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An open letter concerning the economic harm resulting from the
proposed judiciary overhaul in Israel

We, scholars in the fields of economics and management, express our deep concern
in light of the legal and public service reforms proposed by the Israeli government, which
are expected to undermine the independence of the judicial system and the public service, and

which, in our view, will cause unprecedented damage to the Israeli economy.

The Israeli economy is highly regarded by international economic institutions and credit
rating agencies. This achievement is the result of a long and continuous effort by Israeli
governments on both sides of the political spectrum, and is due, among other factors, to the
independence of the judiciary system and the public service. This high regard and the trust
that accompanies it are essential to the functioning and prosperity of the Israeli economy,
which is a small and open economy that maintains a reciprocal relationship with the largest
economies in the world. The undermining of judiciary independence will greatly increase the
likelihood of credit rating downgrades of the Israeli government and will increase capital
costs for Israeli firms. For example, the surprising credit rating downgrade of the Polish
government bonds in January 2016 by the credit rating agency S&P, was explicitly explained
as the result of the decrease in the independence of the constitutional court and public
broadcasting.

A lower ability of the government and private sector firms to raise capital will cause a
decrease in investments and is expected to harm the Israeli high-tech industry in particular,
which is the growth engine of the Israeli economy. These harmful effects are expected to
intensify given the emerging crisis in the tech industry, and the possibility that high-tech
companies will relocate their headquarters and research centers abroad. Furthermore, a
combination of a decline in the tech industry and the reduction of civil rights due to the
weakening of the legal system is expected to also cause a "brain drain", which will have dire

consequences for the economic resilience of Israel.

Beyond the immediate effects of the government's proposed reform, there is a serious concern
that the weakening of the judicial system will cause long-term damage to the growth
trajectory of the economy and the quality of life of Israeli residents. This assessment is based
on some of the most cited studies in economics, including those of Nobel laureate Douglass
North, and some of the world's foremost economists, such as Andrei Shleifer and Daron
Acemoglu. These studies suggest that the concentration of vast political power in the hands
of the ruling group, without sufficient checks and balances, is a major cause of economic
backwardness. The literature suggests that without effective limits on the power of the
executive branch, legislation becomes specific and personalized and the bureaucratic
apparatus weakens and becomes unprofessional. Not surprisingly, in recent years there has

been an increase in the level of corruption in Hungary and Poland. Research suggests that a



decline in the quality of institutions is almost irreversible. The institutional equilibrium that
can foster growth is delicate, and deviations from it can be long-lasting, as harmful political

and economic institutions tend to perpetuate for many decades.

Therefore, we alert firmly against the coalition's current initiatives, which constitute a
fundamental change to the Israeli political and legal institutions and a danger to the future of

the Israeli economy.
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Israeli, or closely-related to Israel, faculty members in foreign universities

Prof. Ran Abramitzky
Prof. Boaz Abramson

Prof. Phillip Aghion

Prof. Marina Agranov
Prof. Anat Admati
Prof. Benjamin Eden
Prof. Maya Eden

Prof. Joshua Aizenman

Prof. Martin Eichenbaum

Prof. Ethan Ilzetzki

Prof. Richard Easterlin

Dr. Tomer Ifergan
Prof. Itai Ashlagi

Prof. Lucian A. Bebchuk

Stanford University
Columbia University

INSEAD, LSE, and College de
France

Caltech

Stanford University

Vanderbilt University

Brandeis University

University of Southern California

Northwestern University

LSE

University of Southern California

LSE
Stanford University

Harvard University

Prof. Moshe Buchinsky

Sci Po

Prof. Dany Bahar

Prof. Sharon Belenzon
Prof. Michael Ben-Gad
Prof. Azi Ben-Rephael
Prof. Omri Ben-Shahar
Prof. Alon Brav

Prof. Alon Bergman
Prof. Opher Baron

Prof. Heski Bar-Isaac

Brown University

Duke University

City, University of London
Rutgers University
University of Chicago
Duke University
University of Pennsylvania
University of Toronto

University of Toronto

American Academy of Arts and
Sciences

National Academy of Sciences,

American Academy of Arts and
Sciences

American Academy of Arts and
Sciences
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Prof. Eli Berman

Dr. Yonathan Berman
Prof. Oded Berman
Prof. Shai Bernstein

Prof. Stuart Gabriel

Prof. Amir Goldberg
Prof. Amit Goldenberg
Prof. Ttai Goldstein
Prof. Yonatan Gur
Prof. Talia Gillis

Prof. Avner Greif

Prof. Amir Grinstein
Prof. Ran Duchin
Prof. Igal Hendel
Prof. Gal Zauberman

Prof. Nathan Sussman

Prof. Abraham Zeidman

Prof. Nir Jaimovich

Prof. Simon Hakim

Prof. Steve Tadelis

Prof. Leeat Yariv

Prof. Daniel Kahneman

Prof. Jonathan Levav
Prof. Dan Levin

Prof. Jacob Leshno

University of California - San

Diego
King's College London
University of Toronto

Harvard University

University of California - Los

Angeles

Stanford University

Harvard University

University of Pennsylvania

Stanford University
Columbia University

Stanford University

Northeastern University
Boston College
Northwestern University
Yale University

Geneva Graduate Institute

Boston University

University of California - San

Diego
Temple University

University of California -
Berkeley

Princeton University

Princeton University

Stanford University
Ohio State University

University of Chicago

American Academy of Arts and
Sciences

Former director of research
department, Bank of Israel

American Academy of Arts and
Sciences

2002 Nobel Memorial Prize in
Economic Sciences

TMININY ONPIIIND NITPNA
DYTIN

H¥ APNNN NN KN VPV
HNIW P32

2002 195935 921 ©19 1NN

NOTI0 - NINHP NVIOIVNN

NINY DNP OIP
1ONNL NOIPIBNN

TINNIRD NOVIOINN

DI - INDOHP NOIDVIDNIN

DYIIN

TNV NVIVIDNN
TINNIND NOIDVIDNN
123297039 NOXVIDNN
TNV NVIVIDNN
NAMNP NOXDVIDNN

TNAVD NOVIDINN

TIVDIRNNI NOIDVIDNN
191p NVOI
1IVDTNNIN NOIDINN

9% NVIDININ

NN, 0NTPNN DTIYY NN

VDI NVLIDINN

MWHTID - NINDHP NOLIDIVNN

ANV NVIDVIVNN

YHPI2 - NNV NOVIDININ

1NVUIID NOXDIININ

1NVDIIH NOXDIIMNIN

TNAIVO NOVIDINN

VMV PNIN NVIDINNIN

VPOV NOIDINN

IR 19119

1272\ AT
NN TTIY 9NN
POV OV 9N

HIN>I2) LINVVLD 1919

12T PNY 19179
112)THN MONY 199
PIOYTIN TN 19179
1M 1919

0 YV 9N

92773 7N 99

170V PHN 9179
PO 99

97N YN 19179
P2IINT D) 199

20T 9D

INTTONNIAN 99

N>210°°0 ) 199

DN YNV 919

0970 VD 9N

27 INOY 19119

12302 HNT 19179

229 3m) 1919
P19 T 99

NYY AP 19119

.318

319

.320

321

322

.323

.324

.325

.326

327

.328

.329

.330

331

332

.333

.334

.335

.336

.337

.338

.339

.340

341

342



Prof. Joel Mokyr

Prof. Benny Moldovanu
Prof. Rony Micaeli
Prof. Guy Michaels

Prof. Charles Manski

Prof. Eric Maskin

Prof. Ilan Noy

Prof. Carmit Segal
Prof. Uzi Segal

Prof. Joel Sobel

Prof. Doron Sonsino

Prof. Liran Einav

Prof. Itay Fainmesser

Prof. Ariel Pakes

Prof. Robert Pindyck
Prof. Eyal Frank

Prof. Daniele Paserman
Prof. Ron Kaniel

Prof. Shachar Kariv

Prof. Edi Karni
Prof. Ron Kasznik
Prof. Doron Ravid

Prof. Nouriel Roubini

Northwestern University

University of Bonn
Hong Kong University
LSE

Northwestern University

Harvard University

Victoria University of Wellington

University of Zurich
Boston College

University of California - San
Diego

Cyprus International Institute of
Management

Stanford University

Johns Hopkins University

Harvard University

MIT

University of Chicago
Boston University
University of Rochester

University of California -
Berkeley

Johns Hopkins University
Stanford University
University of Chicago

New York University

American Academy of Arts and
Sciences

National Academy of Sciences,
American Academy of Arts and
Sciences

2007 Nobel Memorial Prize in
Economic Sciences

American Academy of Arts and
Sciences

American Academy of Arts and
Sciences

National Academy of Sciences,
American Academy of Arts and
Sciences

Former chair, department of
economics

Former senior economist in the
Council of Economic Advisers
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Prof. Shai Robkin
Prof. Hillel Rapoport

Prof. Oren Reshef

Prof. Ariell Reshef

Prof. Marius Schwartz
Prof. Ran Shorrer

Prof. Avner Strulov-Shlain

Prof. Yotam Shem-Tov

Prof. Mark Schankerman
Prof. Avner Shaked

Prof. Isracl Shaked

Emory University

Paris School of Economics

‘Washington University in St.

Louis

Paris School of Economics
Georgetown University
Penn State University

University of Chicago

University of California - Los

Angeles
LSE
University of Bonn

Boston University
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Economics Nobel Laureates who signed the :0>353950 an51n Yy 1NNV Y113 019 »NN

letter
2002 N95959 9213 ©I9 1NN VDI NOIDIDININ P2IND INMIT 1919
Econ Nobel laureate 2002 Princeton University Prof. Daniel Kahneman
2007 N95959 9213 ©I9 1NN TINNIN NVIDINN PPON PIIN 1919 2
Econ Nobel laureate 2007 Harvard University Prof. Erik
Maskin
2020 195559 521 ©Y9 1NN T9IVO NVIVINN 0111271 519 NN .3
Econ Nobel laureate 2020 Stanford University Prof. Paul
Milgrom
2012195559 521 ©19 11N TNV NVIDINN MY YN NDNIY 4
Econ Nobel laureate 2012 Stanford University Prof. Al
Roth
2017 N9593Y 921 ©I9 1NN NVPOY NOLIDIDNN AONN TN 19179 .5
Econ Nobel laureate 2017 University of Chicago Prof. Richard
Thaler
2007 N9555Y Y21 v NN VPOV NVIDIDNNR NOIINND AN 1919 6
Econ Nobel laureate 2007 University of Chicago Prof. Roger
Myerson
2002 N95559 Y2 ©I9 NN D98 NVIDIININ N PN NDNII 7
Econ Nobel laureate 2002 Chapman University Prof. Vernon
Smith
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