Chapter 17
Sectoral reforms	Comment by Susan: Changed to sectoral reforms, as it can be confusing in English, implying you are writing about specific industries in English and not different sectors. This should be clearer to readers.
By the 1980s, Israel’s different economic sectors were in need of comprehensive structural reform to increase competitiveness and streamline the economy. The economy had emerged from the hyperinflation crisis rigid and inflexible, and struggled with both internal and external competition. In the decade following the 1985 Economic Stabilization Plan, Israel undertook sweeping economic reforms, some maturing even beyond the decade. The frenetic activity around these reforms stemmed from the recognition that they were essential to ensure stable and sustainable economic growth and help Israel adapt to international trends toward globalization. The trauma of the hyperinflation crisis, still fresh in the public and politicians’ memory, provided fertile ground for making far-reaching market reforms. The first wave of reforms, tackling macroeconomic functioning, the foreign currency market, and the exchange rate, involved a wave of privatizations. These measures indeed helped Israel integrate into the global economy. At the same time, aiming to improve competitiveness, Israel embarked on a series of sweeping sectoral reforms and streamlined its public sector. Undoubtedly, the 1985 Economic Stabilization Plan and the reforms it sparked shaped the 1980s into a fruitful and formative decade for Israel’s economy.	Comment by JJ: I have noticed that this is written this way usually--so I think we should do this throughout, sorry for belatedly noticing

SD – David, would you like to change this retroactively throughout the consolidated text?	Comment by Susan: Frenetic is a correct translation – you could also consider using the word intense.
By the 1990s, the pace of market reforms began to slow, possibly due to a sense of fatigue from the effects of the reforms of the previous decade. Nevertheless, Israel continued to recognize that more reforms were needed to create a flexible economy that could withstand internal and external crises. The Second Intifada (the second Palestinian uprising of September 2000–February 2005) sparked fresh market reforms. In addition, the new challenges of the 21st century intensified the need for additional reforms to support sustainable economic growth, including cultivating and employing the human potential within Israel’s most disadvantaged populations—Arabs, ultra-Orthodox Jews, and the disabled. Reforms were also needed to address the growth of the Arab and ultra-Orthodox populations, as well as the aging of the general population. Housing shortages and rising real estate prices were also serious issues that generated considerable public and government attention. Israel’s acute housing problem demanded a clear and comprehensive strategy to help incentivize local authorities to build infrastructure that could be integrated along with economic development in the north and south of the country. Meanwhile, although Israel (like the rest of the world) has undergone a “digital revolution,” major infrastructure improvements are still needed, including building a fiber broadband network, strengthening existing digital networks, and expanding 5G services. This is especially important in light of the rise of work-from-home and online learning in response to the coronavirus pandemic.	Comment by JJ: Consider listing briefly what these included-- e.g. increased globalization, aging population, rising inequalities etc	Comment by Susan: Consider deleting “in response to the coronavirus pandemic”- I’m not sure it is necessary or will age well.
Market reform is a complex, ongoing process with many challenges and obstacles. Changing the status quo requires a determined government policy. Advancing reforms involves a constant struggle in the face of strong opposition from the status quo and inaction or indifference from those who stand to benefit. Those fearing injury become well-organized, while the benefitting consumers are scattered. Because reforms offer consumers a relatively smaller benefit compared to dramatically adversely-affected stakeholders, the government finds it difficult to fight the far stronger stakeholders and power holders. Furthermore, experience shows that market reforms take about ten years on average to be completed and come to fruition. Politicians often have few incentives to wait so long for political reward, especially when they are met with public anger for spearheading painful changes. In addition, reforms must undergo periodic adjustments to keep pace with a changing reality. While Israeli reform efforts have tackled many sectors of the economy, far-reaching reforms are still needed in areas such as agriculture, local services, imports.	Comment by Susan: Consider making this summarizing paragraph the last one of the chapter, which now ends abruptly.	Comment by Susan: I have deleted centralized as it may not be clear to readers outside Israel and because it’s not really needed – there are other issues with imports, such as taxes, so that you don’t need to write centralized.
Foreign trade liberalization
Israel’s foreign trade liberalization began with the recognition that the country needed to be open to imports in order to increase its export market, since the very nature of foreign trade is reciprocity. The creation of the European Economic Community (Common Market) in 1957 presented an immense challenge for Israel’s existing and potential exporters. Believing that future exports to Europe would drive economic growth and employment, Israel signed a limited trade agreement with the Common Market in the mid-1960s, followed by a preferential free trade agreement in 1975. These developments heralded the opening of Israel’s manufacturing industry to imports, a process that was fully finalized in 1989. In 1985, Israel signed a free trade agreement with the United States, with additional agreements entered into in the 1990s. Israel completed its foreign trade liberalization with a unilateral lowering of tariffs for third countries not party to its bilateral agreements in 1991, which was completed in 2000. 	Comment by JJ: Added in place of
exposure to imports began 
Because otherwise we have imports appears twice in the same sentence. Also, exposure may not be clear in English.	Comment by Susan: Does this correctly reflect your meaning: שהסתיימה בשנת 

Or do you mean the lowering of imports actually ended?
Over the course of a lengthy process spanning three decades, Israel succeeded in realizing its export strategy. This has been a key driver of economic growth and has helped integrate Israel into the global economy. While this strategy has completely changed the status and development of Israel’s economy, it has nonetheless met with determined opposition from vested interests, and successive Israeli governments have been required to stand firm, alongside other interested parties, in order to make it happen. Today, the weight of imports and exports in Israel’s economy is high, at around 80 percent. Exposure to imports and openness to foreign trade has improved consumer choice and improved manufacturing efficiency. It has shifted Israel away from its strategy of attempting to produce everything domestically to a modern manufacturing policy focused on comparative advantage and specialization. As a country lacking in natural resources, Israel has come to concentrate on sectors reliant on skilled human capital, technological manpower, innovation, creativity, and entrepreneurship. Since the 1990s, Israel has made a complete transition from a closed market to one that is open to trade, capital movements, and foreign investments. Exports have led growth, and have evolved from basic goods to knowledge-intensive products and services. Today, Israel’s commercial sector competes with international companies in both international and domestic markets.	Comment by JJ: I assume
Credit rating
In the 1990s, Israel’s policy of encouraging market openness, which had been focused on developing foreign trade, shifted its focus to the capital and financial markets. The government and business sector understood that in order to turn to the international capital markets for investment, Israel needed to have a healthy international credit rating—an assessment of the level of risk to lenders regarding a its ability to repay its debts. Israel’s risk level stemmed from a combination of its security situation, economic performance, and the performance of its institutions. In its favor was the fact that Israel had always maintained a high debt repayment ethic, even in the dark days of the foreign currency reserves deficit, as well as during the precarious first days of the Yom Kippur War, when it paid its debts in accordance with a special settlement schedule for that period. Israel never defaulted on a debt, not even in the midst of the hyperinflation crisis of the 1980s or during the Second Intifada. The high payment culture has demonstrated its effectiveness, even in the days when Israel was not rated by the rating agencies.
Israel received its first credit rating from the leading international credit rating agencies Fitch and Moody’s in 1995, ahead of its first global sovereign bonds issuance in the United States in November of that year.[footnoteRef:1] Israel was rated as A-, a respectable score for a country that had only just entered the club of international issuers (which at that time consisted of some 30 nations). Over the years, Israel’s credit rating has risen in line with improvements to its economic performance, and in particular, with the decrease in its GDP to debt ratio. The macroeconomic changes that have occurred since the 1985 Economic Stabilization Plan set Israel on a path of sound economic policy management by maintaining a tight budgetary framework and responsible monetary policy, and by improving its current account. As Israel’s debt to GDP ratio reached approximately 60 percent in 2018, its credit rating rose to AA-.	Comment by JJ: https://www.gov.il/en/departments/general/israels-credit-rating [1:  This issuance, which I led together with the accountant general, was delayed for three weeks following the assassination of Prime Minister Yitzhak Rabin in Tel Aviv on November 4, 1995. ] 

The improved credit rating represented international recognition of the stability of the Israeli economy and its improved level of public debt. Beyond the positive benefits inherent in the opportunity to raise government capital at a low interest rate, the improved credit rating was a signal to international companies to invest in Israel—effectively, a vote of confidence of the international capital markets in Israel. The credit ranking expresses, in a single score, factors that affect the solvency of the country. In reality, every trading day, the financial world “rates” Israel’s credit risk in terms of the rates of its bonds in the international markets. That rating is based on the Credit Default Swaps (CDS) spread, which is insurance against Israel defaulting on its debts, and refers to Israel’s bond risk compared to other countries. In Israel, the rating companies are viewed as an international panel of judges who give a score to the country and its government with regard to the success of their economic policy management. The credit rating companies have a narrow role—to assess the probability that Israel will repay its debts on time. They examine the economy according to tests of economic and political stability, and the government’s ability to repay its debts. It is significant that the coronavirus pandemic of 2020–2021 did not damage Israel’s credit rating, despite increases in its budget deficit and public debt (in line with trends in most countries of the world), because of the high trust in Israel’s basic economic data. However, the government’s judicial reform plans introduced in 2023 did cause concern among the rating companies.	Comment by Susan: consider closing this section with “ Nonetheless, Israel retains a high and stable credit rating.”
Labor market flexibility
In the wake of the 1985 Economic Stabilization Plan, Israel’s economy underwent a number of major shifts, including in its labor market flexibility. The growth of the market economy, increasing international openness, the wave of privatizations, and the effects of globalization, all impacted Israel’s traditional labor relations. Until the 1990s, government bodies and the public sector had played a major role in Israel’s economy, and most workers were represented by the Histadrut. However, the wave of privatizations forced many of the old state- and Histadrut-owned companies to change. The Histadrut had already been weakened as a result of the rise to power of the Likud in 1977. The close ties that the Histadrut had traditionally enjoyed with the government—which had granted it special rights and created a division of labor between them in the economy and society through formal and informal partnerships—were broken. The crisis that befell the Histadrut as a business owner (through Hevrat HaOvdim), also affected its strength as a trade union, something that had been one of the symbols of the old economic regime. The strength of the Histadrut, as a powerful body that advocated a public, centralized economy, had been attributed to its inability to adapt to political and economic change. A growing public sense of disgust with the business and politics of the Histadrut was also a factor in its decline and in that of other trade unions. The large-scale immigration from the former Soviet Union also played a large role in reducing the power of the Histadrut, which the Soviet immigrants viewed with suspicion and antipathy, seeing it as similar to the widely despised trade unions that had flourished under Soviet rule. 	Comment by JJ: Need to say what this is
The new wave of Soviet immigrants was willing to work in worse conditions than established Israelis without seeking protection from the Histadrut. In doing so en masse, they helped create a more flexible labor market. The development of Israel’s high-tech industry, whose labor relations were vastly different from the old collective agreements of Israel’s traditional industries, also helped weaken the trade unions and boost labor market flexibility. Beyond high-tech, the wave of privatizations and increasing globalization had changed how Israeli workers were employed. There was an increase in contract workers, and outsourcing expanded. The entry of foreign and Palestinian workers (both legally and illegally) into Israel’s labor market created competition with Israeli workers. This mainly affected low-educated and lower-skilled workers who were less protected by the Histadrut, which had often preferentially protected larger workers’ committees dominated by higher-skilled employees. 
Already in the 1960s and 1970s, the Histadrut had been accused of protecting the large committees that represented the stronger workers. As the Histadrut became increasingly distanced from the centers of economic and political power, a new reality emerged. A further blow was dealt to the Histadrut with the passage of the National Health Insurance Law in 1994. The new law effectively cut the Histadrut off from the Clalit health insurance fund and thus from union dues, which had provided an important part in financing the Histadrut and the trade unions.[footnoteRef:2] 	Comment by Susan: Please see footnote added to clarify for readers. [2:  The law stipulated that workers no longer had to first join the Histadrut in order to join the Clalit fund, thereby leading to a significant drop in its membership.
] 

Israel’s increased labor market flexibility boosted the competitiveness of industries that were tradable and competitive in the domestic market. The trade unions refocused their efforts on uncompetitive public sector organizations, but were limited in influence over the growing private sector, such as the high-tech industry, which operate in competitive markets. However, the weakening of the trade unions left many workers without protection and with limited labor rights, which was a factor in growing inequalities.	Comment by JJ: Consider simply "boosted competitiveness in the domestic market"
Competitiveness in the essential infrastructure sector
Following the 1985 Economic Stabilization Plan, important structural reforms were also implemented in Israel’s essential infrastructure sectors (transportation, electricity, telecommunications and postal services, energy, water, and sewage). Essential infrastructure sectors provide production inputs to other sectors of the economy and end-uses to private households. They are essential for growth, as they link different parts of the economy, both within Israel – connecting various regions to employment centers – and beyond its borders to international markets. The infrastructure industries on which the economy is so dependent possess notable advantages in terms of their size and capital appeal, and because they are natural supply monopolies (of fuel, water, electricity, and others). However, competition can and should be encouraged in the production of utilities such as electricity, water, and fuel distillates.
The reforms included a restructuring of Israel’s infrastructure sectors, changing the rules governing their activities, increasing competition, consolidating companies, regulation and deregulation, and privatization. The telecommunications industry in particular, which had been operated under the state-owned Bezeq telecommunications company, underwent rapid changes. Meanwhile, the transportation infrastructure sector—roads, railways, seaports, and airports—was far slower to change. The energy sector, which encompassed the Israel Electric Corporation, oil refineries, gas and oil exploration companies, and gas and oil pipelines, all underwent fundamental changes in terms of their function and activity. Meanwhile, decades of water shortages led to reforms in industrial and potable water production, sewage, and in how water is transported to the local authorities that supply households, all of which required new service concepts and technologies.	Comment by Susan: Is there a time-frame here? Also perhaps add something to the effect that “underwent many changes, becoming far more competitive as the market opened up to private companies.”
The monopolistic structure and external advantages inherent in the essential infrastructure sectors necessitated government regulation. Infrastructure is one area in which government investment is justified, since the return to the investor is lower than the return to the economy (“external benefits”); therefore, there is no incentive for private investors to invest sufficient funds. Governmental and monopolistic infrastructure companies deal with essential services that are local in nature, and not tradeable internationally. In investing in infrastructure, the public sector plays a significant role in terms of direct investment, entrepreneurship, and participation. However, the government could not privatize the infrastructure companies in their existing states because private companies would then be created that would claim that they had acquired monopoly rights with their privatization purchases and would demand that their monopoly status be preserved. Acceding to such demands would harm efficiency and productivity in the long run, notwithstanding privatization, as a monopoly leads to higher prices and reduced productivity. Before privatization could proceed, the government had to establish clear, competitive rules that would determine how the industry and the newly-privatized essential infrastructure companies would operate. The privatization process was thus prolonged by the need to develop proper regulatory principles and to decide on the degree of competition appropriate for each infrastructure sector. 	Comment by JJ: Organizing, arrangement, planning, dealing with	Comment by Susan: This sentence has been switched from below – it seems to flow better here.
Where it is impossible to create competition, regulation is the only effective way to protect consumer interests, by setting rules for the functioning and competitiveness of the sector. To this end, the government adopted the approach that regulation for creating competition or regulating the monopolistic company must precede privatization. This was the case in the telecommunications, electricity, water, and energy sectors. Privatization and regulation of these companies was accompanied by political struggles with their workers’ committees that in effect controlled the “on-off switch” of essential utilities, and could shut them down over any labor dispute. During the process of privatizing these infrastructure companies, there were protests by workers and sometimes even by management, who did not want to relinquish their special positions and interests, and who enjoyed good and rewarding working conditions thanks to the companies’ monopolistic power. Some ministers, in their role as politicians, had to pay a high price to some of these workers’ committees in order to promote privatization and regulation.	Comment by JJ: Added by me for clarity	Comment by JJ: Moved from above to help with the flow of ideas
The difficulties of public financing forced the government to assist the private sector with financing investments in infrastructure through build-operate-transfer (BOT) and private finance initiative (PFI) programs combining public and private capital. Some utilities were completely privatized, while in other cases, private entrepreneurs invested in infrastructure.	Comment by JJ: Do you want to give a few examples for each?
Telecommunications: Until the 1980s, Israel’s telecommunications industry had been characterized by low competitiveness and poor service standards. The industry began with the establishment of the Ministry of Postal Services in 1952, which was renamed the Ministry of Communications in 1970. The Ministry of Communications had difficulty providing services to consumers and had a poor understanding of the business, operational, administrative, and technological needs of the industry. It also experienced financial difficulties in investing within the government framework. The establishment of Bezeq as a government-owned communications company in 1980 set business processes in motion, and consumer services improved. However, Bezeq was a state-run monopoly, with all its disadvantages.
Starting in 1994, Israel’s telecommunications industry underwent rapid liberalization, shifting from a state-run national monopoly dominated by analog technology, to a new free market regime with competition. The breaking of the national monopoly was made possible by rapidly accelerating technological changes and by the recognition that the state’s role is to design policy and regulation, not provide operational services. Advanced telecommunications technologies and the development of new regulations amounted to a “revolution,” which arrived late in Israel. Israel’s telecommunications reforms followed reforms and privatizations in other countries. Communications rapidly shifted from a mechanical, analog world to an electronic and digital age that offered expanded possibilities for large-scale, fast information transfer via optical fibers as well as for reducing the amount of investment needed to create a particular output. The new technologies enabled improvements in consumer services and new business opportunities. They lowered the investment threshold, making it easy for more players to enter the market, which increased competition. These changes were rapid, and encompassed all areas of the telecoms industry, increasing its scope exponentially. Thus, in the 1990s, telecommunications technology was transformed from a handful of limited and expensive services to a wide range of low-cost services.
The telecommunication revolution in Israel was dramatic. Previously, home telephone services were rare and consumers faced years-long waitlists for telephone installation. Now, telephone services were available immediately, and the market was fiercely competitive. New cellphone and cable services emerged. The government created competition in cellular services by granting a license for a second operator in 1994, and a third in 1998. Competition in international calls in the 1990s began when new operators were granted licenses to enter the market, which reduced prices dramatically. There was competition in cable and satellite television broadcasting after the granting of licenses to new operators in 1989 and again in 1999. Another giant leap forward was the internet revolution, that expanded communications into new areas, completely altering the world of content creation and public influence. These communications, information, and content revolutions created a brave new world of fresh opportunities and risks. The expansion of the internet and the rise of social networking in the 2000s has created new challenges for the global community, including Israel, regarding regulating giant corporations, in particular Google and Meta.
From 2014, the government introduced reforms in the wholesale market that brought cellular companies into the wired infrastructure market, and saw the deployment of Bezeq’s low-cost fiber optic infrastructures. By 2020, these reforms had helped create a market with six cellular operators and several mobile virtual network operators (MVNOs), a situation that lasted for almost a decade before the virtual operators disappeared or merged with the big cellular companies, and a new equilibrium was created.	Comment by JJ: Do you want to add their names in a footnote: (Pelephone, Cellcom, Partner, Hot Mobile, Golan Telecom, and we4G)	Comment by JJ: We can leave this, but then we should remove the bit I added about "by 2020".

Also have the MVNOs really disappeared, as this suggests they are still going 

https://www.simtoisrael.com/best-mobile-operators-in-israel/
From the end of 2003, government holdings in Bezeq decreased below 50 percent, and the landline phone market was opened to competition. In 2005, Bezeq was privatized, following a wide restructuring of the industry. Competition was created by the introduction of private mobile and landline suppliers. The cable company committed to providing nationwide landline services in exchange for the consolidation of Israel’s regional cable companies into a single corporation. In addition, Israel’s state-run public broadcasting service also underwent reforms, with the granting of licenses to commercial channels in 1993 and 2002. 	Comment by JJ:  do you mean Bezeq? Or another cable company?	Comment by Susan: This has been moved, as it seems to break up the flow. This paragraph, as Joanna notes, seems a little confusing due to the reference to a cable company together with the phone providers. 

Industry reforms are a complex process that involve a great deal more than simply professional programs to improve the functioning of a particular sector. Rather, reforms are a political act, involving numerous processes with a multitude of different interests. Israel’s telecommunications reforms shed light on the connections between technology, the economy, and business, and politics and policymaking. The country’s telecommunications industry evolved from a collection of state-owned monopolies to a competitive market. At the same time, the reforms enhanced the regulatory role of the state. The state assumed a critical role in ensuring competition and the continued modernization of the country’s communications infrastructure in order to advance economic development. Even liberal policies require government regulation, both in the event of market failure, and to prevent market forces from gaining complete license to control public infrastructure (for example, in determining the number of broadcasting frequencies). Without government regulation and intervention in infrastructure, cable TV broadcasts would not be available to all the country’s residents, and fiber optical networks would not be installed in the country’s peripheral regions.
Postal services The state-run Israel Postal Authority became a government company, the Israel Postal Company Ltd. (also known as Israel Post), in 2006. In contrast with the telecommunications industry, where an explosion of new technologies opened the doors for competition in service provision, there has been no such technological revolution in postal services. As a result, it has only been possible to open Israel Post to limited competition. “Snail mail” post is essentially a direct mail monopoly that needs to provide services to the entire nation. The government faces a dilemma regarding how to ensure flexibility in setting postal rates and reducing requirements for universal distribution all over the country, while increasing competition for small letters similar to the private solutions that already exist for larger parcels and bulk mail.	Comment by JJ: I think this needs a separate section as post and telecoms, which the above section is really about, are not the same
Water: Water is a sensitive issue for Israel, not least because of its inherent water shortages and the historical support for settlement and agriculture. Israel has three natural water sources—the Sea of Galilee, the coastal aquifer, and the mountain aquifer—which are interconnected by the National Water Carrier of Israel. The management of Israel’s water supplies has become a complex subject in view of increasing demand due to population growth, and the decrease in Israel’s natural water supply as a result of its semi-desert climate conditions and short rainy seasons. Already by the 1990s, Israel had begun to exceed the government’s red lines for exploiting natural water resources. In response, the government severely rationed water supply to agriculture. Since then, Israel has taken additional steps to reduce safe water consumption, including through schemes to educate the public in domestic water conservation, increasing prices, and improving agricultural irrigation via drip irrigation systems. However, domestic water consumption barely changed, since the elasticity of the demand for water in relation to its price is very low. The cumulative deficit in water reached its peak in the early 2000s. The government realized that, in view of upward population growth trends, the only real solution was to increase the supply of usable water. In 2002, a program of building desalination plants began. By 2023, Israel had five operational desalination plants, all of which use the reverse osmosis method, and which supply around 85 percent of the country’s usable water through desalination of seawater and brackish water. The are privately-run facilities that operate under two types of contracts—build-operate-transfer (BOT), and build-own-operate (BOO). The desalinated water is used by all sectors—domestic, industrial, and agricultural.	Comment by JJ: Is this the intended meaning	Comment by JJ: Source 
https://www.eib.org/en/essays/wastewater-resource-recovery	Comment by JJ: Deleted
without transfer to the government
As it's clear from the name
Mekorot, Israel’s state-owned water company (founded in 1937), has historically been responsible for the production and supply of water to various consumers, but has not been involved in desalination. In 2002, the government made key structural changes to Mekorot, with the aim of separating water supply—a natural monopoly that would continue to be carried out by Mekorot—from other activities, such as the construction and operation of water purification plants and the operation of municipal water systems.
Since Israel’s founding in 1948, its domestic and commercial water systems have been managed by local authorities. There have been claims that these systems have been managed inefficiently, and that many local authorities have not allocated sufficient resources to upgrade infrastructure, causing repeated breakdowns, leaks, and the loss of valuable water. In 2001, as part of efforts to privatize and streamline the management of Israel’s water network, Knesset enacted the Water and Sewage Corporations Law, which transferred the management of Israel’s water sector from local authorities to municipal water corporations. Among the main goals of the law was creating a mechanism for upgrading Israel’s water and sewage networks, and preventing funds allocated to water and sewage services from “leaking” into local authorities’ general budgets. By 2013, 55 corporations had been established. Most of these were small, with each supplying water to a single local authority. The reforms improved municipal budget management, but the number of corporations created was very large and some have since been merged into bigger entities that supply water to several local authorities.	Comment by JJ: Deleted
among other things 

Writing Among the main goals incorporates the phrase
Another major change occurred at the start of 2007, with the establishment of the Government Water and Sewage Authority (the Water Authority). The goal was to improve the management of Israel’s water sector by uniting water and wastewater management and supervision under a single government body. The Water Authority is responsible for the management, operation, and regulation of Israel’s water and sewage system. This involves ensuring the water supply, providing sewage services, designating treated wastewater, and ensuring water quality, quantity, reliability, and economic efficiency, all to further national water and wastewater goals and the sustainability of consumers’ well-being. 
Most of Israel’s treated wastewater is designated for agricultural irrigation, industry, and public parks, and has become a vital part of Israel’s water resource management, especially for agriculture. Israel has around 100 wastewater treatment plants (the largest being the Shafdan facility near Tel Aviv) which supply treated wastewater, mainly for agriculture. Thanks to these plants, Israel has the highest rate of treated wastewater recovery in the world (around 90 percent of the country’s wastewater is reused).	Comment by JJ: https://www.fluencecorp.com/israel-leads-world-in-water-recycling/
Seaports: Prior to 2003, Israel had three international seaports that were managed under a single entity, the Israel Ports Authority. This body was responsible for maintaining the port areas, operating the docks, port development, and paying staff salaries. The fact that a single body controlled all the import and export resources for Israel’s seaports was highly significant given that some 98 percent of Israel’s foreign trade is conducted by ship and passes through the country’s ports. While each seaport had its own workers’ committee (known as port committees), these were unified under a single large committee, and so a strike at one port shut down all Israel’s ports. The lack of competition among the ports resulted in very high salaries for port workers, a concentration of power in the hands of labor unions, and frequent shutdowns of maritime trade over labor disputes. The lack of competition also had negative consequences for foreign trade, including comparatively high costs and low yields, long wait times for loading and unloading, frequent disruptions, and cross-subsidies between tariffs.	Comment by JJ: Moved from below	Comment by JJ: This is unclear 
 In the 2000s, ports in various countries underwent structural changes, whereby economic and commercial independence was granted to individual ports, which resulted in significant increases in productivity, lower costs, and significant improvements in service levels. Similarly, in 2003, Israel began to implement a program of structural changes to its seaports with the goal of increasing competition among them. In February 2005, the Israel Port Authority (originally established in 1961) was disbanded. The Haifa, Ashdod, and Eilat ports were reorganized into three separate, independent government companies—Haifa Port Company Ltd, Ashdod Port Company Ltd, and Eilat Port Company Ltd—which were intended for privatization in the future. These three companies were responsible for providing services to their port’s customers, as well for developing and maintaining port equipment. A fourth government company, the Israel Port Company, was also established, whose role was to lease the port areas to the three operating companies and to develop new port areas. At the same time, a regulatory authority in the Ministry of Transport was established—The Ports Authority— with the responsibility for long-term planning and regulation of Israel’s seaports. However, the 2005 reform establishing port companies and a regulatory authority largely failed. The port committees retained their immense power, shutting down the ports arbitrarily on more than one occasion. Meanwhile port workers’ wages remained among the highest in the public sector, and the port companies were tainted by nepotism and suspicions of corruption. Container yields remained poor, and the seaports remained a regional monopoly and national oligopoly.	Comment by JJ: Deleted
, such as cranes
I don't think this detail is important, better to remove and help readability
In 2013, efforts to complete the reform of Israel’s seaports continued with the preparation of breakwaters for new private terminals. To increase competition among the ports, the Ministry of Transport issued two tenders for competing deep water seaports. These were intended for operation by private concessions, under a build-operate-transfer (BOT) scheme. The HaDarom (the South) Port Terminal was established in Ashdod to compete with Ashdod Port, and the HaMifratz Port (known as Bayport) in Haifa to compete with Haifa Port. China’s Pan Mediterranean Engineering Company (PMEC), a unit of China Harbour, won the tender to complete the construction of the Hadarom Port Terminal in Ashdod, while Dutch company Terminal Investment Limited won the operating concession. Israel’s Ashtrom Group and Shapir Engineering won the concession to construct Haifa Bayport, while China’s state-owned Shanghai International Port Group won the operating tender. Both terminals began operating in 2021, advancing the much hoped-for competition. Meanwhile, in 2022, a consortium of India’s Adani Ports and SEZ Ltd, and Israel’s Gadot Group won the tender to privatize Haifa Port.
Aviation: Since the establishment of the State, Israel’s state-run aviation company El Al has been a major player in Israeli air transport. From the mid 1990s, gradual changes began to be made to Israel’s international passenger and cargo flight industries. In December 1999, a second carrier, CAL Cargo Airlines, was granted a government license to operate cargo flights using its own aircraft, alongside El Al. Licenses were also granted for passenger charter flights on a large number of routes that were already covered by El Al’s scheduled flight services. In addition, in 1999 Israeli charter airline Israir was awarded a scheduled operator license on a number of international routes that were not operated by El Al, while in 2007 Arkia, another Israeli domestic airline, was awarded a scheduled operator license for a number of routes not covered by El Al.
El Al was privatized in 2005, with the aim of giving it the necessary tools to contend with increasing competition in the industry and respond to challenging business conditions. In April 2013, the government approved an “open skies” agreement that brought many low-cost airlines from abroad into the Israeli market, significantly reducing the prices of scheduled flights to destinations in Europe, and increasing the number of passengers flying to new destinations.
Land transportation: Israel has traditionally had a high demand for public and private travel by road and train, coupled with a severe lack of infrastructure. This situation called for significant reform. Many reforms were made thanks to the improvement in the government’s capacity to implement larges-cale projects. The planning restrictions and bureaucratic red tape that had hindered road and rail planning were scrapped. Infrastructure budgets for land transport increased to around two percent of GDP. However, these improvements did not last.	Comment by JJ: Need to say when these things occured
In 2003, the Public Works Department (“Ma’atz”), the government company responsible for the development and maintenance of Israel’s intercity road network, became a government corporation, the National Roads Company of Israel (“Netivei Israel”). The National Roads Company is responsible for the planning, construction, and maintenance of Israel’s road infrastructure. The company makes extensive use of outsourcing, with road surfacing undertaken by private companies either with government funding or private finance via BOT and PFI schemes. Since the 2000s, Israel has undertaken several major road transportation projects, including the Trans-Israel Highway (Route 6), and a highway to Tel Aviv. 	Comment by Susan: Do you mean a highway or a fast lane?
Buses: Israel’s transit bus industry, which had been controlled by the Egged and Dan transport cooperatives in the pre-State Yishuv, was opened to competition in the late 1990s. As a result, private companies gradually began to operate in the public transport market. Privatization led to a drop in prices, reductions in government subsidies, and a partial improvement in the frequency of bus routes. The new transit bus operators have increased the number of passengers using public transport, but this is still not enough. The government has continued to issue tenders for additional bus lines, and every few years holds a tender for lines run by existing operators, which creates competition to improve bus services, reduce government subsidies, and introduce new management methods.	Comment by Susan: Enough for what? Full competitiveness; to meet the public’s needs?
Rail: The origins of Israel’s rail network lie in infrastructure developments from the Ottoman and British Mandatory periods, starting from the laying of the Jaffa to Jerusalem railway at the end of the 19th century. With Israel’s declaration of independence in 1948, the railways were placed under the control of the Ministry of Transport as an auxiliary body. In 1988, management of Israel’s rail networks was transferred to the Ports and Railways Authority. In 2003, a government company, Israel Railways Ltd, was formed as a business entity for operating Israel’s passenger and freight transport, as well as for planning and development the country’s rail infrastructure.
The government heavily subsidizes Israel Railways because of the advantages of mass transit in reducing congestion from private vehicle traffic. From the second decade of the 21st century, the government recognized the railways as a basic infrastructure and directed considerable resources to developing Israel’s rail network in the small, densely-populated country, where most of its residents live in urban settlements, thereby make a rail network advantageous. Investment in rolling stock has increased greatly, and with the completion and electrification of the railway network, the rail network will be able to provide a better intercity public transport service, which should reduce congestion on the roads.
Mass transit: In the 1990s, there was a growing recognition that Israel’s road congestion problem, a result of the large number of private vehicles on the roads, needed a systemic solution. This solution was mass transit systems—a metro (underground) and a light rail system in the Gush Dan metropolitan area, light trains in Jerusalem and Tel Aviv, and heavy trains for intercity connections. Jerusalem’s light rail system began operating in 2010, and served as a model for Israel’s planned mass transit solution for urban and suburban transport.
Light rail systems are easier and less costly to build than metro systems. Light trains can be integrated into pedestrian streets, are able to handle gradients and sharp turns, offer fast, convenient, and low pollution travel within cities. By giving pedestrians priority in the traffic light system, light rails are convenient for pedestrians and facilitate fast and safe intra-urban travel. The disadvantage is that the construction of a light rail network consumes valuable space in city centers, since tracks are laid on existing road lanes. There is also environmental pollution from dust and noise during construction. In contrast, metro systems are expensive to build, but are much faster, since metro trains travel underground without being hampered by traffic lights, and have fewer stops. 	Comment by JJ: Deleted
In the central Gush Dan metropolis, a light rail and a metro network are planned.
As it is already mentioned above
Electricity: The Israel Electric Corporation long had a monopoly in the production, transmission, and distribution of electricity. In the mid-1990s, the Israeli government announced a reform program to open the market to privatization and competition. However, this was not carried out until 2018, when the government adopted a decision to reform and partially dismantle the electricity production monopoly by agreeing to sell five gas power plants owned by the Israel Electric Corporation—Alon Tavor, Ramat Hovav, Reading, Hagit, and Eshkol. Prior to 2015, Israel Electric Corporation controlled 95 percent of electricity production, which was reduced to less than 50 percent by 2023. The reforms improved the company’s financial position and operational indicators (by cutting the workforce), and led to a reduction in electricity prices.	Comment by Susan: Generally, it is worthwhile to mention how these entities were sold? Through tenders? Private sales? Stock market? Etc. – readers might be curious.
The main benefits of the reform have been the dismantling of part of the IEC’s vertical monopoly in electricity production, and the transfer of network management, planning, and development from the IEC to another government company, Noga—The Israel Independent System Operator Ltd. Noga serves as the “brain” of the electricity supply network, determining which power plants will supply electricity and setting priorities for the privately-owned gas power plants, allowing independence from the IEC. The IEC retained its monopoly on transmission and distribution to consumers. In 2021, the government began a pilot project to create competition in consumer electricity distribution.
Alongside these structural changes, there have been shifts in the sources of electricity production. Oil and coal are disappearing. Natural gas has become a major source of electricity generation in Israel, although work is being done to develop renewable energy sources, in light of climate change and Israel’s announcement in 2021 that it had committed to reducing its net carbon emissions by at least 85 percent from 2015 levels by 2050.	Comment by JJ: Sources
https://www.gov.il/en/departments/news/government_will_approve_historic_decision_by_2050_israel_will_move_low_carbon_economy
Agriculture: Israeli agriculture has not undergone significant competitive reforms. This is rooted in the way that agriculture functions, in particular because produce prices usually fluctuate according to a cobweb model, where farmers plant and harvest the next year’s crops in response to the previous year’s prices. To avoid the alternating scarcity and abundance that this produces, the Israelis government guarantees farmers a minimum price for crops, to allow them to increase production for the next year. Prices are set via the Plant Council (as well as the Dairy Council and the Chicken Coop Council), which were founded in the 1950s to regulate the prices of agricultural produce. This system was critical in Israel’s early years of statehood, when agriculture formed a large part of the economy, and was responsible for producing all the country’s fresh food crops, regardless of relative advantage. Today, agriculture has shrunk to just one percent of Israel’s GDP.	Comment by JJ: Is this what is meant
Israeli agriculture is a protected industry, in part because of the historical and ideological status it has enjoyed since before the birth of the State. Agricultural protectionism relies on high import tariffs and quotas to disincentivize the import of produce, even when domestic fruit and vegetable prices are high and in seasons when import would be welcome because there is no domestic production of a particular crop. The high levels of protectionism result in the consumers paying artificially high prices. This is in contrast to directly subsidizing farmers, as is the case in most Western countries. Agriculture in Israel is an example of the struggle between public perception and that of the market. Public perception advocates protecting Israel’s agriculture to preserve green spaces, to encourage rural settlement, and to ensure food security. For this reason, fruit and vegetable prices are protect by high import tariffs and quotas. In 2000–2019, vegetable and fruit prices in Israel increased by 72 percent compared to the prices of other food products, which rose by 32 percent. In the dairy and egg production sectors, centralized planning and lack of competition have caused the prices of these products to be very high by international standards, which impacts the cost of living. Due to closures, in 2010–2022 agricultural output was static and productivity decreased, despite a population increase of over 25 percent. The closures to imports harms consumers, and also poses a risk to food security. The historical policy that domestic agriculture should provide all of Israel’s fresh produce does not meet the test of national security. In terms of animal fodder, including grains, 90 percent of livestock fodder originates from foreign imports.	Comment by JJ: Do you mean industry closures or closures to imports, as  you write further on?	Comment by JJ: I think this sentence either needs a new home, in which case it needs something else to weave it into the text 
Or I would remove it as it is just floating here
The demand for reform stems from the high prices of domestic agricultural produce caused by forcing the consumer to absorb the cost of farming subsidies and by the lack of imports, even in seasons when there is no agricultural production of certain items. To ensure the preservation of Israel’s agricultural industry and food security, import tariffs should be reduced and direct subsidies given to farmers (differential by industry). Opening the market to imports will increase competition and reduce price inequality. In recent years, partial steps have been taken to open the market and reduce tariffs on imported fish, seafood, chilled meats, and olive oil. Reforms were also made to the poultry industry in 2022, the results of which should be seen in the coming years.	Comment by Susan: The Hebrew is “bear fruit” which seems like an inappropriate pun given the context.
Opening Israel’s fresh produce market to competition from abroad needs to be done gradually. The government should invest in research and development of technologies such as greenhouse growing, the efficient use of irrigation systems, climate control, and digital sensors that could help Israel establish a relative advantage in a number of crops under its prevailing conditions of water and agricultural land shortages. There is a balance to be found between increasing imports of fresh produce, which would reduce prices and improve consumer choice, and ensuring food security and protecting farmers while maintaining significant domestic production. A model for comparison can be found in the agricultural reforms in Europe, which were carried out gradually from the 1990s, and had a long period of adaptation, including adaptations to the different types of agricultural production used by fruit and vegetable growers. After several years, “correct” subsidy rates were set for farmers. Tariffs were gradually reduced, and there was a move to direct support, with the aim that farmers should decide what and how much of a particular crop to grow according to market demand, and not because of government subsidies on specific crops. 	Comment by JJ: Added by me to continue the ideas we discussed earlier
In Israel, as throughout the world, agricultural reforms are inevitably accompanied by conflicts between the interests of farmers and those of consumers. In 2022, the government began moves to reform Israeli fruit and vegetable farming by partially lowering import tariffs. The intention was that farmers would be supported directly through grants and investments rather than via protectionist import tariffs and quotas. The overall goal was to make Israeli agriculture more efficient, increase competition and consumer choice by developing imports, encourage a shift to larger farms, and reduce fruit and vegetable prices to help ease the cost of living. However, political pressures have held these reforms back.	Comment by JJ: Added by me for clarity	Comment by JJ: Added a couple of things for clarity from the above
