and societal
transformations taking place in many countfies.

Israel's privatization policy is consistent, iftrat disorganized. The premise behind this
policy is that goods and services are produced maffi@ently and with fewer occasions for
corruption, by private organizations. On this asgtiom, a wide range of public services in
Israel have been privatized over the last twengrse

These changes have led to an increasing ambigstytoa the boundaries of
responsibilities between the private and publictasc as well as to some cooperation
between the two, at times productive and at otinees not so. An additional outcome has
been the appearance of a powerful third sector lwhias appropriated many areas
traditionally considered the State's responsibildgigher willingly or out of necessity. The
results of these processes were resolutely obvdausg the Second Lebanon War (July —
August 2006), when government Ministries and logathorities in the North virtually
ceased functioning, and more than two hundred vaiynorganizations operated in their
stead.

Privatization in Israel may be perceived as a shifthe boundaries separating public
and private, or market, allocation. Accordinglye tharious areas of privatization may be
categorized as follows:

o The Privatization of Producing Private Goods:The government's exit from
activities such as road-building, mining and comioations. The assumption is that
privatization will lead to an increase in competitiand thus to higher efficiency and
improved services. Some examples of this type ofapration are the oil refineries
(BAZAN), Israel Chemicals (ICL), and the Port Authig. Nonetheless, even justifiable
privatizations such as these arouse dilemmas amppoopriate compensation for assets
transferred, the transparency of the privatizapoocess, the balance between beneficiaries
and losers, violations of labor agreements and sit@pe of required post-privatization
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regulation. Additionally, experience has shown thatatization often leads to the creation
of private monopolies which take advantage of cormes, rather than an increase in
competition.

o The Privatization of Public Services:This type of privatization is not always
introduced directly by government, but comes almsita result of gradual reductions in
services provided, creating gaps which are oftbedfiby private service providers. Some
examples of this are to be found in health serv{tes additional paid insurance offered by
The Health Funds and private medical services edf@n public hospitals); and in education
(private schools and the various "enrichment" @aps Similarly, cutbacks in law
enforcement funding have led many well-to-do homeens to install security cameras and
employ private security firms. Privatization of tpeson service, which will be described
later, belongs to this category.

o The Privatization of Operations: This type of privatization may be complete
or partial, involving either the acquisition of yaie services by the government, or the
transfer of operations to the private or the vauptsector --such as in outsourcing,
partnerships, franchises, sub-contracting and veudrstribution. These methods are often
motivated by a desire to scale down the publicaemt to increase flexibility in the decision
making process. However, privatization of operaionay lead to violations of workers'
rights, as may occur when employment is transfetoegersonnel placement government
corporations. If the process involves transfer etision making authority to for-profit
institutions, for instance in the field of retraigi for the unemployed or nursing, one must

consider the potential injury to helpless "clients"

The Privatization Process in Israel

The broad context of privatization in Israel is govmental involvement in economic
development. The initial goal was improved serviteghe public. Thus, as early as the
1960's, the Bureau for Vehicle Testing was privatizhe Israel Association of Community
Centers was founded in 1969; and in 1986 the CdoteDffice Technology was removed
from the Finance Ministry and reorganized as a guwent corporation (Malam Systems).
The public sector in Israel, including the Histadflhe General Federation of Labor) and
other national institutions, which in the 1960'sswasponsible for nearly 50% of the net
domestic product,was bound to diminish in any case, due to the @mim and societal

changes in Israel, the new liberalism prevalemhany Western states and globalization. The
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right wing Likud Party's success in the electiohd @77 accelerated the process introducing
policies aimed at reducing government involvemarthe economy.

Although there are numerous examples of the p@asitn by governmental
institutions, a poignant illustration of this issige provided by the dramatic transition
experienced inkibbutzim (communal agricultural villages), anehoshavim (cooperative
villages), communities totally antithetical to aoreonservative economic ideology. During
the 1960's, there were 2&$butzimand 454moshavimin Israel, based on the ideals of
communal cooperation, including joint ownership thfe means of production. The
percentage of the Israeli population who were memiog¢ these villages was low (3.5%
during the 60's), but their overwhelming influengas felt in all spheres of life in Israel,
including agriculture and industry. This situatibagan to change during the 1980's, when
the kibbutzim and to a lesser extent, theshavimwere faced with a series of crises, both
ideological and economic. Most of thdbbutzim underwent momentous and diverse
alterations; some were completely privatized aneirtlassets were transferred to their
members, others were partially privatized and ohiceed a system of salaried labor, payment
for services, etc. In 200&ibbutzmembers represented 1.8% of Israel's populatiwh oaly
about 40% had retained their communal framework.

As acceptance of an individualistic economic wokev spread in Israeli society,
support for privatization and the reduction of phablic sector intensified across the political
spectrum, not only in the right and center but alshin the previously dominant socialist
Labor party. In fact, relatively few privatizatigogrocesses were carried out during the years
following the Likud's rise to power. Examples: tieenoval of the telephone service from the
Communications Ministry in 1984, to a new goveemtal company — Bezek (which was
sold to private investors in 2005); the creation tbé Postal Authority within the
Communications Ministry in 1987 (in 2006, a goveantal company was founded — Israel
Post Ltd.).The change occurred during the unityegoment (1984-1990), which adhered to
an active privatization policy as part of its econo stabilization program, mainly the
transfer of government corporations to the privatctor’ The amendment to the
Government corporations Law of 1993 and the ensunggtion of the Ministerial
Committee for Privatization provided additional meamtum in this direction. Under
Benjamin Netanyahu as Finance Minister (2003-20Q&)yatization was emphasized
ideologically and applied not only to governmentpawations. During this period, outright

attempts were made to curtail the welfare statetla@gbublic sector.

344



Public Services and Quality: The role of employees

The Privatization of Government Corporations

During the late 1960's, there were 155 governmenparations in Israel (including
subsidiaries). This figure rose to 159 during tlée 180's, and then fell dramatically,
numbering 94 in 2006. The privatization processoergasses the transfer of government
corporations to the private sector, as well asrdogganization of Ministerial departments
and units as statutory authorities, government @atpns or private government
corporations. Several government corporations weven reorganized as non-profit
organizations (e.g., The Bezalel Academy of Art 8msign, in 1987). Another exceptional
case is the gradual sale of Israel's banks, whiete wationalized following the bank stock
crisis of 1983 The privatization of government corporations getesdt revolutionary
structural changes throughout the Israeli governatgyublic sector, as did the transfer of
public ownership in the industrial sector (incluglithe Histadrut and thkibbutzin) — a
sharp decline was noted over the course of twoddecdrom 34% to just 18%.

Nevertheless, the privatization process is aftect®re by political factors, than by
economic considerations. For this reason, many dagernment corporations were not
privatized and today the ten largest hold 80% @f thtal assets and 90% of the sales,
principally in military products and services, egernatural resources and trust funds.

Politically motivated factors constitute legitimatensiderations — for instance, the
desire to retain defense industries or to presenpertant social services as public goods --
but often the interests of Ministers and membersaairds of directors are involved as well.
Certain government corporations have extremely pmivé&bor unions, such as the Israel
Electric Corporation, which remains a governmentttempany to this day, despite the fact
that several governments have decided to parpaisatize it. The Government Corporations
Law states that the founding of new governmentgb@@tions or the sale of existing ones is
the sole prerogative of the government. The Knass®it part of the process and its Finance
Committee is informed, but not required to ratties$e decisions.

Since the inception of the State of Israel, thepscof governmental involvement in
social and economic affairs and the political expton of mechanisms such as government
corporations (and to the same extent, statutoryaaities); pose a demand for fundamental
modification. However, ignoring objective technidifficulties, past cases of privatization
have been interlaced with controversial decisiorgonyism, lack of real competition, the
replacement of governmental centralization witlvge centralization and random decision
making. Most of the privatized government corpanagi in Israel have been sold to private

investors rather than on the stock market, andewveral cases a public monopoly was
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converted into a private one. Certain privatizagimame about without proper legislation,
while others seem to be the outcome of an unfotéumeclination to privatize at any cost,
regardless the consequences, ostensibly to protatiteiency”, including functions which
the state ought to retain, not just for securitgsmns, but in order to preserve its authority
and responsibility, and to safeguard fairness ameham rights® The current attempt to

privatize the prison service is a case in point.

Privatization of the Prison Servicé!

Israeli prisons operate within the framework of @Bw&/il Service, and correctional
officers very much like the police officers are megentatives of the state, operating under the
jurisdiction of the Minister for Internal Securitin 2004, the Finance Ministry initiated an
amendment of the law, to enable the foundationno&xperimental private prison. Let me
mention in passing, that the procedures precediigglégislation in the Knesset were far
from thorough, transparent or unequivocal.

The ALA Company was awarded the tender for the ttoagon and operation of the
first private prison in Israel. The principal argemts cited by advocates of prison
privatization were efficiency and the saving of jibesources. In addition, it was argued
that private prisons would offer some relief froine textreme overcrowding found in Israel's
prisons. For example, while the average area peat®& in a public prison is 3.4m?, ALA's
private prison planned to offer 5.28m?2 per inmatg.to the fear of violations of prisoners'
rights, the promoters claimed before the High CaunirtJustice that the "supervisory
environment" they would provide for the private remtions officers would greatly exceed
that available in public prisons, preventing viaas of prisoners' rights. Furthermore, they
claimed that Israel should study the examples afatgatic nations such as Australia, New
Zealand and Canada, all of whom had privatized sofintfeeir prisons.

This approach differentiates between punishmerfiaaity, which will remain in the
hands of the state's courts, and the "captivityagament" carried out in prisons, which may
be privatized. In 2005, there were approximatelp Poivatized prisons worldwide, with
nearly 80% of them in the United Statés.

The opponents noted that very few countries habdncedtotal privatization of
prisons, such as suggested in Israel, a model lpasedrily on the prison system in the state
of Texas (ALA had consulted with "Emerald”, a firthat operates five Texas prison
facilities). The opposition posited that althougistmodel has been implemented in other

countries, it represents a conceptual misunderstgraf the responsibilities of the state by
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market economy promoters. They cited the fact #®teral governments, including the
United States, are currently reexamining and remmlg their prison privatization
policies!® The New Zealand parliament decreed in 2004 thHabprprivatization had failed
and passed legislation preventing future attemptsAustralia, the women's prison in
Victoria was renationalized, four years after beprgzatized Moreover, as stated, most
countries have refrained from total privatizatiowhich would encompass financing,
planning, construction and management, preferringiglly privatized services such as
medical care, catering, maintenance, security, aftith the State retaining all correctional
authority . Nonetheless, private prisons are pldnndsrael, South Korea, Japan and in some
other countries.

Opponents contend that even staunch supportemsvatipation ought to recognize its
inapplicability in certain fields, and that the pessibility for the prison system must be
prevented from passing into the private sectore State must retain the sole responsibility,
even if public service is more expensive and |disient. Incidentally, it has yet to be
proved that private prisons are more cost-effeciivethe long run, including precise
calculations of regulation costs.

Incarceration of prisoners constitutes a uniquelipwervice, with deterrence as its
primary aim; when deterrence fails, the system @mmnts court ordered penalties; if
offenders are imprisoned, correctional institutioase responsible for rehabilitation.
Contrastingly, the aim of privately owned prisossentirely different, because long-term,
full-capacity incarceration is advantageous fontheMoreover, privatization is based on the
premise that the market is more effective thangiernment due to competition. However,
privatization of prisons does not create competjtimnless competition is instituted between
public and private prisons, or unless the "conssier the prisoners themselves — are
permitted to choose between various private prisionshort, the entire issue is questionable,
as prisoners are not the sole "consumers”, anctyoat large as well as human and civil
rights must be taken into account.

As to prisoners' rights —they are not guaranteegrivate prisons. With higher profits
in mind, contracting companies may hire low quaditgff, cut back on food or increase the
rate of prisoners per céfl,requiring the State to maintain high-cost, fulhéi supervisory
staff to prevent violations. In other words, addgquaupervision denotes increased regulation
— to which proponents of privatization tend to oppo

The salient point is that the days of infamouslitatgan-style prisons are long gone.

Incarceration, even in neo-liberal states, is a@mdy the government, and its transfer to the
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private sector poses a threat to the very tenedenfocracy. Following the logic behind
prison privatization, one may incur that the staight to go back to the Feudal practice and
hire private tax collectors — if they can pledgeréduce tax evasion. Similarly, perhaps
"private courts" could contribute to solving theolplem of backlog in the court system,
shorten procedures and hasten prisoners to thatiped prisons? Regulation of market
interests in these cases would be virtually imgaedbecause contracts stipulating how the
judges, tax collectors, or correctional officere axpected to perform and use their
professional judgments are inconceivable. Furthegmprivatization of this sort raises the
possibility of corruption, with the government diag private for-profit entities with
financial interests in the penal system. In facihodars have noted the emergence of a private
prison lobby, promoting deregulation, reduced sup&m and more severe prison
sentence$®

The unfortunate situation of prisoners -- in Israall in other countries -- must be
addressed by the state and its public resourcespifiton system, as well as other essential
services, should remain beyond the limits of preadton policies, thus preventing violations
of basic constitutional rights and of society'sledtive goals. Reforms must clearly define
applicable areas of governmental authority suitdblgrivatization, as well as those that
should not be privatized. One of the most extresarctions the state has against the

individual is imprisonment, and that should notlb@ed over to private organizations.

[I. Budgeting Reforms

The attempt to isolate the budgeting process frpwaiitical influences” is basically
unfounded, although obviously there is room for rioye@ment in the use of this tool,
"sharpening the knife that cuts the public die4s it were. How do it? Let us first investigate
several budgeting assumptions.

According to one approach, every government acdfuwould be evaluated in monetary
terms, assuming that specific qualities are emlabdhethe cost —benefit formula For
example, the profitability of investment in eduoatiwould be measured by students'
expected future contribution to the national prdaduc the contribution of an academic
degree to an individual's income. The use of sateyetary criteria demands the transfer of

diverse variables into monetary terms. The resaits rarely precise; at times monetary
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measurements are partial, irrelevant or distordddreover, they disregard the merits of
education as such.

The opposing approach disregards monetary crit@aasessment of public affairs, and
posits that values such as security, welfare oca&thhn can not be construed in financial
terms. The most radical proponents of this apprdanl to favor absolute "truths”, which
are above trivial material interests; they renoutheeuse of many valuable financial indexes
as assessment tools. This commonly results in mkatqustifications, such as: "There is no
doubt that this investment will be beneficial tompgoeople”; "This expenditure will raise
our prestige" etc. Justifications such as these bwyorrect, partially correct, or totally
imagined.

Incorporating these two radical approaches, onénbdg comprehend the role of the
public budgeting process in democratic countriesadgerating the importance of financial
criteria leads to emphasizing supervision of exganes (in inputs terms) and a lack of
attention to what is actually done. Exaggeratirgrtbn-importance of these criteria prevents
discussion of the fact that money spent, includimaney spent on the most exalted aims, and
could have been spent on something else. When odae a reluctance to recognize the
"politics" is involved in the budgeting processg thudgeting tool ceases to serve as a means
to improve government activities on such issuediasv the budget can reflect real costs of
programs such as vocational training, traffic aentdorevention or homeland security? How
can services such as irrigation projects or farpignning be evaluated effectively? Can the
budget identify the benefits and the distributidrcieents served by public services such as
hospitals, homes for the elderly, or schools?

The Budgeting Process in Israel

Soon after the establishment of the State of 1Sna#948, the Finance Ministry and the
Bank of Israel set guidelines thus recognizinggbeernmental and economic importance of
a sound budgeting process. The Budget Law is baisekde Basic Law: The State Economy,
1975. The Budget Principles Law, 1985, set manytiatel principles to prevent deviations
from the annual budgets passed by the Kné&dstael's budget has made great advances
toward the implementation of democratic principld$e "explanations to the budget
proposal”, which were added in 1955, have beenralgmhextensively and are now available
to the public on the Finance Ministry's website.

The government's Budget Bill is put before the $S&t two to four months before the
beginning of the fiscal year. If the bill is notifeed within three months of the beginning of

the year, this constitutes a vote of no confideimc¢he government and a date for new
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elections must be set. Once the budget has lefEitrence Ministry and been approved by

the Prime Minister, there is relatively minimalealition as a result of negotiations with other

Ministers, representatives of the political partiegshe Knesset finance committee. Provided
there is a strong coalition, the government usupdlgses the budget through the Knesset
without significant changes (as little as 3% oat@xpenditure).

Yet, the Budget Bill already includes some altemadi and concessions made by the
Prime Minister and the Finance Minister to appeesalition parties, especially those in
strong bargaining positions. Ironically, during tfesars when the Prime Minister was elected
directly (1996 — 2001), a step aimed at increaiiegexecutive power vis. a vis. the Knesset,
the small parties acquired much more bargaininggoomwthe budgetary process.

Deliberations in the Finance Committee commencer difte budget has passed its first
reading in the Knesset. The Committee has almdshited authority regarding government
policy as it appears in the budget. However, Cotemitnembers are not actually equipped
to grapple with the complexities of the budget msg. Changes usually are marginal: pre-
planned additions from the budgetary reserve, aiateshtisfying specific demands made by
Committee members. In general, these changes delat¢ to socio-economic policies, and
they do not touch security policy. Knesset memtertiority was limited further as a result
of irresponsible private bills, which included erdéures above the budgetary limits.
Consequently, the Basic Law: The State Economyamasnded in 2003 and requires that a
private bill with expenditures exceeding five nahi NIS must be approved by at least fifty
Knesset members at each reading.

The Ministries ' minimal involvement in budgetaryamning, and the superficial
deliberations conducted by the government and ithen€e Committee of the Knesset, create
a centralized and partially secretive process, Jsttael ranking second among OECD
countries in budgetary centralizatih.Consequently, no organization throughout the
political system, exclusive of the Finance Ministry familiar with the budget or able to
comprehend its numerous volumes, or analyze it®-®monomic aspects. This monopoly is
not necessary, and in fact, it is opposed to Fi@aMenistry policies, which promotes
decentralization.
Kk

As a result of the situation described above, tidgbt in Israel is rarely utilized as a
policy-making tool, and in this regard, Israel ldgshind other democratic countries. First of
all, the budget proposal presented to the goverhrasks options, and the Ministry of

Finance does not request alternative proposals ftieen Ministries. The Budget Law
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constitutes the government's overall annual prograwertheless, the government discusses
one alternative only, on which Minister s can vates" or "no", followed by hastily reached
and marginal alterations.

Secondly, deliberations during the budgetary procéscus on expenditures
Ministries are not required to presenitput (what they plan to produce, or who they serve)
in their annual programs, oautcomes(cost account of anticipated benefits). The Mmast
are more familiar with output and outcomes, whigadled expenditures are the exclusive
monopoly of the Finance Ministry.

Thirdly, the annual Budget Law includes an "Arramgats Law" which encompasses
much more than various amendments related to tlgdtand to taxation. Over the years, it
has become a tool for promoting socio-economic la@go without substantive public or
Knesset supervision.

Fourthly, the Budget Division in the Finance Mimstguards its exclusiveness
zealously, preventing any other authority from gnialg the budget proposal. Ministries are
directed to discuss articles relating to input eatthan their annual programs, activities or
services, whereas the government, the Prime Mmidtee Ministers and the Finance
Committee lack the independent resources necessapntend with the "budget proposal” —
the one and only, multi-articled version presertedhe Finance Minister .

Fifthly, until the document known as the "budgedpgosal” is made public, the process
takes place behind closed doors. Government Misiste not participate in defining overall
policy, and procedures are strictly departmentélizeach Ministry receiving only those
portions of the proposal which relate to its atii&.

The accumulated outcome: budgetary centralizatiscodrages creative management
and is the main reason for the lack of innovatigsna Israel's socio-economic policies.

Required Changes

Since the 1950's, there has not been a compreleestsictural reform in the budgeting
process in Israel, while many other countries hat®duced budgetary reforms and much
may be learned from their experience and adaptetietdsraeli situatio® Accordingly,
several fundamental changes are required:

o Abolition of the monopoly held by the Budget Diwasiin the Finance Ministry
in the budgeting process;

o Increased transparency at all stages of the prooedsding publication of an
advance "user friendly" version of the budget psgddo promote public participation and

media discussion;
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o Intensified government discussion of availablei@ys for the socio-economic
policies embodied in the budget;

o Allowing for Ministries' professional contributie to the budget process
through plans and programs; commitment to outpots @utcomes rather than inputs only
within the framework of the approved budget; préien of deviations through internal
Ministries' control over their budget articles;

o Introducing a new document to accompany the lirdtitem Budget proposal
comprising analysis of outputs and outcomes;

o Significant modification of current methods of pamhentary discussion of the

budget proposal and of budgetary regulation.

I1l. Attempts to Introduce Inclusive Reform in the Civil Service?

In 1974, public administration researchers in Isgaglished recommendations for
improving Israel's public manageméitUnfortunately, more than thirty years later, these
recommendations are equally relevant. Although n@ranges and improvements have been
implemented, most of them were incidental and &uohitin scope. Since the State
establishment, no all-inclusive, planned and syatenreform has taken place in Israel's
Civil Service. The broad goals of such a reformaaéollows:

o To assist elected political leaders in policy designd decision making
processes, including budget related issues, thrpugtessional analysis and organized and

transparent decision making at the administratvell

o To provide efficient and high-quality services he tpublic.
o To establish an effective framework for well defimegulation.
o To establish cooperative frameworks for coordirgatine work of Ministries,

statutory authorities and government corporatiomscéntend with multi-faceted policy
issues.
o To develop and promote an administrative cultureeddaon professionalism,

impartiality and integrity, aimed at reinforcingetbublic trust in the Civil Service.

Before 1980, several attempts were made to resteithe salary system in the Civil
Service, to improve the budgeting process, redetime roles of central and local
government, reduce the number of government Miesstretc. Following the privatization

policy and other changes described above, the gmet established a public commission,
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known as the "Kubersky Commission", to examineassof reform in the Civil Service. The
Commission report, recommended an all-inclusiverrefin Israel's public management
system, and was unanimously endorsed by the Cabin&90. Implementation of the
Commission's recommendations was delegated to theé ®ervice Commissioner and
several committees were formed to execute them.edew no substantive reforms were
carried out over the ensuing four years. The néegt, and actually the only one that
successfully implemented certain reforms in Issa@€lVvil Service, was a program known as
"Change Generating Steps” that was introduced ulidleak Rabin's premiership of 1994-
1996

Although this reform originated from within the @iGervice, it was discontinued by
the next government in 1996. Additional attemptgyinating from the Prime Minister's
Office had similar results, pointing to more fundantal structural causé3. An analysis of
the obstacles that prevented implementation ofttalse reforms reveals the following
reasons: insufficient political support; the abgen€ public pressure; the Finance Ministry
consistent and determined resistance; the oppositfiadhe workers unions; the inability to
implement reform through legislation; the shortcogs of the Civil Service Commission.
Moreover, in addition to the specific causes citad,continuously instable political situation
affects public management as well and preventdnipéementation of long-term reforms.
The administrative system in other states that espeed political upheavals, such as
France's Fourth Republic, remained stable and aiagd continuity until political stability
was restored. In Israel, the interdependent naifitke political and administrative systems
and the absence of a professionally autonomousl Seivice, have led to a situation

whereby political instability is linked to the dew in public management.

IV. Recommendations for Reforms in Israel's Civil &rvice

This study has suggested possibilities for refarradveral areas pertaining to the Civil
Service in Israel. Following is a proposal collgtithe measures for a comprehensive
administrative reforri® Based on past failures, the crucial problem isthet"what" (the
substance of necessary reforms is familiar fronviptes proposals and reports as well as
from the experience of other countries), but thew’h how to secure continuous support for
an effective reform and how to implement it? Then@pal proposal is the creation of a
management center with political and administrapgeer within the executive branch. This
unit should be responsible for governmental publanagement on one hand, and have the

authority to implement the reform and maintairfarr the requisite duration — approximately
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ten years), on the other. The necessary legislatouires broad multi-party support to

insure long-term support.

The Measures

1. Legislation: Basic Law — The Civil Service

This legislation would have two purposes: the iraign of the Civil Service as a
constitutional institution within the executive bch and the creation of a cohesive
infrastructure for its implementation; and the grtgion of existing laws and adding new

amendments, including legislative authority for lempenting this reform.

2. Structural Changes

The goal is to redefine the basic structure andvimsterial responsibilities within the
executive branch: government Ministries, statutthorities and government corporations.

o Restricting the number of government Ministries fitbteen and creating
professional capacity for policy- making and fontanding with regulation, supervision and
follow-up;

o The foundation of autonomous "executive agenciaiinvMinistries aimed at
providing direct service to the public, as a substi for the privatization of governmental
services. Disbandment of all other autonomous wamtstheir integration into the executive
agencies under the authority of the Ministers;

o Drastic reduction in the number of statutory autres, currently numbered 45
(and employing approximately 20,000 employees)yvipion of clear guidelines for the
establishment of new ones, for the adoption of@mpate management methods, supervised
wages, and oversight, as well as measures to etimuegithorities' continued autonomy;

3. Privatization

. Prudent privatization based on transparent criteriagrating governmental,
social and economic needs. Controlled transfeun€tions and services, with the exception
of important public goods, to the private secta,veell as to local authorities and civic
organizations;

o Dissolution or merger of existing government cogtimns, establishment of
policies for control and wage supervision, total-piditicization of appointments to

directorships and management positions of goverhowporations;
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o Establishment of clear guidelines for regulationd aderegulation, and
functional division of labor between Ministerial gidators and specific regulatory
authorities.

4. Budgeting

Fundamental modification of current perceptionscpsses and tasks:

o Abolition of the monopoly and the centralizationtieé budget process;

o Introduction of an output/outcome based budgeactmmpany the detailed line
and item budget — the latter to include no moantbne thousand legal lines (over 8,000
now);

o Participation of the Ministries in the budgetingogess, trough program
planning and follow-up after the budget approval;

o Transparency at all stages of the process;

o Intensification of governmental deliberations o thocio-economic policies
included in the budget; reform of the Knesset Forea@ommittee handling of the budget
proposal, and the establishment of parliamentadgetusupervision tools;

. Revocation of the Arrangements Law, with the exioepof taxation proposals
to be appended to the Budget Law.

5. Delegation of Authority

o Modification of the current centralized structursd mode of operation and

transition to an intentional policy of delegatioh authority from Finance Ministry

divisions (the Budget Division, the Civil Serviceo@mission and the Accountant-

General) to other Ministries and from Ministriés executive agencies.

. Maximizing economization of resources through Mierial planning and
increasing incentives for creativity in policy magiand public management.

6. The Civil Service

o Reduction of the governmental public sector basedao all-inclusive policy
implemented gradually over a ten year period; stnat redefinitions; separation of
functions; and privatization policy.

o Changing and curtailing the Civil Service into afessional body reducing the
number of employees to 30,000, abolition and mergerdivisions, modification of
Ministries as professional policy units and tfan®f functions to executive agencies (e.g.,

reorganization of the governmental hospital systsran executive agency);
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. Redefinition of the Civil Service Commission frorhet current supervisory
body to the "Management Office" of the executivearnich. The Commission's new
functions: personnel recruitment and developmerdfegsional standards and ethics, and
improved public services. The redesigned Commissigih encourage the adoption of
advanced managerial methods, long-term budgetamynplg, and management based on
transperency, disclosure and public accountability.

o Wage increase for civil servants, to attract higilslified staff; preparation of
long-term remuneration policies under the authooitythe Commission; establishment of
advancement tracks, retraining programs and ber@éns;

o Enforcement of the Tender Law, abolition of intdrtenders and long-term
"temporary" appointments in the Civil Service;

o Full compliance with Equal Opportunity laws, advament of women, Arab
citizens, Ethiopian immigrants and individuals wsihecial needs;

o Implementation of the public sector disciplinargagexmendations proposed by
the Kremnitzer Committee (1998).

7. Senior Civil Servants

o Establishment of a professional, inter-ministesahior civil servants corps of
the four highest ranks, including the Directors &ah and the CEO's of the statutory
authorities — comprising approximately one thouspasitions. Senior civil servants will
operate under the authority of the Civil Servicemassion rather than the individual
Ministries, to curtail the too strong "organiza@bmurf" phenomenon ;

o Establishment of a Civil Service Academy for mensbei the corps, focusing

on policy design, advanced management techniquiepablic ethics;

o Establishment of advancement training tracks andtimeing education
programs;
o Corps members will be employed under personal aotd#y including

compensation and benefits agreements, and measun@®vent political interference in
hiring and advancement.

8. Political Appointments

The whole Civil Service including Authorities andvgrnment corporations will be
legally separated from the political arena, preitigdall political appointments in these
governmental organizations. A legal separationveen the political leaders and the public

administration personnel will be established, engurappointments based solely on
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professional capabilities. Employees will be appminon the basis of public tenders and
search committees under the supervision of an emtgnt Civil Service Committee.
9. Supervision and Control

o Well defined transparent regulation policies;

o Intensification of internal supervision followindé delegation of authority
policy to ensure transfer the responsibilities lte Ministries; Simultaneously, increased
post-factum control mechanisms administered byreatesupervisory boards;

o Intensification of supervision and control mechards operated by
parliamentary committees;

o Legitimization of the positive control functionsesgised by civic organizations
and by the mass media.

10.  Public Service Quality

o Implementation of realistic programs in all goveemh Ministries aimed at
enhancing the quality of services to the publiotiygh measures such as "citizen charters”,
customer satisfaction surveys and client/servidexes;

o Implementation of quality controls in all unitsedi to employee compensation,
decentralized service and freely-available onlifermation;

o The "citizen charters" will provide descriptionsavailable services, as well as
guality assessment criteria (such as accessibilggyl criteria for service differentiation.
Assimilation of public service quality in Israel & task demanding long-term consistent
action.

11.  Civic Organizations

The State will recognize the social, economic aedakratic contribution of civic
organizations. It will modify the supervisory anegulatory functions currently in use, and
replace them with a coherent, consistent and uhife@proach to all third sector
organizations. The enhanced support will be baseflty disclosed criterid’

12.  Local Government

Implementation of a comprehensive reform based oredefinition of the inter-
relationships between the two tiers of democracisiael — national and local; the reform
will stipulate ways and means of delegation of aritih to the Local Councils and for
increasing the public accountability of the localifcal and administrative echelons. The
goal is the transfer of most services provided &gvant government Ministries to local

authorities.
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13.  Administrative Culture

The measures for reform presented above should teathe regeneration of
administrative culture in Israel, with an emphasisseveral decisive elements:

o The development and internalization of a cultureirgégrity, based on the
assumption that civil servants are honest peopkesarproven otherwise, including efforts to
enhance the public credibility of government empkes;,

o The development of screening mechanisms aimed eatity qualified
conscientious civil servants and the implementatdncorruption-discouraging training
programs, dispensing with the need for rigid suisésm and relying on employees' honesty
and integrity;

o Changing the extraneous and destructive cultuseofecy prevalent within the
Civil Service and between government offices ara ghblic; Full implementation of the
Freedom of Information Law;

o Changing the culture of improvisation towards tkea analysis-based
processes of policy and decision-making;

o Intentional efforts to renew citizens' trust in t@&il Service as a basis for

legitimization of the Service's activities.

V. Laying the Groundwork for Reform

The main prerequisite for implementation is therfation of an administrative agency
within the executive branch, with the power andhatity to commence the reform and
maintain it over the course of approximately tearge Given Israel's political situation, this
entails the establishment of a "Public Managemenit"lUpreferably within the Prime
Minister's Office, under the auspices of a spebifahister with broad actual authority,
operating simultaneously on two levels:

o The Minister will have authority over all elemerassociated with the Civil
Service and the division of functions between thetial and the local authorities;

o The Minister will be in charge of implementing tteforms in the public sector.

Past failures have led to doubt the feasibilitysath a broad reform. Following the

reform attempt of 1996, "The Change generatingsStéppwas noted that "the heavily loaded
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Civil Service train has finally started to move ltie wheels are creaking and the going is

slow. Once it stops, it will be very difficult testart once agairf®

In retrospect, this prognosis has proved true,thadadditional obstacle of an instable
political system in lIsrael has further diminishetlet prospects — preventing the
implementation of a Civil Service reform which Bng-term and necessitates multi-party
political support. Thus a vicious circle has beeeated: an instable political system --
leading to controversial political decisions — d¢agsfrequent changes of Ministers and
Directors General — contributing to diminishing mlor standards and public trust in
politicians and administrators — and the this stdtéhe Civil Service further contributes to
the decline in the political system's governingatalities.

Nevertheless, implementation of a comprehensifggneis essential, for this is not an
inconsequential matter — what is at stake heréas guality of services offered to Israeli
citizens and the contribution of the Civil Servite social, economic and defense policy-

making.
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