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Israel's dysfunctional political system is "world class" (although not yet at the "top of the class" with Italy...). Twelve parties in its legislature; close to three dozen that stand for election; four or five parties that form the government -- each viewing their ministries as their own political fiefdoms; few governments that last their full tenure of four years; significant political corruption, with several former politicians sitting in jail at any one period of time; toothless local government; and the list goes on.


The U.S., on the other hand, has only two parties, one President, very low levels of corruption (other than rampant sexual peccadilloes), great political stability, and a built-in system of checks and balances, almost eliminating the possibility of tyranny of the majority (or any other kind).


That's what we teach our political science students. But the reality is more complex, and the present situation in both these countries offers an object lesson that what's on paper is not always what's really happening. Let's take the present budget negotiations in the U.S. and Israel.


The Democrats and Republicans are at ideological loggerheads: one wants to raise taxes and the other to cut services. With only two parties vying for political power in America, they have staked out clear ideological boundaries -- increasingly further apart. Worse yet, the one aspect of the American political system that has enabled it to survive 230+ years of ideological warfare -- checks and balances -- now leaves the entire polity paralyzed. The two houses of Congress are divided, and the President is close to helpless in having his way against a recalcitrant opposition. Thus, we get periodic staged apocalypses (refusal to raise the national debt ceiling, the fiscal cliff, sequestration etc) -- and as a result, the economy at best muddles along.


Altogether surprisingly, the picture is quite different in "dysfunctional" Israel. The outgoing government "pumped the prime" before the election (otherwise known as "make the voting public happy") and the new government is left holding the bag: a $10 billion budget deficit (equivalent to $400 billion in American population terms). What is it doing about this? Given that each ministry is a fiefdom -- and the Finance  Ministry is the "kingdom" controlling all the other "fiefs" -- Finance Minister Yair Lapid sits down with PM Netanyahu, hammers out the budget cuts to be allotted to the various ministries, and the Knesset passes the budget. Yes, the other ministers shriek, yell, and pound the Knesset podium, but it is all staged for the media: "those cuts are not my fault -- blame Finance...".


Precisely because Israel's parliamentary system has little (if any) checks and balances -- the legislative and executive branches are basically one and the same -- when it comes to "crunch time" the system works far more smoothly than in ostensibly "functional" America.


Is this to say that in the final analysis the Israeli system is preferable? Not quite, for  despite its seeming "hyper-democratic-representation", when it comes to running the show, there are only two players that count: the prime minister and (to a lesser extent) the finance minister. Sort of Snow White, Cinderella and the 118 Dwarfs. Moreover, in those issues where economics is not at stake (e.g. religion and state), the fiefdom system enables the party running the respective and relevant ministry to hold sway, notwithstanding the PM's wishes.


All this goes a long way to explain Israel's central political economy paradox: how a country with such a complex and usually dysfunctional political system has managed for thirty years to have a very strong macro-economy. Who knows: maybe that was the real reason that President Obama came to Israel -- to learn how Israel keeps its financial house in order...  
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