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Here and There: The elections merry- go-
round — part 2

By BRENDA KATTEN
01152015

Promises promiscs!

Photo by: MARC ISRAEL SELLEM/THE JERUSALEM

This time round it would seem that the economy — specifically the cost of living — is the central theme of all the
parties competing for votes in the forthcoming elections. Do we have the sense that we have been here
before? Was it not the same prior to the 2013 elections? What happened to all those promises? The 2011
*Summer of Discontent” when tens of thousands of Israelis — the majority from the younger generation — took
to the streets and pitched tents in Tel Aviv's affluent Rothschild Boulevard to protest the high cost of living in
Israel. What started as a protest against the price of cottage cheese, which was twice that in New York,
turned into a massive socioeconomic uprising the likes of which the country had never previously experienced
— one of many demonstrations attracting some 250,000 participants.

As a result of this “uprising,” the government appointed economist and academic Manuel Trajtenberg to head
a committee to address the socioeconomic challenges facing the citizens of Israel. The recommendations that
evolved included temporary solutions for affordable housing for struggling families with more aid for those
eligible for public housing; removal of import duties and lowering of purchase taxes; free education for three-
and four-year-olds; the cancellation of gasoline excise hike — often used as the excuse for the increase in
food prices — and structural changes to laws regulating the Antitrust Authority (the body responsible for
maintaining appropriate levels of competition in the economy).

So what happened to the recommendations of Trajtenberg and his committee? How many recommendations

were actually addressed? None that actually made a difference to alleviate what the original protests brought
to light.

Let us look at the question of “maintaining appropriate levels of competition.”

There is no doubt that one of the major factors in the high price of food here is the monopoly of companies
who decide between themselves what the price will be. This, together with heavy taxes on imported foods,
results in the element of competition being firmly removed. The question of tackling monopolies and cartels
that control supermarket prices has been generally ignored. Large corporations like Tnuva, Tara and Strauss
dictate the price of milk products. This in conjunction with the Dairy Board, controlled by the dairy farmers

themselves who decide on the level of milk production, results in the cartel calling the tune with no chance of
competition,

Additional reasons for the high costs to the consumer are value-added taxes and high import taxes aimed at
protecting farmers and producers. Uriel Lynn, head of the Federation of Israeli Chambers of Commerce,

stated recently, “Stop wasting so much time and complicating things in making more laws... just expose the
total industry to importation.”

A study carried out last year found that a basket of basic products was 12 percent more expensive in Israel

than the average cost in OECD countries. A further detrimental gap is that gross salaries are $10,000 lower in
Israel than in other OECD countries.

Recently we have seen that the price of oil has gone down by around 50%. This has resulted in the price at
the pumps here being reduced by 10% — quite a disgrace when compared, for example, with the United
Kingdom where the cost to the customer has been lowered by some 24%. Yet even with this much more

significant reduction in the UK, Chancellor of the Exchequer George Osborne decries the fact that the
consumer does not enjoy a far greater benefit.
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