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 1 The Settlements and the Relationship 
between Privatization and  
the Occupation

Danny Gutwein

The settlements are the meeting point and the culmination of two major pro-
cesses that have  shaped the character of Israeli society in the past four de cades: 
neoliberal privatization and the perpetuation of the occupation. The under lying 
interdependence of privatization and occupation has comprised the po liti cal logic 
of the Israeli Right and informed its hegemony. The gradual liquidation of the 
Israeli welfare state and the commodification of its ser vices have expanded eco-
nomic in equality in Israel and exacerbated its damaging social ramifications that 
have disproportionately affected Israel’s lower classes.  These same lower classes 
served as the po liti cal power base of Israel’s po liti cal Right. In order to counterbal-
ance the detrimental effects of privatization and protect its constituents, the Right 
has developed a series of compensatory mechanisms that supplied partial substi-
tutes to the commodified ser vices that they could not afford. One of  these compen-
satory mechanisms has been the settlements proj ect in the Occupied Territories.

As a compensatory mechanism, the settlements worked to intensify the lower 
classes’ bonds with the po liti cal Right, alienated them from the Left— that op-
posed the settlements— and created the social and po liti cal basis for the perpetu-
ation of the Occupation. The Right’s rhe toric, however, has constantly blurred the 
causal relation between occupation and privatization by separating between poli-
tics and society. This false separation, typical to neoliberal reasoning, became an 
essential part of the power relations that guaranteed the per sis tent hegemony of 
the Right.

Exposing the causal relation between privatization and the Occupation— 
between the systematic dismantling of the welfare state and the continuous 
growth of the settlements as a compensatory mechanism— should have been at 
the forefront of the Israeli Left’s po liti cal strug gle against the rising hegemony of 
the Right. However, despite its ongoing and growing failure to enlist the support 
of the lower classes in its peace policy, the Left— which represents mainly the es-
tablished  middle classes— not only abstained from exposing the relationship 
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between privatization and the Occupation, but it further obscured it by advanc-
ing an opposing casual explanation:  it is the Occupation and particularly the 
growing public investment in the settlements, the Left maintained that are respon-
sible for Israel’s increasing economic and social inequalities; the obvious conclu-
sion that the Left inferred from this inversion was that the strug gle for social jus-
tice should be subjected to the strug gle for peace. By this inversion, the Left has 
duplicated the Right’s false separation between politics and society and used it to 
justify and advance its own neoliberal agenda.

The Left has repeatedly argued that the lower classes’ support for the Right, 
despite its avowed neoliberal policies that contradict their interests, is a result of 
irrational ethnoreligious Jewish sentiment that informs their support of the Oc-
cupation and the settlements. It is this irrationality on the part of the lower classes, 
the Left has further maintained, that renders any attempt to fight it practically 
impossible. The Left has  adopted, then, an idealistic and patronizing interpre-
tation that denies the economic and social basis of the Right’s hegemony, the 
disproving of which is a precondition for any po liti cal strug gle against the Oc-
cupation. It appears that more than positing the Occupation as a source of the 
social gaps in Israel, the Left has used the Occupation as an excuse for affirming 
the privatization regime and the economic in equality it has advanced, which, in 
fact, have reproduced the necessary prerequisite for the Right’s hegemony and the 
continuation of the Occupation. The Left’s paradoxical support of the neoliberal 
power structure that guarantees the consolidation and perpetuation of the Right’s 
hegemony is inherent in the no less shortsighted support of the established  middle 
classes— the Left’s po liti cal base—of the privatization policy, which has emerged 
as a decisive  factor in the perpetuation of the Occupation (Gutwein A).

This chapter discusses the role of the settlements as the culmination of the 
Israeli privatization regime and as a meeting place of the dismantling of Israel’s 
universal welfare state and the enduring per sis tence of the Occupation. It suggests 
a socioeconomic perspective that considers the interests of the lower and  middle 
classes in the context of ongoing privatization and Occupation. Of course, the 
socioeconomic analy sis proposed  here highlights only a part of the complex 
 factors that are responsible for the per sis tence of the Occupation.  Yet its con-
spicuous absence from both academic and public discourse—as a reflection of the 
neoliberal hegemony— adversely hinders the understanding of the interrelation-
ship between the settlements and the Occupation on the one hand, and the con-
tinued privatization and growing in equality within Israeli society on the other, 
not to mention the ability to challenge it.

On the False Separation between Occupation and Privatization

The separation between politics and society that informs the Left’s attitude  toward 
the settlements reflects the adoption of neoliberal ideology and the erosion of so-
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cial responsibility on the part of its mainly established  middle- class supporters 
following the loss of power to the Right in 1977. The class logic that informed this 
separation had most glaringly been expressed in the slogan Peace Now, which 
became the ethos of the Israeli Left in the 1980s. The moral devotion that the 
Peace Now ethos instilled in the strug gle against the settlements only illumi-
nated the  middle classes’ indifference to the growing social and economic in-
equality in Israel and to the social hardships experienced by Israel’s lower 
classes. Thus, the Peace Now ethos exposed the contradiction between the pious 
rhe toric of the Left and the class- based interests of its voters. The Peace Now ethos 
has further unveiled the cultural contempt of the old hegemony, mainly of the 
 labor movement, to the co ali tion of the “ others,” comprised mainly of the lower 
classes— either the Mizrahi (Oriental) Jews or the ultraorthodox— who have 
kept the Right in power since 1977. More than anything, the Peace Now ethos 
disclosed the vain frustration of the old establishment: as they lost their control 
over Israeli politics, they  were determined to preserve their privileged status 
through an indirect strategy, that of circumventing politics.  This strategy 
would gradually lead the Left to adopt a privatization policy of its own, one which 
transferred power from politics and the state to the market and the professional 
establishments, arenas where the  middle classes still retained their power.

The other slogan of the Left— “money for the slums, not for the settlements”— 
ostensibly expresses an awareness of the causal relation between economic in-
equality and the perpetuation of the Occupation. But this slogan co- opts the 
politics- society relationship only to negate it, all the while revealing the class- 
based interests that reproduce and sustain the separation between the two.  Under 
the guise of concern for the poor, by this slogan, the Left suggested a zero- sum 
game paradigm, which makes investment of money in poor neighborhoods con-
ditional on the cessation of its flow to settlements, thus adopting the neoliberal 
logic that further legitimizes economic in equality and normalizes the settlements.

The Left’s neoliberal logic of “Occupation first” is the under lying assumption 
of Adi Ophir’s introduction to the edited collection of essays, Real- Time: The Al- 
Aqsa Intifada and the Israeli Left (2001). According to Ophir, the Occupation is 
“the starting point, the mold of power and social relations” in Israel (11), and its 
termination serves as the prerequisite for both peace and social justice. Thus, the 
Left’s support for any social issue, just and worthy as it is, like opposing priva-
tization or the raising of the minimum wage, must be “conditional upon its 
contribution to the strug gle against the continuation of the Occupation” (18). It 
seems, however, that the consecutive electoral failures of the Left suggest an al-
ternative logic and diametrically opposite conclusion: in order to put an end to 
the Occupation, the social relations upon which it is based first need to be abol-
ished; in other words, postponing the strug gle against economic and social in-
equality affirms the very power relations that guarantee the continuation of the 
Occupation.
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The emphasis the Left placed on the Occupation and settlements, as the main 
sources of the economic hardships of the lower classes, obscured the crucial role 
played by neoliberalism in the rise of in equality and poverty. This obfuscation, 
which erased the dismantling of the welfare state from the Israeli po liti cal dis-
course, allowed the  middle classes to set the conscious conditions necessary for 
fostering the privatization pro cess.  The separation between Occupation and 
privatization blurred the fact that  these two policies  were merely two sides of the 
same coin. As a result, this separation further conceals the only real alternative 
to both: a policy that si mul ta neously resists the liquidation of the welfare state and 
strug gles against settlements. Only a policy that would seek to provide social jus-
tice and invest in the poor neighborhoods through a universal welfare state would 
constitute the necessary sociopo liti cal preconditions for terminating the Occu-
pation by eliminating the dependence of the lower classes— the main reservoir of 
right- wing supporters—on the compensatory mechanism provided through the 
settlements.

The Compensatory Mechanism of the Settlements

Together, the settlement proj ect and the growing economic in equality in Israel 
have served as complimentary foundations of the hegemony of the Right. Ever 
since its ascent to power in 1977, the Right has used Thatcher- like policies such as 
privatization and commodification of social ser vices in order to liquidate the 
universal welfare state that used to be one of the main sources of power of the 
Left. Naturally, this policy— which turned social ser vices from civic right into 
market commodities— initially affected mainly Israel’s lower classes.  Accord-
ingly, in order to offset the losses it inflicted on its voters, the Right constituted a 
series of compensatory mechanisms, the most common of which  were the sectors. 
The sectors are hybrid organ izations that developed since the mid-1980s, combin-
ing po liti cal parties with nongovernmental organ ization– based service- supply 
systems, financed mainly by the government as well as by private donors. Em-
ploying identity politics, the sectors use their electoral power to secure for its 
supporters palliatives to the social ser vices that they could not afford to acquire 
in the private market on an individual basis, as their purchasing power contin-
ued to dwindle. To secure their necessity,  these sectoral organ izations supported 
the dismantling of the welfare state that further expanded the vacuum that was 
replaced by privatized ser vices and sectoral substitutes. This strategy stimulated 
the po liti cal institutionalization of the sectors, a pro cess that has turned the 
Right into a co ali tion of rival sectoral interest groups.

The settlement proj ect best exemplifies the essential interrelationship be-
tween privatization, sectoralization, and Occupation: while the universal welfare 
state was liquidated in Israel proper, an alternative sectoral welfare state was con-
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structed in the Occupied Territories. The enormous budgets and benefits that the 
settlement proj ect offers in housing, education, municipal services, taxation, in-
frastructure, and employment have become a mechanism that compensates the 
lower classes for the damages inflicted upon them by the dismantling of the wel-
fare state and the privatization of the social ser vices in sovereign Israel.  These ma-
terial benefits spurred most of the migration to the settlements: when the Left 
lost power in 1977,  there  were about 5,000 settlers (Jerusalem not included); a 
de cade  later, in 1986, their number had risen roughly to about 50,000;  today, it 
has reached about 500,000. The settlements offered the lower classes symbolic 
capital as well: inclusion into the new Israeli elite of the settlers. The lower classes’ 
po liti cal support of the Right, and their ideological identification with the vision 
of “Greater Israel” blurred the economic and social motives for their migration 
into the settlements. The importance of the opportunities for social and economic 
mobility that the settlement proj ect opened up for the lower classes—to  those 
who emigrated to the settlements, as well as for  those who remained in Israel and 
have not yet taken advantage of them— increased as the ongoing privatization of 
the welfare state further exacerbated the growing social and economic in equality 
in Israel.   These opportunities contributed to the eradication of the 1967 border 
between Israel and the Occupied Palestinian Territories more than the po liti cal 
and religious ideologies of Greater Israel. Thus, it was economic logic rather than 
ideological visions that  shaped the lower classes’ hawkish views. Given the eco-
nomic suffering, which  were created by the privatization regime, and consider-
ing their deteriorating situation, the lower classes’ support of the Right—in 
contrast to the repeated fash ion able complaints of the Left regarding their “False 
consciousness”— should be viewed as a completely “rational” decision. With 
the liquidation of the welfare state in sovereign Israel, the lower classes viewed 
the investment in settlements as an investment in them and their  future.  As 
such, they rejected as false the opposition between the slums and the settlements 
offered by the Left. The compensatory mechanism of the settlements mitigated 
the detrimental effects of the cutbacks in social ser vices and their commodifi-
cation, thereby facilitating the liquidation of the Israeli welfare state and inten-
sifying the advancement of privatization, as well as bolstering the lower classes’ 
dependence on, and support of, the Right. Thus, just as the Occupation created 
the settlements, privatization created the settlers.

The compensatory mechanism of the settlements has influenced the ideolo-
gies of both the lower and  middle classes. Given the close relations between social 
status and voting patterns in Israel, the lower classes considered the Left’s attacks 
on the settlements as driven by social more than by po liti cal motives. They deemed 
 these attacks to be an attempt on the part of the  middle classes to obstruct the 
opportunities that the compensation mechanism of the settlements provided 
them to cope with the growing in equality and to improve their economic and 
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social status. At the same time, identifying the settlements with state interven-
tion helped the Lefts’  middle- class supporters to renounce the social- democrat 
commitment to a universal welfare state and gave them a “moral” excuse to abandon 
all values of social solidarity and turn to Thacherite neoliberalism. The privatiza-
tion of the welfare state turned the settlements into the “promised land” of the 
lower classes and, as the border line between Israel and the Occupied territories 
gradually lost its po liti cal significance, privatization imparted to it a new social 
meaning.

The Janus face of the Occupation and the settlements, as a catalyst of privatiza-
tion and as a compensatory mechanism for the lower classes from the repercussions 
of the liquidation of the welfare state, was also revealed in the  labor market. The Oc-
cupation exposed Israel’s lower classes to an uneven competition with Palestinian 
workers from the Occupied Territories, whose advantage grew as they adapted to 
the par tic u lar demands of the Israeli  labor market, all the while willing to accept 
lower wages than  those paid to the Israeli worker.  This competition was  later 
used as a whip by which to advance the privatization of the  labor market and to 
break up or ga nized  labor in Israel.  Under the privatization regime, the Occupa-
tion not only accelerated the breakup of or ga nized  labor, but moreover it has 
gradually become a false alternative to  unionism as defense for low- wage work-
ers. The frequent border closures, which prevented Palestinians from regular 
attendance in their workplaces, reduced their profitability, on one hand, and the 
fears of Jewish employers to hire Palestinian workers, on the other hand, con-
stantly increased the competitive edge of Jewish workers.  The Occupation 
therefore contributed to transforming the Jewishness of the lower classes from a 
religious or national identity into a po liti cal and economic asset that granted the 
Jewish worker a way to counteract the structural advantage of the Palestinian 
worker. Maintaining this po liti cal advantage, which compensated for the decreas-
ing of the economic competiveness of the Jewish worker, was conditioned on the 
continuation of the Occupation, and, thus, perpetuated the lower classes’ support 
for the Right. Conversely, the Left championed the “New  Middle East,” as a sort 
of “privatized peace,” with abundant cheap  labor that would have weakened 
this po liti cal competitive advantage, and consequently increased the lower 
classes’ aversion to peace and their alienation from the Left. The alternative to 
this vicious circle lies in encouraging or ga nized  labor of Israeli and Palestinian 
workers, thus undermining the role of the Occupation as a compensatory mecha-
nism in the  labor market. Likewise, decommodification of education in the frame-
work of a renewed welfare state may raise the employment abilities of the lower 
classes.  These alternatives, however, contradict the adherence of the Left  middle- class 
supporters’ to privatization of both the  labor market and the education system.

The interrelationship among the Occupation, privatization, the  labor market, 
and Jewishness was a key  factor in the rise of Shas, a sectoral party that appealed 
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mainly to the Mizrahi religious lower classes.  The widespread support Shas 
received in the ballots cannot be explained—as most commentators agree— 
primarily by the limited social ser vices it supplies. The position of its supporters 
in the  labor market, and mainly with re spect to competition with the cheap  labor 
of Palestinians and foreign workers, points to another facet of this support: Shas 
identified the material advantage that Jewishness could provide the lower classes 
in an economy whose rules are delineated by the interplay between privatization 
and the Occupation. Accordingly, it rendered Jewishness,  under the guise of Miz-
rahi ultraorthodoxy, into symbolic capital, and translated this sectoral trademark 
into po liti cal power. Shas grew out of the interaction between the compensatory 
mechanisms of the settlements and sectoralization, which increasingly merged 
into one another and further advanced the liquidation of the welfare state and the 
privatization of its ser vices. The growing dependence of Shas’s supporters on the 
compensatory mechanism of the settlements gradually transformed its ideology 
and theology, which became increasingly hawkish. This hawkish turn was most 
evident in Shas’s attitude to the Occupation. In the 1990s Shas was considered to 
be a dovish party; in 1992 its spiritual leader, Rabbi Ovadia Yosef, issued a ruling 
that granted religious sanction to Israeli withdrawal from regions of the Holy 
Land— namely, the occupied territories—as part of a peace treaty with the Pales-
tinians. But a de cade  later, in 2003, he cancelled this decree, arguing that the 
agreements with the Palestinian Authority did not achieve real peace.  There may, 
however, be another, more likely economic reason for this significant change of 
mind. In 2003 the settlements had attracted many of Shas’s lower- class support-
ers; accordingly, to retain their loyalty, Rabbi Yosef had to adjust his theology to 
the economic interests of his supporters.1

On the “Privatized Peace” of the Left

The Left actively participated in establishing the privatization regime, which, con-
trary to its pious peace rhe toric, is responsible for creating the social and po liti cal 
conditions for the continued Occupation. When it became clear to the  middle- class 
voters of the Left that the lower classes’ support of the Right secured its power 
and hegemony for the foreseeable  future, they  adopted privatization as a strategy 
of class reproduction that  would allow them to preserve their class privileges by 
circumventing politics. Privatization transferred economic and social control 
from the state to the market and the professional establishments, in which the 
 middle classes retained their hegemony. Thus, the Israeli  middle classes endorsed 
what David Harvey describes in his classic A Brief History of Neoliberalism as a 
redefinition of the concept of “the state” by instigating “a radical reconfigura-
tion of state institutions and practices” that characterizes all neoliberal regimes 
(2005, 64-86). The class interests of its voters had, thus, driven the Left to endorse 
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the logic of privatization, which, in clear contradiction with its avowed peace 
policy, reinforced Occupation by encouraging the compensatory mechanism of 
the settlements. Since the 1980s, the nexus of privatization and the Occupation 
became the platform for establishing the regime of “governments of national 
unity.” Thus for three de cades this nexus repeatedly revealed itself in the policies 
of both the Right and the Left governments.

The Left advanced the peace pro cess at the same time it deepened the Oc-
cupation; and thus the fictitious separation between politics and society was 
reproduced in the unification of “peace” and “occupation.” In this way, the Left 
allowed the  middle classes to reap the profits of peace without compromising 
the compensatory mechanism of the settlements whose importance continued 
to grow as the intensification of neoliberalism and privatization continued to 
expand social and economic in equality. Former Prime Ministers Yitzhak Rabin 
and Ehud Barak acknowledged the relationship between the widening economic 
gap and the growing support for the Right. But, as representatives of the  middle 
classes, Rabin and Barak did not curb the privatization process; rather, they in-
tensified it. Rabin’s government signed the Oslo agreement in order to put an 
end to the Occupation, but during his premiership, the number of settlements 
continued to grow. This contradiction can be explained by another aspect of the 
agenda of Rabin’s government: the deepening privatization of state- owned cor-
porations and social ser vices, in par tic u lar, education and health, and the dis-
solution of or ga nized  labor. Thus, with the support of Rabin, the power base of 
the Histadrut— Israel’s trade  union federation— was fundamentally under-
mined. The weakening of or ga nized  labor facilitated the privatization of the 
 labor market, which increased the competitive edge of the unor ga nized Pales-
tinian and foreign workers, thereby strengthening the role of the Occupation as 
an alternative to  unionism in defending low- wage Jewish  labor. Thus, the more 
the left advanced privatization that hurt the lower classes— whose support in its 
“peace policy” the Left tried in vain to acquire— the larger a role the compensa-
tory mechanism of the settlements and of the Occupation played. This paradoxi-
cal policy of the Left explains a dichotomy that informed the Oslo agreement. 
Lacking sufficient public and electoral support for its peace policy, the Left cre-
ated an equation, according to which withdrawal from some of the territories 
allowed for the continued direct or indirect occupation of other parts of the 
occupied West Bank— a formula that the Right gradually, and in diff er ent ways, 
 adopted.

Privatization is, therefore, the pattern of social relations that sustains the 
Occupation. The “privatized peace” of the Left has both deepened economic in-
equality, to the short- term economic benefit of the  middle classes, and strengthened 
the Occupation as a compensatory system for the lower classes. The mutual sup-
port of privatization on the part of both the Left and the Right was reproduced as 
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a merger of peace and the Occupation that culminated in the Left’s estrangement 
from the “two states solution.” Accordingly, it seems that the failure of the Israeli 
Left in the past four de cades originated in the inherent contradiction between its 
professed peace discourse and its neoliberal practices. Thus, it is the support of 
intensifying privatization on the part of the  middle classes, to the detriment of 
the lower classes, that gradually turned the Left into a partner in perpetuating 
the Occupation. The Left has transformed peace from a po liti cal program to a 
cultural identity and a ritual of purification that ratifies both privatization and 
the Occupation. With the rejection of the strug gle for social and economic jus-
tice, the Left has ceased serving as a  viable alternative to the Right. Gradu-
ally, however, privatization has also undermined the economic security of large 
segments within the  middle classes. As a result, the Left has ceased to represent 
an attractive platform for representing the interests of the eroded  middle classes 
as well, and has therefore increasingly lost its appeal to them.  These déclassé 
groups have exchanged “the privatized peace” for “a politics of hatred” that, as a 
sectoral identity, was assimilated in the Right and intensified the power structure 
that perpetuated its hegemony.

The Loyalty Regime: A New Compensatory Mechanism

Since 2009,  under Benjamin Nentanyahu’s three consecutive governments, the 
compensatory mechanism of the settlements has gradually eroded. At the same 
time, the privatization regime has further undermined the social and economic 
security of a growing number of Israelis and amalgamated the lower and lower- 
middle classes into the Israeli “precarious class,” or the Precariat (Standing 2011). 
The Precariat forms a large segment of the Right’s voters. To ensure its continuous 
support, the Right has developed a new compensatory mechanism: “the Loyalty 
Regime,” which offers symbolic capital and economic benefits to the Precariat 
supporters of the Right (Gutwein B).

The erosion of the compensatory mechanism of the settlements is most 
evident in the rise of housing prices that significantly weaken the main incen-
tive for the ongoing emigration to the Occupied Territories. In 2014, the average 
price of a four- bedroom apartment in the settlements reached 90   percent of 
the price of a similar apartment in Israel proper. Likewise, the gap between 
Israel and the settlements in education and municipal bud geting has also contin-
uously narrowed. This erosion was a part of a general crisis of the sectors- system 
that—as its critics repeatedly warned— failed to adequately address the growing 
in equality, poverty and social insecurity caused by the dismantling of the wel-
fare state. The simultaneous decline of the sector- system and the rise of the Pre-
cariat forced the Right to develop an alternative compensatory mechanism, that 
of the Loyalty Regime.
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The origins of the Loyalty Regime can be traced back to a series of anti- 
democratic bills directed against Israeli- Arab citizens and the Left that  were 
proposed in the eigh teenth Knesset (2009–2012).  These bills— known as the 
“Loyalty- Citizenship Laws”— suggested preference in government employment 
and subsidies in higher education to  those— mainly Jews— who served in the 
army or in national ser vice. Other bills subordinate demo cratic princi ples— 
namely, equality of the Arab citizens—to Israel’s role as a Jewish state. While 
 these bills did not become laws, they incited public debate that doubted the  legal 
equality of the Arab citizens and subjected it to their “loyalty.” The assault of the 
Loyalty- Citizenship Laws on the Left was more successful. Thus, the “Boycott 
Law” enables one to sue anyone who calls for economic, cultural, or academic 
boycott of Israel. The “Dismissal Law” enables the dismissal of serving MKs— 
namely, Arabs— who demonstrate support for the armed strug gle against Israel, 
with a majority of ninety members of Knesset. In addition, the “NGO Law” 
requires NGOs— namely, left- leaning  human rights organ izations— that receive 
over 50  percent of their funding from foreign governments or organ izations to 
openly declare this fact on all of their advertising, letters, and reports.

The public debate on the Loyalty- Citizenship Laws focuses on patriotism and 
democracy and thus disguises their main impact: to morally and po liti cally pre-
pare the ground for a new compensatory mechanism. The Loyalty- Citizenship 
Laws reverse Israel’s liberal legislation of the 1990s and legitimize the use of Jew-
ishness as a criterion to discriminate against the Arabs and prefer Jews in  labor, 
housing, education and culture. Moreover, they legitimize the restriction of the 
po liti cal activity of the Left and the Arabs. Thus, the Loyalty- Citizenship Laws 
represent a promise to compensate the Jewish Precariat for the damages it suf-
fered from the privatization regime. Likewise, the restrictions put upon human- 
rights oriented NGOs that are commonly associated with the Left’s “old elites” 
turned the support for the Right into a means for improving the social status of the 
Jewish Precariat.

The anti- democratic notions of the Loyalty- Citizenship debate have turned 
the paradox of “conditioned equality” into the logic of the Israeli Right in the 
post- sectorial era and delineated the outlines of the Loyalty Regime. It has turned 
the Right into a new umbrella sector that replaces the old sectors and amalgam-
ates all the components of the Jewish Precariat. The old sectors justified their 
compensation mechanisms by their ostensibly special needs; in contrast, the le-
gitimization of the compensatory mechanism of the Loyalty Regime is the support 
of the Right and in practice the Likud.

An example of the modus operandi of the compensatory mechanism of the 
Loyalty Regime can be found in the words of MK Miki Zohar, the Likud’s co ali tion 
whip of the Knesset finance committee, who bluntly demanded that inhabitants of 
periphery townships would enjoy tax cuts  because they voted Likud. Likewise, 
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Minister of Culture Miri Regev declared that patriotism as well as performing in 
the periphery and the settlements would become criteria for transferring subsi-
dies to cultural institutions. Likud Mayor of Dimonna, Benny Bitton, suggested 
an exact explanation to the compensatory mechanism of the Loyalty Regime. 
He rejected the accepted interpretation that the massive support the Likud en-
joyed in the Negev in 2015 elections was due to religious or ethnic motivations, 
and argued instead that it represented a “gratitude vote.”

The logic of the “gratitude vote” is indeed that of the Loyalty Regime:  under 
privatization, in the absence of guaranteed universal social rights, the main 
venue for the Precariat to achieve  these rights is through loyalty to the govern-
ment as proved primarily in supporting the ruling party in the ballot box. The 
results of 2015 general elections demonstrate that the Israeli Precariat has  adopted 
this logic: while the three upper income deciles voted for the Left, the lower de-
ciles preferred the Right.

The Pricariat’s preference for the Right is a well- informed one: when both 
the Israeli Left and the Right support neoliberalism, the compensatory mecha-
nisms are the main socioeconomic difference that distinguishes between them. 
The Right suggests neoliberalism alleviated by the compensatory mechanism 
of the sectors, settlements and loyalty; the Left adopts neoliberalism and supports 
the dismantling of the welfare state, but it does not suggest any compensatory 
mechanism to mitigate the negative effects of the privatization of its ser vices. On 
the contrary, what characterizes the Left is its principled opposition to the above- 
mentioned compensatory mechanism suggested by the Right, which accordingly 
wins the support of the Precariat.

The settlers through their po liti cal representatives— mainly the HaBayt 
HaYehudy party— have played a leading role in establishing the Loyalty Regime 
as part of their support of privatization and its ensuing compensatory mecha-
nisms. In the post- sectorial era, the interrelationship between the settlers and 
neoliberalism has changed. Initially, Israeli neoliberalism used the settlements as 
a scaffold for privatization; now, the settlers are the most dedicated agents of neo-
liberalism, as they advance privatization in order to preserve the diminishing 
compensatory mechanism of the settlements. It is in this framework that the set-
tlers support the Loyalty Regime: it guarantees the support of the Israeli Precariat 
for the continued dismantling of the remains of the welfare state, thus preserving, 
at least in part, the role of the settlements as a compensatory mechanism.

British Imperialism, Israeli Occupation, and the Welfare State

The interrelationship among the Occupation, privatization, and the role played 
by the settlements as a compensatory mechanism reconstructs the typical mo-
dus operandi of imperialism. Thus, for example, British imperialism served to 
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guarantee the interests and hegemony of the landed aristocracy and financial 
bourgeoisie. By making the empire into a protected market for British goods, 
they turned it into a compensatory mechanism for the industrial bourgeoisie who 
faced no competition and could reduce its investment and for the working class 
whose jobs  were protected (Cain and Hopkins 1993, 316–350, De Cecco 1974, 22–38). 
Advocates of decolonization concluded from this analy sis that the strug gle for 
British withdrawal from the empire should focus not only on its po liti cal aspects, 
that is to say, putting an end to the ongoing colonial rule, but on its economic and 
social aspects as well, namely, on its role as a compensatory mechanism for diff er ent 
classes in Britain. Indeed, the strug gles in Britain for the liquidation of the empire— 
especially, in Ireland at the beginning of the twentieth  century and in India in the 
second half— were accompanied by the establishment of the British welfare state 
as an alternative to the compensatory mechanism of imperialism. 

The Israeli Left rejected the British, and in fact the Eu ro pean experience of 
decolonization, which regarded the establishment of the welfare state as a central 
means for dissolving the compensatory mechanism of imperialism and for en-
listing po liti cal support in the strug gle for liquidating the colonial empires. On 
the contrary, the more it endorsed neoliberalism, the more the Left directed its 
criticism at the Israeli welfare state, portraying it as an essential part of the op-
pressive mechanism of the state— now controlled by the Right— while depicting 
the market and privatization as liberating  factors. Thus, despite its open and firm 
opposition to the Occupation, in practice, the Left has supported the very eco-
nomic and social basis that determines its ongoing expansion and resilience. This 
paradox is evident mainly among those ele ments on the Left, who have  adopted 
identity politics and cultural theories of postcolonialism but rejected the eco-
nomic and social policies of decolonization.

The rejection of the historical experience of decolonization goes hand in 
hand with the interests of the Left’s  middle classes in furthering the policies of 
privatization, which, in turn, made the Left a partner to the perpetuation of the 
Occupation. The solution to this paradox lies precisely in adopting the experience 
of decolonization and mainly the liquidation of  those economic and social con-
ditions that comprise the basis of the Occupation. Applying the experience of de-
colonization means a radical change in the priorities of the Left, principally by 
adopting a policy of “welfare in exchange for territories”: providing social secu-
rity to the lower and  middle classes through distributive justice institutionalized 
in the framework of a universal welfare state that  will bridge the social and eco-
nomic gaps. Such a welfare state would break the vicious circle of privatization, 
Occupation, and support for the Right, as well as create the po liti cal conditions 
for the strug gle for a likely withdrawal from the territories and the end of the 
Occupation.
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Note

 1. For an empirical demonstration of this claim see Cahaner’s work on the ultraorthodox 
settlers (Cahaner, chapter 7).
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